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Ai Group welcomes the opportunity to appear before the Committee during its Inquiry into 
the Portability of Long Service Leave Entitlements.  

As would be clear from our submission, Ai Group very strongly opposes any extension of the 
portability of long service leave entitlements beyond the building and construction industry in 
Victoria where these entitlements already exist. 

Portable long service leave schemes conflict with the fundamental purpose of long service 
leave which is to reward an employee with a period of rest after a long period of loyal service 
with one employer. The focus of portable long service leave schemes is on an employee’s 
entitlement to a lump-sum payment, not on an entitlement to a period of rest.   

Extending portable long service leave entitlements to other industries would damage 
Victorian industry. The additional costs would make Victorian firms less competitive against 
interstate and overseas firms. The analysis in our submission highlights that portable long 
service leave schemes are four times as costly as traditional long service leave schemes 
and the imposition of a levy across the Victorian workforce of the same magnitude as the 
existing levy in the Construction Industry Portable Long Service Leave Scheme would cost 
Victorian employers over $4 billion per annum. Traditional long service leave costs less than 
a quarter (approximately $927 million) of this $4 billion annual cost. 

Long service leave currently costs Victorian employers in the manufacturing industry around 
$115 million per year, which is about a quarter of the $458 million per year cost of a portable 
long service leave scheme.  

For employers in the health care and social assistance industry, the current long service 
leave cost is $82 million per year which is less than a quarter of the $358 million per year 
cost of portable long service leave. 

The general long service leave laws in Victoria already impose a significant cost burden on 
Australian employers and reduce international competitiveness, without the imposition of the 
major cost burden of portable long service leave entitlements.   

Long service leave is unique to Australia and New Zealand. When long service leave was 
widely introduced in Australia in the 1950s, Australia’s economy operated behind high tariff 
barriers. Today, Australia has one of the most open economies in the world and international 
competitive pressures are intense.  

The building and construction industry is not trade exposed like the manufacturing industry, 
and companies in the construction industry have more capacity to pass on higher costs to 
their clients.  Companies in trade exposed industries like manufacturing would undoubtedly 
be damaged through the much higher costs of portable long service leave entitlements.   

Manufacturers are currently doing it very tough. The industry, which is a large share of the 
Victorian economy, has endured an extended period of weakness since 2008. An additional 
2.7 per cent levy on the earnings of Victorian manufacturing workers would damage 
Victoria’s manufacturing industry and make Victorian firms less competitive against interstate 
and overseas firms. Firms in other industries would be similarly damaged. 
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The implementation of a portable long service leave scheme across the Victorian workforce 
would, in effect, impose a massive new tax on employment through the imposition of a 
portable long service leave levy. 

The adverse impacts on Victorian firms would be felt by Victorian workers through lower 
employment, downsizing and plant closures. 

Long service leave which accrues in the traditional way provides a significant benefit to 
employees and may provide some benefit to employers. There is an incentive for employees 
to remain with their existing employer and hence the employer may benefit from lower 
turnover. In contrast, portable long service leave does not provide a benefit to employers; it 
simply imposes a substantial cost burden. Portable long service leave schemes provide no 
incentive to employees to remain with their current employers. An employer may spend 
several years providing professional support and development to a worker only to lose them 
to another employer.  

In Victoria, under the regular long service leave laws, employees with 10 years’ service with 
the one employer and a proportion of those with between five to 10 years’ service (i.e. the 
proportion with seven years’ or more service) would qualify for long service leave with their 
employer.  

ABS statistics show that 25 per cent of employees have remained with the one employer for 
at least 10 years and a further 19 per cent have remained with one employer between five to 
10 years.  

Almost 30 per cent of employees in the manufacturing industry have 10 or more years of 
tenure with a particular employer. A further 20 per cent have remained with one employer 
between five to 10 years. 

About 25 per cent of employees employed in the health care and social assistance industry 
have been employed with the same employer for 10 years or more. Almost a quarter of 
people employed in this sector are aged between 45 and 54. 

Workers are less likely to move between jobs as they age and the median age of workers is 
increasing in Australia.  

Around 27 per cent of employees in the construction industry have remained employed with 
the same employer for 10 years or more.. This compares with less than 10 per cent who 
have been employed in the industry with the same employer for between one and two years. 

