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1. Executive summary 

The Australian Industry Group (Ai Group) is pleased to make a submission to the current inquiry 

into “The impact of Australia's temporary work visa programs on the Australian labour market and 

on the temporary work visa holders”.  

At a headline level, the Australian economy since 2010 can best be characterised as ‘slower and 

lower’, relative to the growth rates achieved in the decades prior to this one. This trend is evident 

across a range of key macroeconomic aggregate measures in 2015 including growth in real GDP, 

business profitability, productivity, employment, investment, interest rates, prices and incomes. 

But even as our output growth slows, skill shortages in key growth industries including mining 

services, engineering, education and health services are being exacerbated by structural changes 

across our economy, as well as the deepening demographic impacts of our ageing population and 

workforce. Around 10% of all Australian employees are now aged 60 or over and 18% are aged 55 

or over. And the current population ‘bulge’ in these age brackets means there are fewer young 

people ready for these professional roles as the baby boomers retire. 

The workforce effects of the ageing population are becoming increasingly evident in Australia’s 

falling labour force participation rates. In particular, the proportion of adult men (aged 15 years 

and over) in the labour force (working or seeking work) fell to an all-time low of 71% in 2014, 

before recovering slightly in early 2015. For women, the fall in labour force participation has been 

less pronounced, with the fall in the female participation rate implying around 30,000 fewer adult 

women actively participating in the labour force in 2015, compared with the last ‘peak’ female 

participation rate in 2011 (58.9%). Reflecting these drops in participation, the employment to 

population ratio fell to 60.9% in 2014, its lowest level since February 2005 (ABS trend data). 

At the younger end of the working population, rising education participation and changing 

industry skill demands have seen a declining share of employment going to young workers, with 

less than 6% of the workforce aged 15 to 19 years old and 10% aged 20 to 24 years old in 2015. 

Participation rates for these younger age groups is in long-term decline, with a sharper rate of 

decline evident over the past five years, as participation in formal tertiary education has risen. 

A welcome upturn in residential building activity is now under way in most cities across Australia. 

Forward planning and finance approvals indicate that residential and commercial construction 

activity will pick up significantly through 2015 and into 2016. These sectors are labour intensive 

and skill intensive so this upturn will exacerbate existing shortages of skilled building trades. 

Skilled immigration is needed to help fill this gap. Residential and commercial builders have also 

had a reduced ability to offer trades apprenticeships in recent years, due to the downturn in 

activity and reduced profitability in their sectors of activity. 

These skills shortages and labour hire difficulties in the key construction sectors are evident in 

recent Ai Group construction outlook surveys. During the six months to September 2014, close to 

half (45.7%) of construction businesses in Ai Group’s half-yearly Construction Outlook survey 

reported major or moderate difficulty in recruiting skilled labour. Sourcing sub-contractors was 
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also a major or moderate difficulty for over a third of construction businesses (34.3%). Across the 

broader economy, 12% of CEOs in Ai Group’s annual Business Prospects report for 2015 identified 

skill shortages as a major impediment to their business growth. This proportion has been broadly 

stable for the past three years, at 10-12% of CEOs. 

The Australian Industry Group also compiles performance indices for the manufacturing, services 

and construction sectors each month. These national indices are seasonally adjusted and 

calculated from a weighted mix of key indicators including sales, production, new orders, supplier 

deliveries and employment. All three performance indices continue to show relatively high wages 

growth in 2014, despite mixed levels of labour demand. This relative strength in wages suggests 

continuing pockets of skill shortages. All three surveys strengthened in the last quarter of 2014, 

showing a very welcome expansion in industry activity. Industry activity has tapered off again in 

2015, highlighting the sporadic and vulnerable nature of Australia’s growth pattern at present. 

The skill shortages situation is even more serious in relation to occupations requiring Science, 

Technology, Engineering and mathematics (STEM) skills. The occupations where there are 

shortages due to low STEM levels, as illustrated by a recent Ai Group report1, are: technicians and 

trade workers (41%), professional (26.6%) and managers (26.3%). This is deeply concerning 

considering the Office of the Chief Scientist recently reported that 75% of the fastest growing 

occupations require STEM skills and knowledge. 

