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As the Industry Training Advisory Body (ITAB) for the building and construction industry in Queensland and the fund manager for two industry training funds – the Building and Construction Industry Training Fund (BCITF (Qld)) and the Queensland Construction Training Fund (QCTF) – we think it appropriate to make a submission to the Building and Construction Industry Inquiry through the Senate Employment, Workplace Relations and Education References Committee.  We wish to comment on two aspects of the Inquiry which relate to item 2(g) of the terms of reference: employment-related matters in the building and construction industry.  These are:
· The value of industry training funds; and

· The ‘10% Training Policy’ for Queensland Government building and construction contracts.

The value of industry training funds
In June 2002, the Dusseldorp Skills Forum released a discussion paper entitled “you value what you pay for” – enhancing employers’ contributions to skill formation and use, prepared by the Australian Centre for Industrial Relations Research and Training (ACIRRT).

Although the discussion paper examined Australian industry as a whole, and not just specifically building and construction, the conclusions reached are especially pertinent to the building and construction industry given that construction related businesses spend, on average, only around $100 per employee per year on training, which equates to 1.25% of payroll compared to an average of 2.54% spent by employers across all industry sectors.

The discussion paper found that the declining investment in training by Australian employers means that:

· Australia is spending less on education and knowledge than comparable countries;

· Employers are reducing their stake in and financial commitment to training with the rise of non-standard forms of employment such as casual work; and

· Individuals are being forced to take greater responsibility for their own development.

Apart from the motivational aspect, implicit in this final point is the shift in significant financial responsibility from government and the employer to the employee.  This is evidenced by the current training trends identified in the discussion paper.  But what of industry? If government and the employer are unwilling or unable to pay, and if the employee is not in a position to fund his/her training, then the training burden is shifted to industry.  
The discussion paper concludes that a mandatory skills levy placed on employers to contribute to the cost of training (based on the idea of “you value what you pay for”) could be the answer to reversing the declining investment in training trend.  Potentially so, but what of the training situation right now in the building and construction industry? An informal gathering of the State and Territory training funds in Queensland, Tasmania, Western Australia, South Australia and the Australian Capital Territory meet specifically to discuss this question.

The building and construction industry is a major contributor to the Australian economy.  It represents 7% of employment in all industries and generates value added of around $30 billion, ranking it as one of the five largest sectors in the economy.  The continuing capacity of the industry to contribute to such a significant extent is heavily dependent on the skills of those who work within it – and that these skills are current, match industry needs, and are being appropriately acquired by apprentices and trainees and in sufficient numbers to ensure an adequate workforce for the future.
But who will fund this skills acquisition? Not employers - small business (approximately 90% of the building and construction industry) operating in a project-based environment on slim margins - as the discussion paper has confirmed.  Not government, where the user is expected to pay, and so the financial responsibility for training shifts to industry and more specifically, to industry training funds.  What is the value of these funds? The five State and Territory training funds in existence collectively budget to provide around $30 million per year to support skills development within the industry.  From a Queensland perspective, the $7 million managed by the BCITF (Qld) for allocation to both entry level and existing worker training supported an additional 790 building and construction industry apprentices and trainees and structured training for 3,200 existing building and construction workers in financial year 2002/2003.  What funding would have been used to train these individuals if the training fund did not exist? Further, apprentices and trainees funded from the industry training fund have an attrition rate of less than 10%.  This is five times less than the all-industry (including building and construction) high of 50%.  The reason? Industry training funds value-add – they don’t just provide the funds, but also the “after sales service” which keeps more apprentices and trainees in their training.  

So the value of industry training funds is two-fold.  Not only are they an alternate source of funding, but they are strategically placed to better target this funding for maximum impact and to provide the “after sales service” that government cannot.  The danger, of course, is that if a skills levy such as the one proposed by the discussion paper is not implemented, and if both government and employers defer responsibility to the industry and, therefore, to industry training funds to foot the training bill, with no financial support from government or elsewhere, industry training funds will find it very difficult to carry out their strategic mandate of ensuring that the industry remains viable into the future.
The ‘10% Training Policy’

One of the recommendations of the Cole Royal Commission (Recommendation 142), related to the issue of employment of apprentices in the building and construction industry.  The recommendation flagged policies existing in most States and Territories which require contractors engaged in Government works to employ a percentage of apprentices and trainees on building sites.  As the ITAB in Queensland, CTQ has pressed the Commonwealth over a number of years to include a similar clause associated with Commonwealth Government works.  To date, this suggestion has been rejected by successive Governments.
The Queensland Government has a ‘10% Training Policy’ included in all Government contracts over $250,000 ($500,000 for civil construction).  The Policy requires that a minimum of 10% of the total labour hours on any Queensland Government building and construction project (over the values listed above) be undertaken by apprentices, trainees or cadets and through the upskilling of existing workers to a maximum of 25% of the deemed hours.  The training undertaken must lead to a nationally recognised building and construction qualification.  The Policy is designed to provide on-site training opportunities to address skills shortages and create additional employment opportunities for apprentices, trainees and cadets in the building and construction industry. 
To date, the ‘10% Training Policy’ has created 5,531 training opportunities for apprentices, trainees and cadets in the building and construction industry in Queensland.  In context, (exclusive of BCITF (Qld) funded apprentices) about 1,500 new building and construction apprentices are signed up each year.  In 2002/2003, 1,122 of these apprentices benefited from training opportunities courtesy of the ‘10% Training Policy’.

Since inception of the BCITF (Qld) in 1999, over 3,200 additional building and construction apprentices have been supported – that’s between 700 and 800 apprentices added to the industry each year on top of the 1,500 signed up each year without training fund assistance, 75% of whom in this latter group benefit from the training opportunities available as a result of the ‘10% Training Policy’.  

If Government is concerned with employment-related matters concerning the building and construction industry, specifically those associated with the employment of apprentices, then it needs to strategically and financially support industry training funds and initiatives such as the ‘10% Training Policy’.    
If you require any further details, please do not hesitate to contact me.

Yours sincerely
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G R Shannon

General Manager
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