At the time when the construction industry portable long service leave scheme was 
introduced in Victoria in the 1970s, work in the industry was typically intermittent. Employees 
were employed for a project then their employment was terminated. These days, even in the 
building and construction industry, this is no longer the case. Nowadays most workers on 
construction projects are employed by subcontracting firms, not by head contractors, and 
workers are typically relocated from project to project by their employer without their 
employment being terminated.  

The ABS statistics demonstrate that there is no justification to extend portable long service 
leave entitlements into other industries.  

Also, arguments by unions that portability of long service leave is warranted because of the 
alleged casualization of the workforce are false and misleading.  

The proportion of persons who are working on a casual basis has been reasonably stable for 
the past 17 years at 19-20 per cent of workers. Indeed, it may have fallen a touch, with an 
average of 19.3 per cent of workers in casual employment from 2008-2013, versus an 
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average of 20.3 per cent for the period from 1998 to 2007. The proportion of employees with 
no leave entitlements peaked at 20.9 per cent eight years ago in 2007. 

In any event, since 2005, long-term casuals in Victoria have been entitled to long service 
leave in the ordinary way. Also, workers employed on a casual basis are entitled to a 25 per 
cent loading to compensate for the inability of some casuals to not accrue long service.  

The Productivity Commission is currently undertaking a review of the workplace relations 
framework in Australia, including long service leave laws. On 5 August 2015 it published a 
draft report which acknowledges the propensity of portable long service leave to dilute the 
purpose of long service leave and the negative impact that portable long service leave would 
have on employees and employers. After considering the evidence and arguments, the 
Productivity Commission has not recommended the implementation of portable long service 
leave entitlements. 

Ai Group urges the Committee to emphatically reject any extension of portable long service 
leave entitlements.  

In addition, we urge the Committee to recommend that numerous major problems inherent in 
the existing Victorian construction industry portable long service leave scheme, and its 
administrator CoINVEST, be addressed without delay.  The necessary changes are 
explained in some detail in our submission and include: 

1. The coverage of the construction industry portable long service leave scheme should 
be defined in the Construction Industry Long Service Leave Act 1997 rather than 
allowing CoINVEST to determine the coverage in its Rules; 

2. The key terms “construction work”, “construction industry” and “ordinary pay” should 
be defined in the Act rather than allowing CoINVEST to define these terms in its 
Rules; 

3. Section 10 of the Act should be amended to implement more reasonable information 
gathering powers for CoINVEST; 

4. More appropriate and effective dispute resolution and enforcement provisions should 
be implemented, including: 

• The Victorian Civil and Administration Tribunal (VCAT) should be empowered 
to deal with disputes arising under the Act, including coverage disputes; 

• CoINVEST should not have the power to take Court action against an 
employer to recover a debt that it alleges is owing until the VCAT processes 
have been exhausted; 

• A time limit of no more than six years should apply for back-pay claims 
against employers under the Act; 

• The criminal penalties in the Act should be replaced with civil penalties; and 

• Only industrial inspectors employed by the Victorian Government should be 
empowered to pursue penalties under the Act, not CoINVEST;  

5. The Ombudsman Act 1973 should be amended to give the Victorian Ombudsman 
jurisdiction to oversee and investigate the actions and decisions of CoINVEST; 

6. CoINVEST should be brought within the scope of the Freedom of Information Act 
1984 (Vic); 
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7. The Act should be amended to implement strict requirements and penalties to ensure 
that CoINVEST, its staff and its Board Members do not pass on information provided 
by employers and employees under the Scheme to unions or other external parties 
for unauthorised purposes such as union recruitment, industrial negotiations, etc; 

8. A new funding model should be implemented for the Scheme based upon the 
“project levy model” in the Queensland, New South Wales and Northern Territory 
schemes; and 

9. The Act should be amended to provide that it does not apply to any employer who is 
bound by other long service leave provisions in a statute or industrial instrument. 

The Construction Industry Long Service Leave Scheme is creating major cost risks and 
other problems for employers in a large number of industries. The Scheme needs to be 
amended without delay. 

We would be happy to endeavour to answer any questions that the Committee may have. 
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