The Australian Workforce and Productivity Agency has estimated that Australia will be 2.8 million 

short of the number of higher-skilled qualifications that industry will need by 2025. To be able to 

meet this need domestically, Australia will need to increase the provision of higher-skilled 

qualifications by 3% every year until 2025.  

We simply do not have the right people, with the right skills in the right places to do the jobs that 

our industry needs and we will need to rely on the immigration program and various working visa 

categories to help underpin our economic performance for the foreseeable future.   

In regard to the subject of the alleged abuse of the rights of workers in Australia under the 

migration program, this debate has focused unfairly on the relatively few employers who do not 

meet their obligations.  In our view, those employers should face whatever sanctions are available.  

However, no evidence has been presented which points to widespread or systemic abuse and we 

strongly object to the tone of the public debate which has had the effect of vilifying both 

employers and visa holders themselves. 

From our experience, the level of non-compliance is extremely low.  We are yet to see evidence 

from the increased monitoring that there is a greater level of non-compliance than the low levels 

we have assumed. 

Ai Group looks forward to ongoing participation in the Committee’s inquiry. 

                                                 
1 Lifting our Science, Technology, Engineering and Mathematics (STEM) Skills   Ai Group report, 2015. 
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2. The business environment in which 21st century 

workplaces operate 

2.1 Recent trends in the Australian economy 

At a headline level, the Australian economy since 2010 can best be characterised as ‘slower and 

lower’, relative to the growth rates achieved in the decades prior to this one. This trend is evident 

across a range of key macroeconomic aggregate measures for Australia including growth in real 

GDP, business profitability, real incomes, productivity, employment and investment. 

The ‘new normal’? slower growth in output, productivity and incomes 

In real output (inflation-adjusted) terms, GDP grew by an annual average of just 2.7% over the 

past five years and 2.5% in 2014, well below the long-term average of 3.2% p.a. (chart 1). There 

are many factors contributing to this latest slow period, which has been evident despite the 

positive stimulus from mining investment boom which peaked from approximately 2008 to 2012. 

Indeed, the boost received from mining investment during this period partially masked the flat or 

declining trends occurring elsewhere in the economy due to factors including: a cyclical lull in local 

residential house construction; an extended period of the Australian dollar trading above parity 

with the US dollar (2010-13); effects of the GFC in advanced economies (e.g. low inflation and low 

rates of return); structural changes in key global supply chains, with production hubs moving East; 

demographic changes; and technological changes that are affecting many parts of the economy. 

While it is to be hoped that this extended slow period is an aberration and Australia will return to 

something closer to ‘trend’ growth (3 ¼ % p.a.), the long-term nature of some of these trends and 

adjustment processes means it is entirely possible that GDP growth rates of 3% or under could 

settle in to become Australia’s ‘new normal’ rate of growth. 

Chart 1: Australian GDP growth (real value added output) 

 

Source: ABS, National Accounts, to Dec 2014 
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As Treasury noted in its latest Intergenerational Report (March 2015), stronger productivity 

growth is required if we are to overcome these multiple headwinds to growth. Australian 

productivity growth rates have been trending lower, in a similar pattern to real GDP growth and 

other key indicators. At a national level, Australian multifactor productivity has flatlined at best 

since the turn of this century (see Chart 2). And compared to our global competitors, Australia has 

performed especially poorly, with national multifactor productivity falling by an average of 1.2% 

p.a. from 2007 to 2011 and by 1.3% in 2012 and 2013, compared with global estimates of an 

improvement of 0.6% p.a. from 2007 to 2011, 0.2% in 2012 and -0.1% in 20132. 

Some of this decline in national multifactor productivity since 2003-04 has been due to the unique 

influence of unusually large long-term investments in mining and utilities during this period that 

have not yet resulted in a fully commensurate increase in output volumes (e.g. due to time lags 

between investments and their output growth). But weak productivity growth is apparent in other 

industries also (see Chart 2). This suggests that Australia’s productivity problem runs deeper than 

just this temporary capital expansion cycle in mining and utilities. It requires a response at both: 

1. the national level, that is, macroeconomic policy that enhances our allocative flexibility and 

efficiency across industries and sectors; and 

2. the workplace level, that is, microeconomic policy that enhances our productive flexibility 

and efficiency with regard to innovation, technology and work practices within businesses. 

Good macroeconomic policy should aim to enable flexibility and agility across the economy, such 

that individual workplaces are able to respond rapidly to new technologies and innovations that 

improve their productivity. Flexibility in the workplace is especially important to this process. 

