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SUBMISSION

Employment, Workplace Relations and Education References Committee

Summary

This submission is being made in relation to the Committee’s Terms of Reference on employment related matters that impact on skill acquisition for the building and construction industry and the adequacy of support for apprenticeships in the industry.

The apprenticeship system that has served the building and construction industry well over generations of workers is based on a number of fundamental assumptions or pre-conditions.  These pre-conditions have been eroded as firms in the industry endeavoured to adapt to the pressures of a severely variable and unstable industry environment and redefined their core businesses and transferring risk, responsibility and construction skills down the line to small contracting business entities.

These small contracting businesses are the ones that utilise and develop traditional construction skills.  Unfortunately, their capacity and willingness to engage apprentices are curtailed by uncertainty of work, severe price competition, technological advances, and work specialisation.  The growth of casual employment across all industries is at odds with some of the assumptions underpinning the traditional apprenticeship arrangement – including the availability of secure, full-time employment.

It is employment at the sub-contract level that sustains the apprenticeship system.  Erosion of secure and on-going work is at the heart of the problem for many sub-contractors.  Measures (described on page 5) that have been implemented to shore up the apprenticeship system tend to treat the symptoms and not the cause.

The growth in the number of apprenticeships and traineeships in Australia over the last few years has been mainly in service related industries and can be attributed to a number of factors, including:

· the growth of employment and availability of New Apprenticeships in service industries;

· the attractiveness of incentives provided by government;

· the increased flexibility of the training system;

· the buoyant economy.

Growth in the aggregate number of New Apprenticeships, however, does not reveal difficulties and differences at the industry or occupational level.

One of the critical factors in an employer’s decision to take on an apprentice is the time it takes for the apprentice to develop the skills in the full scope of the qualification.  For occupations in the construction industry this time is considerably greater than in most service industries.  There are numerous examples of New Apprentices in the service industries achieving their certificate 3 qualifications in less than a year.  This is highly improbable in the construction industry.

The difference in time to become competent for different occupations is not reflected in the incentives provided by the Federal Government or in State Government User Choice funding policies.  As a result, employers in the construction industry are disadvantaged relative to those in service industries.  A “one-size-fits-all” approach to funding will benefit some industries and occupations more than others.

The nature of the work in the construction industry is such that there may be age and licensing restrictions on workers and greater safety and financial risks to the employer than in, say, most service industry occupations.  Consequently, employers (including group scheme employers) in the construction industry prefer to assess individuals over some months before making a commitment to employ them as apprentices.  However, State Government User Choice policies in South Australia make employees ineligible if they have been with their employer for more than three months.  There is a need to re-think a “one-size-fits-all” approach to incentive and User Choice funding.

Public sector agencies have re-defined their businesses over the last few decades and have withdrawn from employing people in skill or occupational areas that are deemed to be outside their core competency requirements.  This is having a negative impact on the induction of skilled workers into the industry since there is evidence to suggest that the void left by the public sector’s withdrawal from the construction trade areas has not been filled by the private sector.  There is a need to devise strategies to offset the decline in public sector investment in construction skills.

State and local governments require tenderers to address training in their tenders as a means of building in a training component in publicly funded works.  In addition, State and Local governments pay the Construction Industry Training Levy to be consistent with the requirements of the private sector.  The Commonwealth, however, is exempt from paying the levy.  Strategies for increasing the Commonwealth’s investment in skill development for the industry may include a level of contribution to the Construction Industry Training Fund that is consistent with that of other public sectors.

Recommendations

1
The Committee should examine and expand alternative forms of skill development including: adult re-entry, institutional only pathways, and VET in school arrangements that enhance integration with training packages;

2
The Committee should recommend that ANTA examine the impact of User Choice eligibility criteria on different occupations with a view to easing State Government restrictions to fund existing workers for those occupations where risk of injury of equipment damage is significant;

3
The Committee should examine the feasibility of basing employer incentives on the relative cost to employers for different occupations so that incentives better reflect the time that apprentices in different occupations take to become competent in the full scope of skills in the qualification;

4
That the Commonwealth examine ways of increasing its commitment to skill development in areas beyond their core requirements, and specifically for construction skills, for that commitment to be commensurate with that of other levels of the public sector.

