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Submission on The Fair Pay Agreements Bill 
(Introduced to Parliament March 29th, 2022) 

 

Introduction 

The South Canterbury Chamber of Commerce is the voice of South Canterbury business, serving 

the community since 1905. With 510 member businesses and with a strong national and 

international Chamber family, we work together to build better business outcomes.  We recognise 

that healthy business cultures lead to the improved wellbeing of all South Cantabrian’s.  

Background: 

Why are Fair pay Agreements being proposed? 

The Government has stated that its intention in introducing the Bill is to bring together 
employers and unions to bargain for minimum terms and conditions for all employees across an 
entire industry or occupation. 

How would the Fair Pay Agreements work? 

The FPA process will start if a union meets either the representation test, or the public interest 
test and initiates bargaining for an FPA. The representation test means that 10% of a given 
occupation or sector, or 1000 workers (whichever is less) support initiating bargaining for the 
proposed FPA. The public interest test requires the relevant employees to receive low pay, have 
little bargaining power, and have a lack of pay progression. 

The union must identify who would be covered by the initiation of bargaining to establish that 
one of the above tests have been met. The union must also identify whether it is to be 
occupation or industry based.  

Upon receipt of the application MBIE must be satisfied that either the representation or public 
interest test has been met. It can call for public submissions in making this determination. If a 
union is successful, it must identify and notify all affected employees and employers. All those 
employees and employers who are notified are then covered by the bargaining. 

FPA Terms 

Parties must agree on the following employment terms: 

• Start date and expiry date of the FPA which must be for a period of between 
three and five years. 

• Who is covered by the FPA? 
• The normal hours of work. 
• Minimum base wage rates (including when and how they are adjusted). 
• Overtime. 
• Penalty rates. 
• Any superannuation; and 
• The process for varying an FPA. 
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Parties must discuss as part of the bargaining process, but are not required to specify in the 
FPA: 

• Redundancy. 
• Flexible working. 
• The objectives of the FPA. 
• Training and development. 
• Leave entitlements; and 
• Health and safety. 

 

Parties may also choose to discuss other terms of employment 

 

Submission: 

The South Canterbury Chamber of Commerce opposes the introduction of The Fair Pay 

Agreements. 

 The proposal is out of date and out of touch with the reality of the modern workplace and is 

unfair to both workers and to businesses. The business community and many workers do not 

believe there is a need for this type of agreement as it removes flexibility.  

The FPA fails to recognise the significant regional variations that occur business to business 

and in the cost of living that varies for staff. As an example, a small business such as a corner 

store in South Canterbury may well have to pay the same rate as a larger store in central 

Auckland; with no comparison on viability of business, ability to increase revenue or margins 

achieved within the business. The cost of living also bears little comparison.   

Procedural compliance for the FPA in its current format would be expensive and 

involve significant and unnecessary costs to the small business owner. Over the past 2 years 

these businesses have had to deal with labour market shortages caused by disruption and 

changes to immigration, two minimum wage increases, accelerating inflation, Covid-19 

compliance costs, lockdowns, increased sick leave and statutory holiday obligations and all of 

this in the face of heavily reduced income.  Many small businesses have only battled through 

because their owners have worked for less than minimum wage and/or have poured in their own 

private savings to stay afloat.  This is not the right time to add significant cost into a business 

under this proposed legislation. 

The FPA fails to recognize the difference in a business’s ability to pay, and whether increasing 

pay rates would lead to the need to reduce staff and associated redundancies. 

The FPA fails to recognise the different performances of individual staff members, their 

experience, and strengths with their corresponding value to a business. So, there is a real risk 

that a high performing individual with a great work ethic could be paid the same rate as an 

underperforming staff member.  

Perhaps a better approach could be to introduce a limited set of sector-based minimum 

standards where a labour market problem has been established. Whether this was in cleaning, 

security, or supermarkets rather than overlay these principles across many industries.  
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FPA’s could not have come at a worse time, as businesses struggle with inflation, labour 
shortages, fast rising costs, supply chain issues and the Omicron response. 

For many small to medium sized businesses there will be no involvement in the negotiation 

process, decisions will be made in a completely different location with little understanding of the 

pressures being experienced. There will be no option to opt out of the agreement. 

The likely result is that those people working in the regions, at the lower skill end and in smaller 

businesses will be disadvantaged as businesses have reduced choices in remaining viable and 

are likely to reduce staffing levels. 

 

Conclusion: 

FPAs take away the ability for employees and employers to negotiate pay and working 

conditions, and hand this over to faceless bureaucrats who have no idea who we are, how we 

operate or our individual needs and this will be negotiated without our consent.  

It is not okay for hard working New Zealanders to have their right to negotiate their working 

conditions with their employer taken away.    

This proposal is a blunt tool that takes our employment conditions backward with a one-size-fits-

all, bureaucratic, sledgehammer solution across all sectors.  

We support Business NZ and ask the Government to listen to employers and employees, scrap 

the compulsory FPA legislation and do what your own officials have recommended - improve 

and strengthen the current system. 

 We do not wish to speak to our submission. 

 
 
Yours Faithfully 
 
 
 
 
Wendy Smith 
Chief Executive  
South Canterbury Chamber of Commerce 
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