Chart 2: Australian multifactor productivity, selected market-based industries 

 

Source: ABS, Estimates of multifactor productivity, 2013-14, (Dec 2014). 

                                                 
2
 Productivity Commission estimates calculated from the Conference Board Total Economy Database, in PC 2014. 
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Australia’s mix of output: rebalancing is required 

As Australia moves beyond the resources boom that has reshaped our economy over the past 

decade (with a large investment cycle now being followed by large increases in mining output 

volumes), it is becoming increasingly urgent that other, non-mining industries and sectors improve 

their growth in investment, employment, output and incomes. This issue lies at the heart of long-

standing concerns about relatively low non-mining business investment held by the RBA, which 

have prompted it to cut Australia’s cash rate to a record low of 2.25% in February 2015. 

In addition to this (very welcome) monetary policy response, Ai Group has been calling for some 

time for our national microeconomic policy framework to more actively encourage and enable the 

rebalancing that is now required.3 To illustrate this task, Australia’s two largest industries, finance 

and insurance and mining, currently contribute around 9% of GDP each, in value-added output 

terms (see Chart 3). They are growing more rapidly than other industries and so their dominance – 

and our dependence on them - is increasing. Among other large industries, construction and 

health services are also growing well, largely for demographic reasons. Other larger industries are 

faring less well however, so the range of industries that are driving our growth is narrowing. 

Chart 3: Australian industries, value added output and latest growth rate (Q4 2014) 

 

Source: ABS, National Accounts, to Dec 2014 

The implications of this narrow growth base for Australia’s economic outlook were highlighted 

recently by the OECD. Indeed, in its latest assessment of the Australian economy, the OECD noted 

that “with the end of the mining boom, Australia must look toward non-resource sectors for future 

growth”. In order to achieve this, economic policy must seek “rebalancing to sustain growth” and 

that it must “enable the economy to diversify towards more sectors of high-value added activity” 

The OECD recommends that in response, Australian economic policy should focus on: 

                                                 
3
 See for example, Ai Group (March 2014), Growing and rebalancing the Australian Economy: Ai Group’s 10 point plan for a strong 

and diversified economy. 
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“further improving the operating environment for the private sector, most importantly in 

infrastructure, taxation, labour skills and innovation. Improving educational and labour 

market opportunities for minority groups would not only reduce social exclusion but also 

boost growth potential.” 4 

Similarly, the Australian Treasury’s latest Intergenerational Report (March 2015) highlights the 

urgency of implementing policy that fosters business flexibility and sustainability. It aims for a 

“policy agenda [that] will support productivity growth by helping to position Australian 

businesses to be flexible, competitive and robust in the face of dynamic global conditions.” 

The Treasury lists this current Productivity Commission Review of workplace relations as a key 

step toward identifying workplace relations reforms that will support this long-term objective. 

Australian business global competitiveness:  improvement is required 

The World Economic Forum’s (WEF) Global Competitiveness Index and other data sources indicate 

that Australia’s global competitiveness has slipped in recent years, falling to 22nd in 2014-15, from 

an all-time national best ranking of 15th place in 2009-10. These numbers are the statistical 

expression of the commonly heard comment from business leaders that “Australia has become a 

very expensive country in which to make things or to do business” (see Table 1). 

Table 1: WEF Global Competitiveness Indexes: Australia’s ranking 

Year Overall 
competitiveness 

Flexibility of 
wages 

Burden of Gov. 
regulation 

Technological 
readiness 

Business 
Innovation 

2007-08 19 87 68 17 22 
2008-09 18 90 66 19 20 
2009-10 15 75 85 20 20 
2010-11 16 110 60 23 21 
2011-12 20 116 75 22 22 
2012-13 20 123 96 19 23 
2013-14 21 135 128 12 22 
2014-15 22 132 124 19 25 

Source: WEF Global Competitiveness Reports 

Arguably Australia’s loss of global competitiveness in recent years has been partly due to other 

countries doing better and moving up the ranks, but in some areas Australia’s performance has 

deteriorated in absolute terms (e.g. in the burden of Government regulation and in the cost of 

staff redundancies). With regard to the WEF series and other global data, it is sometimes argued 

that Australia’s relatively poor performance is a matter of perception rather than measurable 

reality. In the global context however, perception matters almost as much as reality, since 

expectations and impressions play a significant role in the decision-making of businesses and 

individuals regarding when and where to place their next investment in labour and capital. 