Introduction

The Construction Industry Training Board (CITB) was established in South Australia under the Construction Industry Training Fund Act (1993) to collect and administer a training levy imposed on building and construction work over the value of $15,000.

In 2002/2003 the CITB allocated over $9 million to support structured training arrangements for new entrants and existing workers in the industry.

The CITB is a principal adviser to the state and federal Minsters for education and training on training related matters for the SA building and construction industry.  The CITB undertakes considerable research to support its decision-making processes to ensure that the funds are used most effectively.  Further details of the CITB and its programs can be obtained from its web site on www.citb.org.au. 

The CITB welcomes the opportunity to provide comment to the Committee in its inquiry pursuant to the and other matters detailed in the inquiry’s Terms of Reference.

Terms of Reference

The inquiry follows the release of the Government’s draft Building and Construction Industry Improvement Bill 2003 and the terms of reference seek to deal with a broad range of issues.  For the purposes of this submission, however, the CITB is focusing on those matters that surround skill shortages and the adequacy of the apprenticeship system.  However, in doing so, the submission necessarily touches on the context in which the apprenticeship system is based, including the nature of work and employment in the industry.

This submission builds on the submission made by the Construction Industry Training Board (CITB) to the Committee’s earlier inquiry into current and future skills.  The points made in that submission are still relevant for the current inquiry, including:

-
that skill shortages are part of the normal business cycle which, in the case of the construction industry, can experience severe and rapid swings;

-
that there is a need to focus on long-term skill requirements rather than on pressures arising from short-term business cycle fluctuations;

-
that efforts to address skill shortages need to be collaborative arrangements between all major stakeholders and not be seen as the sole responsibility of the training system or of the apprenticeship system in particular;

-
that strategies to address skill gaps of its existing workforce could help alleviate short-term skill imbalances;

-
that the construction industry has structured itself in such a way that it can call on (or discard) a pool of both qualified and unqualified workers to perform the work at short notice;

-
that many of the foundations upon which the apprenticeship system is based are being undermined by changes to the way work is organised and performed, threatening the apprenticeship system’s survival.

Industry Context, Training and Apprenticeships

Much of the discussion about training tends to focus on the adequacies or inadequacies of the apprenticeship system and ignores the contribution of other structured (and unstructured) skill development strategies that might be implemented.  Inadequacies in the apprenticeship system should not be seen as a general failure of the broader training system.  Similarly, discussions about skill shortages tend to focus on the training system and fail to give adequate weight to the influence of other factors in the industry.

The National Skills Report from the Australian National Training Authority released recently provides a useful summary of the range of drivers of skill needs.  The Report acknowledges that training may not be a sufficient or appropriate response in addressing skill needs.  There is a need to look at other factors surrounding the way enterprises deliver their products or services.

The way that the construction industry now delivers its products and services is heavily influenced by the short-term, project nature of the work.

It is well known that the building and construction industry is subjected to large and sever swings in the levels of activity – driven largely by forces outside the industry’s control.  These peaks and troughs in activity are superimposed on the long-term level of underlying demand that is driven by growth in the population and the economy, and by normal stock replacement and renewal.

Whilst the industry experiences skill shortages during periods when economic activity is increasing, it also experiences skill surpluses during recessions.  The following graph illustrates the value of work and the construction industry labour force nationally since about 1990.

[image: image1.png]The graph clearly shows that the number of people working in the industry will increase as the level of building construction activity increases.  Indeed, it shows that the number of people working in the industry is the highest it has been for over a decade.  In fact, the construction industry labour force is now nearly 25% higher than the late 1980’s peak.  In other words, record numbers of people working in the industry has failed to dampen cries of “skill shortages” simply because the level of activity has been furious.

Construction firms have adapted to these severe swings by redefining their core business and replacing permanent employment of trades with casual workers and, more usually, by engaging small contractors to perform the work.  There is less evidence of part-time work.

Building and construction companies (and also those public sector departments responsible for public infrastructure) now simply organise work to be done by another contractor rather than carry out the work themselves.  These building and construction companies rarely have employed staff with the trade skills and background to provide the on-job training for apprentices.  Instead, the responsibility for training and, more importantly, employing apprentices has been devolved down the line to those small contractors that have to compete for the work that is necessary to sustain the employment of the individual apprentice.

