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Reducing labour
costs without
cutting hours
(Australia 2026)

Clear, Australian-focused guidance for SME owners and managers on controlling wage costs through 

smarter planning, compliance, and workforce practices — without reducing staff hours.
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Executive summary

Disclaimer

This guide provides general information only and does not constitute legal, payroll, or workplace advice. 

Employment obligations may vary based on awards, agreements, and individual circumstances. For specific 

advice, refer to the Fair Work Ombudsman or a qualified professional.

Labour is one of the largest and most difficult costs for Australian small businesses to manage. Rising

wages, penalty rates, staff shortages, and compliance obligations have placed sustained pressure on

margins across many industries.

For many SMEs, the instinctive response is to reduce staff hours. However, cutting hours often

creates new problems — reduced service levels, burnout, higher turnover, and increased overtime

costs.

This guide explores how Australian small businesses can reduce labour costs without 
cutting hours.
It focuses on addressing inefficiencies, compliance gaps, and structural issues that quietly 
inflate wage costs.

By improving planning, visibility, and consistency, SMEs can control labour costs while maintaining

hours, service quality, and staff wellbeing.
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Key findings
Our review of Australian workforce research and SME practices highlights six key insights.

Most labour waste is hidden

Costs leak through inefficiency, not wages 
alone

Compliance errors are expensive

Penalties and rework inflate payroll

Rosters drive labour spend

Poor scheduling creates unnecessary cost

Turnover costs more than wages

Replacing staff is expensive and disruptive

Overtime multiplies costs

Small overruns compound quickly

Better data reduces spend

Visibility enables smarter decisions

30%+
labour cost savings
are often achievable by addressing 
inefficiencies alone — without reducing staff 
hours or base wages.*

*Based on industry research and SME case studies
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Why labour costs
keep rising
Labour costs increase for many reasons beyond hourly pay rates, including:

Award wage increases

Penalty rate exposure

Overtime creep

Staff shortages

Compliance complexity

Key insight

These pressures often occur simultaneously, making labour costs feel uncontrollable — even 
when headcount remains stable.



REDUCING LABOUR COSTS WITHOUT CUTTING HOURS 06

Compliance costs vs
inefficiency costs
Many businesses focus on wage rates when analysing labour costs, but inefficiencies often have a 

greater impact.

Examples include:

Paying penalties due to poor shift timing

Overtime triggered by last-minute changes

Rework caused by payroll errors

Paying for idle time due to over-rostering

Key point

Addressing inefficiency often reduces costs more effectively than reducing hours.
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How rostering inflates
labour costs
Rosters directly determine:

When penalties apply

When overtime is triggered

How evenly hours are distributed

Common cost-driving issues include:

Over-rostering during quiet periods

Under-rostering leading to overtime

Inconsistent shift lengths

Reactive scheduling

Better roster design can significantly reduce unnecessary wage spend.
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Overtime and penalty
cost multipliers
Overtime and penalties often cost far more than base wages.

Small inefficiencies add up

Such as early starts, late finishes, or poorly timed breaks — can push ordinary hours into 

higher-cost bands.

• Saturday penalty rates: 125-150% of base

• Sunday penalty rates: 150-200% of base

• Overtime rates: 150-200% of base

• Public holiday rates: 200-250% of base

Hidden cost risk

Without visibility, businesses may not realise how frequently these multipliers apply.
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The silent cost of
absenteeism and turnover
Unplanned absences create:

Overtime

Shift coverage premiums

Productivity loss

High turnover adds:

Recruitment costs

Training time

Reduced output from new starters

Key insight

These costs often exceed the wages of retained, well-supported staff.
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Paying for time,
not output
Labour costs rise when:

Staff are present but underutilised

Tasks are duplicated

Processes are inefficient

Communication breaks down

Key point

Paying for time without aligning work to demand leads to hidden cost leakage.
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Why labour costs are
hard to control
Many SMEs lack visibility into:

Labour cost by shift

Overtime frequency

Penalty exposure

Absence patterns

The visibility problem

Without data, decisions are reactive rather than preventative — making cost control difficult.
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Practical actions SMEs
are taking
Cost-efficient Australian SMEs focus on:

1 Improving roster accuracy

Aligning staffing levels to demand.

2 Reducing overtime triggers

Addressing root causes, not symptoms.

3 Improving attendance 
consistency

Reducing last-minute replacements.

4 Reviewing patterns regularly

Identifying cost trends early.

Start with visibility, then refine controls

Understanding where costs occur is the first step to reducing them sustainably.
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12-month outlook:
What to expect
Over the next year, Australian SMEs can expect:

Continued wage and award pressure

Annual wage increases and award changes continue.

Increased scrutiny of labour efficiency

Margins demand better cost visibility.

Ongoing staff shortages

Competition for workers remains high.

Greater focus on sustainable staffing

Retention and wellbeing become strategic priorities.

Businesses that control inefficiency will be best positioned to manage rising costs.
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Final thoughts

Reducing labour costs does not have to mean 

cutting hours or sacrificing service.

Australian SMEs that focus on efficiency, 

compliance, and smarter planning can 

control wage spend while maintaining a 

stable, motivated workforce.

Sustainable cost control starts with understanding where money is 

really lost.
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Our sources
This guide draws on Australian regulatory and research sources including:

1
Fair Work Ombudsman

Workplace compliance and enforcement guidance

2
Fair Work Commission

Modern awards and employment conditions

3
Australian Bureau of Statistics

Labour market and workforce data

4
Safe Work Australia

Workplace health and safety guidance

5
Australian Institute of Health and Welfare

Workforce research and analysis

Always refer to official guidance for current obligations. This guide provides general information only 

and does not constitute legal advice.



Thanks for reading this guide

Discover more free Australian workplace e-guides and reports at

www.rosterelf.com/insights

Related Resources:

!’ Rostering Software Features

!’ Award Interpretation Features

!’ Time & Attendance Features

!’ Pricing

Visit us at: www.rosterelf.com

https://www.rosterelf.com/insights/
https://www.rosterelf.com/features/rostering-software/
https://www.rosterelf.com/features/payroll-integration/award-interpretation/
https://www.rosterelf.com/features/time-and-attendance/
https://www.rosterelf.com/pricing/
https://www.rosterelf.com/