                                                 
4
 OECD (Dec 2014), 2014 OECD economic survey of Australia: rebalancing to sustain growth, and OECD (February 2015), Economic 

Policy Reforms 2015: Going for Growth (pp. 141-144). 
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This loss of competitiveness is not simply a temporary or relative cost story that can be put down 

to our high dollar, after several years of ‘over parity’ AUD trading against the US dollar. While the 

high Australian dollar has most definitely contributed to the tough trading conditions facing 

Australian business in recent years (our own case of ‘Dutch disease’), it is not the only factor. 

The five key weaknesses that the WEF series identifies as impeding Australian businesses’ global 

competitiveness in 2014-15 and as requiring a response are:  

1. 25.4% of businesses nominated restrictive labour regulations. A restrictive labour market 

has topped the list of key business impediments in Australia in each of the WEF’s Global 

Competitiveness Reports since 2008-09, but a far higher proportion of business leaders 

said it is an impediment in 2014-15 than in previous years. This suggests that labour 

regulations have become a greater impediment to competitiveness in Australia in 2014-15. 

2. 11.1% of businesses nominated tax rates, reflecting the relatively high rate of corporate 

taxation in Australia (although the total tax burden is near the average of OECD countries). 

3. 10.7% of businesses nominated inefficient Government bureaucracy, highlighting the 

burden that government regulation and reporting requirements (including labour 

regulation) place on businesses, in terms of its time and cost to business. 

4. 10.1% of businesses said an inadequate supply of physical infrastructure (e.g. in transport 

and telecommunications) is impeding Australian business competitiveness.  

5. 10.0% of businesses nominated tax regulations, reflecting the complexity and reporting 

requirements associated with Australia’s taxation system. 

Other problems for Australian business in 2014-15 that relate to the labour market include: 

• Poor work ethic in national labour force (9.2% of businesses commenting on Australia); 

• Insufficient capacity to innovate (5.3%); and 

• Inadequately educated workforce (3.7%). 

Delving deeper into the labour market indicators contained in the WEF Global Competitiveness 

series, Australia ranked 56th (of 144 countries) in 2014-15 for the ‘labour market efficiency’ pillar, 

which is comprised of 10 separate indicators of labour market efficiency. In order of best to worst 

performance on these labour market indicators in 2014-15, Australia ranked: 

13th for Reliance on professional management 

16th for Country capacity to attract talent  

28th for Country capacity to retain talent 

50th for Redundancy costs (measured by weeks of salary) 
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54th for Women in labor force (measured by ratio to men)  

80th for Effect of taxation on incentives to work  

109th for Cooperation in labor-employer relations  

125th for Pay and productivity  

132nd for Flexibility of wage determination  

136th for Hiring and firing practices  

The WEF Global Competitiveness series suggests that on this set of labour market indicators, 

Australia’s relative performance has deteriorated in recent years (see Chart 4). This relative 

deterioration is partly due to labour market reforms in other countries that have improved their 

ranking relative to Australia’s, but also due to an outright decline in Australia’s score on some key 

measures. These include the flexibility of wage determination; hiring and firing practices; pay and 

productivity for workers; and cooperation in workplace labour relations. 

Chart 4: Australia’s global ranking on selected labour market indicators 

 

Source: WEF Global Competitiveness Reports 

In 2014-15, Switzerland was ranked again as the most competitive country in the world, closely 

followed by Singapore. This is the six consecutive year in which Switzerland has topped the WEF 

Global Competitiveness Index. Highly advanced large economies including the US, the UK, Japan 

and Hong Kong continue to dominate the Top 10 list, as do the more specialised and ‘boutique’ 

northern European nations. These nations all tend to share competitive characteristics such as: 

• very open and competitive trade facilities (including large and efficient ports),  

• advanced manufacturing sectors,  

• very high education standards and  

• strong and stable financial, legal and political systems. 
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2.2 Recent trends in the Australian labour market 

Employment, unemployment, under-employment and participation 

The following trends in the Australian labour market set out the broad parameters in which to 

consider how best to improve employment opportunities and labour force participation: 

• Total employment growth has been weak since 2011, with annual growth rates of well 

under 2% since June 2011 (trend). This equates to monthly net jobs growth numbers of 

15,000 to 18,000 at best, compared with net jobs growth that regularly exceeded 30,000 

per month in the decade up to 2011. Most recently, total employment growth improved to 

around 1.6% p.a. (around 20,000 per month, trend) in the first months of 2015. Jobs 

growth remains weaker than labour force growth (currently 23,000-25,000 per month, or 

1.9% p.a., trend) or adult population growth (currently 33,000 per month, or 1.7% p.a. to 

1.8% p.a.) and hence it is too weak to push the unemployment rate significantly lower. 