It is in the interests of the building and construction firms to have large numbers of these smaller contractors to ensure vigorous competition exists for the projects on offer.  Whilst this keeps the construction costs down, it also means that these small contracting firms are deprived of the certainty of work and operate on low margins.  It is this uncertainty of work that limits the capacity for the contractors to engage an apprentice.  Unfortunately, this is the price that has been paid by the industry and the community for having a highly adaptive workforce.

Many of these sub-contracting firms develop expertise in very narrow fields of work to maximise operational efficiencies.  The range of skills required by these specialist contract firms is much narrower than might normally be expected of a traditional apprenticeship.  This makes it difficult for an apprentice to gain meaningful practical experience in the full scope skills in their apprenticeship.  From the perspective of the contracting firm, however, the full apprenticeship contains more skills than the firm requires.  There is a growing divide between the training and skills provided by the full apprenticeship qualification and the skills actually required in many of the contracting firms (particularly in the volume home building market) – raising questions about the relevance of the training provided by the apprenticeship system itself.

To compound the detrimental effect that outsourcing, and specialisation have had on apprentice employment, the industry is highly fragmented with large numbers of industry, trade and professional associations claiming ownership of some pocket of the industry.  This fragmentation has meant that the industry has failed to articulate a coherent industry and workforce development strategy, thus hampering the success of any state or national training initiatives.

Measures applied to support apprenticeship employment

Given the changes to the industry and the erosion of the foundations of the apprenticeship system, a number of schemes have been devised to counter the effects that these structural changes have had on apprenticeship employment, including:

· placing requirements on firms that bid for state government contracts (in some jurisdictions) to include provisions for training in their tenders as a means of countering the decline in the employment of apprentices by state government departments.  There does not appear to be an equivalent requirement for federal government projects;

· establishing group training arrangements to alleviate the burden on any single firm and, by rotating apprentices across a number of firms, to provide apprentices with a broader range of experiences;

· providing incentives for existing workers to be designated as apprentices or trainees (rather than new recruits);

· increasing the quantum of “on-job” training;

· providing incentives for engaging apprentices “at risk” or suspended to increase completions.

The effectiveness of these measures on the overall number or quality of apprentices in training is difficult to determine since there are so many confounding factors at play over such extended periods.  However, it might be argued that these measures have limited impact on redressing the decline in the capacity of sub-contracting firms to engage apprentices due to the uncertainty of work the firm is able to secure.

Certainty in employment cannot be guaranteed in a free market economy.  Since the apprenticeship system is integrally linked with employment, we must expect that any uncertainty in employment will have a detrimental effect on the apprenticeship arrangement itself.

Challenging assumptions

The apprenticeship system has served the industry well for generations of its workers.  However, a robust apprenticeship system is based on a number of underlying assumptions or pre-conditions, including:

· that full-time employment is the norm;

· that employers are willing and (financially) able to employ and train an unskilled and unproductive individuals;

· that an apprenticeship leads to a well articulated career in the industry;

· that employers want a broadly skilled individual.

The changes to the industry described above have shaken the foundations upon which the apprenticeship system is based.  In particular,

· full time employment has declined and casual employment has increased;

· the number of small businesses that make up the industry struggle under extreme price and competition pressures and are less able to accommodate the burden of an unskilled worker.  Furthermore, for the 65% of the businesses in the industry that are “non-employing”, the notion of succession planning (of skills) is non-existent;

· career paths are not well defined or are limited in the bulk of the small businesses in the industry;

· for many businesses, much of the work has become structured around very narrow tasks that do not require broad-based skills.

In other words, the apprenticeship system of training has not kept pace with the changes in industry.  

Rather than focus on skill development strategies that apply only to the apprenticeship system, greater effort should be made to test and expand alternative forms of skill development including:

· adult re-entry and re-training;

· institutional only pathways that are better integrated with training package qualifications.

Support for the apprenticeship system

This section of the submission focuses on state and federal government support for the apprenticeship system.  Specifically, User Choice and employer incentives will be discussed.

The growth in the number of apprenticeships and traineeships suggests that the current suite of Commonwealth, state and territory policies and programs in relation to education, training and employment are effective.

The growth in apprentice and trainee numbers can be attributed to a number of factors including:

· the growth of employment and availability of New Apprenticeships in service industries;

· the attractiveness of incentives provided by government;

· the increased flexibility of the training system;

· the buoyant economy.