• The prevalence of part-time employment (defined by the ABS as less than 35 hours per 

week) rose to a record high of 30.7% of the workforce in late 2014 (trend) and remains at 

that level (see chart 6). Of the 392,000 jobs added to the economy over the three years to 

March 2015, 234,000 (60%) have been part-time employment. This increase in part-time 

work relates to changes in Australia’s industry mix, with stronger labour demand from 

industries that have higher needs for shift work, part-time work and flexible arrangements. 

On the supply side, increased workforce participation among women with childcare 

responsibilities and older people means that more workers prefer to work part-time rather 

than full-time or not at all. Indeed, the latest data on under-employment suggest that at 

least 70% of those working part-time in February 2015 were not able to work more hours. 

• Unemployment numbers and the unemployment rate appear to be ‘stuck’ at around 

760,000 people or 6.2% of the labour force actively seeking work (March, trend). The 

unemployment rate has been over 6% since June 2014 and over 5% since June 2011. 

• A further 8.7% of the workforce were under-employed in February 2015 (that is, in work 

but willing and able to work more hours in the labour force surveys, trend). This is the 

highest such rate in the history of this data series, dating back to 1978. This rise in under-

employment is directly related to the rise in part-time work as a proportion of the labour 

force. Within the part-time workforce, the proportion of workers who are under-employed 

had been relatively stable, at around 26% since 2009, but it rose to 29% in February 2015. 

• The participation rate is drifting lower as the population ages. It has, however, fallen by a 

greater margin for men over the past three years than it has for women, suggesting greater 

numbers of ‘discouraged workers’ among men. This disparity probably reflects the decline 

in labour demand in the industrial sectors that traditionally employ more men, including 

machinery manufacturing, utilities and construction. This has begun to turn around in 

2015, as employment in the very large (male-dominated) construction sector recovers. 
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• At the younger end of our working population, rising education participation and changing 

industry skill demands have seen a declining share of employment going to young workers, 

with less than 6% of the workforce aged 15 to 19 years old and around 10% aged 20 to 24 

years old in 2014. For those that are in work, the majority of younger workers are in 

services sectors such as retail and hospitality and work part-time only (72% of 15-19 year 

old workers and 37% of 20 to 24 year old workers), to fit in with their studies 

• Participation rates for the younger age groups is in a gentle, long-term decline, with a 

sharper rate of decline evident over the past five years as participation in formal tertiary 

education has risen. For 20-24 year olds, labour force participation fell from a recent peak 

of 82.2% in 2008 to 78.1% in late 2014. For 15 to 19 year olds, labour force participation 

fell from a recent peak of 59.5% in 2008 to 53.3% in the middle of 2014 (see chart 8). It is 

now at comparable levels to the 60-64 year old age group. Participation for 15 to 19 year 

olds appeared to stabilize later in 2014 and may have recovered slightly in early 2015. 

Chart 5: Employment growth per month, full-time and part-time status (trend) 

 

Source: ABS, Labour Force Australia, estimates as of March 2015 

Chart 6: Unemployment, under-employment and labour utilisation rates (trend) 

 

Source: ABS, Labour Force Australia, estimates as of Feb Qtr 2015 
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Chart 7: Labour market participation rates, by sex (trend) 

 

Source: ABS, Labour Force Australia, estimates as of March 2015 

Chart 8: Labour market participation rates, by selected age group (trend) 

 
Source: ABS, Labour Force Australia, Detailed quarterly estimates, as of March 2015 

Employment trends by industry 

Employment has been growing more strongly in services sectors than in the industrial sectors for 

some time. Healthcare and social services is Australia’s single largest employing sector, with just 

under 1.4 million employees as of February 2015, equal to 12% of the workforce, or 1 in 12 

workers nationwide (chart 9). Health sector employment grew by an average of 3.8% p.a. over the 

decade to 2014, adding an average of 43,200 workers each year. This industry has the highest 

proportion of female workers in Australia, at 78% of the workforce in 2014. It also has one of the 

highest rates of part-time work, with around 45% of healthcare workers working part-time 

(ranging from 35% in hospitals to 57% in residential care services). Actual hours of work per 

employee in healthcare averaged 29.4 hours per week as of February 2015, versus the all-industry 

average of 33.9 hours. Over the five years to February 2015, 26% (201,000 jobs) of the 770,000 

net additions to the workforce were in health (ABS labour force, trend data). 

In second place came professional services, which added 127,000 jobs (16.5% of total jobs 

growth) in the five years to February 2015. Professional services employees work 36.3 hours per 
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week on average and earn above-average salaries. Other relatively large industries that employ 

large numbers of part-time workers - retail trade and hospitality – have also grown relatively 

strongly in recent years. These two industries increased their employment numbers by 82,800 and 

86,400 respectively over the five years to February 2015, accounting for 10.8% and 11.2% of total 

net employment growth over that period. 

The dominance of these four sectors in recent employment growth (collectively accounting for 

65% of net employment growth over the five years to February 2015) means that their labour 

demand characteristics go a long way to explaining recent trends in headline employment, 

including the rising share of part-time and female workers. These trends all look set to continue. In 

turn, this pattern of demand can be expected to further elevate the importance of flexible work 

and especially flexible work hours arrangements in enabling stronger employment growth. 

Chart 9: Industry employment, 2005 and 2015 (trend) 

 

Source: ABS, Labour Force Australia, detailed quarterly, estimates as of Feb Qtr 2014 

Conversely, manufacturing has shed 143,700 positions since 2008, equivalent to 13.6% of its 2008 

workforce. Around three quarters of manufacturing workers were male in 2014, and 19% were 

aged over 55 years (versus 17% for all industries). Paradoxically, the large scale and very visible 

nature of this shrinkage can make it more difficult for remaining businesses to retain and attract 

the skilled labour they need, such that skill shortages persist even through these workforce cuts. 

Skills shortages and labour hire difficulties remain even more visible across the major growth 

sectors of the economy and especially in the construction sector. Recent Ai Group construction 

outlook surveys indicate that during the six months to September 2014, close to half (45.7%) of 

construction businesses in Ai Group’s half-yearly Construction Outlook survey reported major or 

moderate difficulty in recruiting skilled labour. Sourcing sub-contractors was also a major or 

moderate difficulty for over a third of construction businesses (34.3%). Across the broader 

economy, 12% of CEOs in Ai Group’s annual Business Prospects report for 2015 identified skill 

shortages as a major impediment to their business growth. This proportion has been broadly 

stable for the past three years, at 10-12% of CEOs. 
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3. Temporary worker visa trends 

3.1 Recent trends in temporary work skilled (457) visas 

The latest Department of Immigration data show the numbers of new 457 visas being granted and 

the total number in Australia declined in 2014, after reaching a recent peak in 2013. New 457 

primary visas have been trending downwards since early 2013, from over 5,000 granted per 

month in early 2013 to less than 4,000 per month in late 2014 (see chart 10). In total, there were 

167,910 457 visa holders (including 90,040 primary 457 visa holders) present in Australia on 31 

December 2014, 0.7% fewer than at the same time in 2013 (see chart 11). 

Chart 10: New 457 primary visas granted, per month 

 

Source: Department of Immigration and Border Protection, Subclass 457 quarterly report, 31 Dec 2014. 

Chart 11: All 457 visa holders in Australia, annual (end of year) 

 

Source: Department of Immigration and Border Protection, Temporary entrants and New Zealand citizens in Australia, 31 Dec 2014. 
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3.2 457 visas in the context of the Australian labour market 

Recent Department of Immigration data indicates that primary 457 visa holders are working in the 

industries and occupations that report the highest incidences of skill shortages and special needs. 