However, a more detailed investigation of the numbers reveals that the increase is not evenly spread across industries and masks the declines in some occupations (eg manufacturing).

Despite the increase in numbers engaged in New Apprenticeships, there have been concerns about the consistency and depth of the training that is occurring.

There are three matters that the CITB wishes to draw to the Committee’s attention – one related to the South Australian Government’s User Choice policy, the second to Federal Government employer incentives and finally, the impact of the withdrawal of public sector engagement of apprentices.

SA User Choice Policy

The reaction by the SA Government to the steep increase in demand for training places and actual or suspected abuse of the existing worker arrangements was to restrict User Choice funding to those who have been employed for less than 3 months.

This policy stance has a greater effect on some industries and occupations than others.

The CITB has argued that the State Government should relax its User Choice policy in those industries and occupations where employers face considerable risk when engaging apprentices or trainees.

Some of the work in the industry requires the use of expensive mobile plant and equipment.  There may be age restrictions imposed by licensing requirements to operate such plant and equipment.  These employers are naturally reluctant to allow young, inexperienced and untested individuals to operate plant that may result in either personal or property damage.  Consequently, employers spend some time assessing the individual’s maturity and motor skills before allowing them to operate the plant.  The User Choice restrictions on existing workers affect these employers more severely than employers in service industries where risk and productivity issues are less significant.

The Committee should recommend that ANTA examine the impact of User Choice eligibility criteria on different occupations with a view to easing restrictions on current workers for those occupations where risk of injury of equipment damage is significant.

Employer Incentives

The other policy that adversely affects the employers in the construction industry (in comparison to employers in other industries) is that the Commonwealth incentives for a Certificate III qualification is the same for all industries and occupations, regardless of the time it takes for the apprentice or trainee to be productive or to become qualified and regardless of the number of New Apprentices required.

The issue here is not just of “parity” of qualifications, but the time it takes for the apprentice to develop and apply the full breadth and depth of skills in the qualification at the employer’s expense.

There are numerous reports of apprentices and trainees in some service industries achieving their Certificate III qualification within a year.  It is highly unlikely that an apprentice in the construction industry could achieve their qualification in the same timeframe.  It simply takes longer for construction industry apprentices to be develop the full breadth and depth of skills than in some other industries, yet this is not reflected in the Commonwealth employer incentive ($4,400 standard incentive) which is based on the qualification level and not on the cost to the employer to obtain a skilled and productive worker.

The Committee should examine the feasibility of basing employer incentives on the relative cost to employers for different occupations so that incentives better reflect the time that apprentices in different occupations take to become competent in the full scope of skills in the qualification

Government support for construction trade apprenticeships

It is a well-known that the public sector was a significant employer of apprentices in the traditional trades.  However, through corporatisation, privatisation, and out-sourcing the public sector’s engagement of apprentices in the traditional trades has declined significantly over the decades.

The proportion of construction trade apprentices employed by the public sector declined from 3.6% in March 1994 to 2.4% in March 2003.  Most of this decline occurred at State Government level (down from 2.3% to 1.2% over the same period).

The decline in public sector engagement of construction trade apprentices occurred even though public sector has either maintained or increased its engagement of other apprentices and trainees.  In effect, the figures suggest that public sector engagement of construction/traditional trades is falling relative to other occupations.

Whilst construction skills are no longer seen as core competencies needed in the public sector, State and some Local Governments have acknowledged their broader community responsibility for skill development more generally and have incorporated requirements for tenderers to include strategies for training in public sector projects.  Whilst not without implementation problems, these moves demonstrate a commitment at State and Local Governments levels to develop skills beyond their core requirements.  The CITB is aware that the Commonwealth is examining similar options to support skill development.

State and Local Governments in South Australia also support apprenticeships and industry training in the SA building and construction industry by paying the Construction Industry Training Fund levy on leviable projects.  By contrast, the Commonwealth Government does not pay the levy on what would otherwise be considered to be leviable work.

There is a need for the Commonwealth to devise strategies that off-set its withdrawal from construction related skills development by increasing its commitment in areas beyond its core competency requirements.  Specifically for construction skills, the Commonwealth should consider increasing its commitment so that it is commensurate with that of other levels of the public sector.
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For further details of the content of this paper, contact:
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Construction Industry Training Board
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08 8172 9501
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Email:
marcus@citb.org.au
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