The largest numbers of primary 457 visa holders in 2014 worked in food and accommodation 

services and in personal and other services, but this largely reflected the large size of the 

workforce in these industries. Relative to size of the workforce in each industry, the highest 

concentrations of primary 457 visa workers were located in the IT industry (3.6% of IT employees 

in 2014), followed by personal services (2.6%), mining (1.9%) and food and accommodation 

services (1.8%) (see Table 2). The healthcare sector employed over 9,000 people on primary 457 

visas in 2014, but the huge size of this industry (the largest employer in the country) means that 

457 visa holders accounted for just 0.6% of the total healthcare workforce in 2014. Across all 

industries, primary 457 visa holders accounted for around 0.8% of the total workforce in 2014. 

Another 77,000 people held 457 visas that were not their primary (first) 457 visa in 2014. The 

employment details of this group are not published by the Department of Immigration, but they 

probably follow a similar pattern of distribution to primary 457 visa holders. 

Table 2: Number of primary 457 visa holders by industry, as of 31 Dec 2014 

Industry Total employed, 

Nov 2014 (‘000) 

Primary 457 

visa holders 

% of industry 

workforce 

Information, media & telecomms  216.0   7,790   3.6  
Personal & other services  472.0   12,070   2.6  

Mining  228.0   4,220   1.9  

Accommodation & food services  809.5   14,440   1.8  

Utilities  140.0   1,470   1.0  
Construction  1,049.1   7,820   0.7  

Professional, scientific services  953.7   7,040   0.7  

Finance & Insurance  411.6   3,010   0.7  

Health care & social assistance  1,387.5   9,010   0.6  

Agriculture  321.3   1,860   0.6  

Wholesale trade  389.0   2,210   0.6  

Manufacturing  915.4   5,070   0.6  

Retail trade  1,246.8   5,500   0.4  
Education & training  908.6   3,480   0.4  

Arts & recreation services  227.0   860   0.4  

Transport, postal & warehousing  599.2   1,810   0.3  

Rental, hiring & real estate  214.8   610   0.3  

Administrative & support services  380.1   530   0.1  

Public administration & safety  729.0   590   0.1  

Industry not available   640   

All Industries  11,598.6   90,030   0.8  
Source: ABS Labour force Australia, Detailed quarterly, and Department of Immigration, and Border Protection, Subclass 457 
quarterly report, 31 Dec 2014. 

The occupations and skill levels of primary 457 visa holders in 2014 are predominantly 

professionals (42% of the 90,040 primary 457 visas held as of 31 Dec 2014), technicians and trades 

(30%) or managers (20%). These three high-skill occupational levels accounted for 93% of primary 



Ai Group Submission to Senate Inquiry into Temporary Work Visa Programs 

17 

457 visas granted in the last six months of 2014, indicating that the 457 visas are being used to fill 

high-skill jobs and specialist positions, as intended. 

457 visas are granted only for occupations that the Department of Immigration has identified as 

being in shortage (the Skilled Occupation List). So, by definition, all of these occupations have 

been deemed to be in shortage, nationally and/or in particular locations (including in regional or 

rural locations). This list is reviewed annually. The Department of Immigration’s data indicate that 

the most common occupations for primary 457 visas granted in the second half of 2014 were: 

• In the IT sector, developer programmer (4.7% of primary 457 visas granted in the six months to 

31 Dec 2014), ICT Business Analyst (2.8%) and software engineer (2.8%). 

• In the hospitality sector, cooks (4.6%), chefs (2.2%) and restaurant managers (3.8%). The 

number of primary 457 visas granted for cooks and restaurant managers declined significantly 

in the second half of 2014 compared to a year earlier (-23.6% and -19.0% respectively), 

possibly reflecting reduced demand for these roles in temporary, remote and regional 

locations, as the mining construction boom moved past its peak. 

• In health, GPs (2.2%) and resident medical officers (1.7%). 

• Across other industries, marketing specialists (2.9%), marketing managers (1.9%), 

management consultants (2.5%) and accountants (2.1%) were prominent among 457 visas 

granted in the second half of 2014. 

3.3 457 visa holders’ remuneration 

In terms of the remuneration paid to 457 visa holders, a comparison between average full-time 

adult earnings across the economy (the ABS’ AWOTE data series, as of Nov 2014) and the 

remuneration of 457 visa holders reported to the Department of Immigration indicates that on 

average, 457 visa holders are paid more than their industry average earnings, for both their base 

salary and their total remuneration. On average, 457 visas granted in the second half of 2014 were 

for positions paying a base salary of $89,100 and total remuneration of $96,300, compared to an 

average ordinary-time salary of $76,804 for all full-time employees across Australia. That is, 457 

visa holders earned an average of 16% more than the average pay for all workers in their base 

salary, and 25% more in their total remuneration, as reported to the Department. In only one 

industry – IT & telecoms – was the average base salary for 457 visa holders below the AWOTE for 

that industry in Dec 2014, but their total remuneration remained 2.5% higher than AWOTE.  

These remuneration data confirm the oft-heard anecdotal observation that 457 visa employment 

is not a cheap option for employers and can cost more than employing a local employee. They 

confirm that on average, 457 visa holders are paid MORE, not less than, their local counterparts. 
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Table 3: Remuneration of primary 457 visas granted, by industry, as of 31 Dec 2014 

Industry Full-time ordinary 

time earnings*, 

Primary 457 visa holders,  

Dec 2014 
 Nov 2014 ($) Base salary All remuneration 

Mining  $   129,714   $   145,500   $            184,900  
Professional, scientific services  $     93,350   $     94,800   $              97,900  

Financial and insurance  $     89,736   $   118,000   $            123,300  

Information, media & telecomms  $     86,913   $     78,500   $              89,100  

Utilities  $     84,822   $   122,800   $            131,000  
Education and training  $     81,427   $     83,900   $              86,100  

Public administration and safety  $     80,049   $   100,000   $            104,100  

Construction  $     76,705   $     98,300   $            106,700  

Transport, postal & warehousing;  $     75,494   $   100,200   $            106,000  

Wholesale trade  $     73,528   $     88,800   $              96,600  

Health Care & social assistance  $     72,779   $     90,700   $              94,100  

Manufacturing  $     70,424   $     89,800   $            100,100  

Arts and recreation services  $     67,163   $     91,800   $              93,300  
Rental, hiring and real estate  $     66,716   $     79,600   $              80,600  

Administrative &support services  $     66,201   $   113,600   $            113,900  

Personal & other services  $     57,002   $     91,400   $              99,500  

Retail trade  $     55,307   $     79,100   $              82,900  

Accommodation & food services  $     53,934   $     58,300   $              59,300  

Agriculture na  $     72,900   $              75,100  

All Industries  $     76,804   $     89,100   $              96,300  
* Average full-time adult ordinary time weekly earnings multiplied by 52 weeks. 
Source: ABS Average Weekly Earnings Australia, and Department of Immigration, and Border Protection, Subclass 457 quarterly 
report, 31 Dec 2014. 

3.4 457 visa criteria for employers 

In regard to Labour Market Testing, it is clear from this analysis that sourcing skilled labour via 457 

visas attracts a significant premium over hiring locally and this ensures that in the vast majority of 

cases employers will only go down the 457 path when they have exhausted local options.  In this 

way, employers themselves test the market thoroughly before choosing to hire through the 457 

program.  The visas are also available only for skills which are demonstrated to be in demand.  

Stringent testing will simply add more unnecessary bureaucracy.   

For example, advertising in a period of time before applying can be costly when a business may 

know from past experience that their chances of sourcing labour locally are non-existent.  Delays 

caused by such testing could prevent a business from meeting urgent commercial needs.  Labour 

market testing is inefficient and unnecessary red tape for business. 

In terms of Labour Agreements (LAs) and Enterprise Migration Agreements (EMAs), both LAs and 

EMAs require significant demonstration that the proposed positions cannot be filled from the local 

labour market.  Similarly EMAs require: 

a) Evidence that there are genuine skills shortages in the local area, and  

b) Evidence of efforts to use Australian workers first.    
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This is sufficient testing given the broader scope of these Agreements over standard 457s.  As the 

Department of Immigration and Citizenship web site itself states in reference to LAs: 

The labour market testing for 457 is not explicitly included in criteria – it is a demand driven visa. 

Employers/sponsors may conduct a labour market test for the purpose of establishing the market 

salary rate but not necessarily to respond to any other specific criteria. Criteria like TSMIT and 

Training Commitments (and to some extent the Sponsor obligations) effectively prompt the 

employers to consider local labour market first.5 

Employers are already “effectively prompted” to test the market.  Adding any further 

administrative burdens to the visa program will make the visa less accessible and less able to meet 

the economic need for which it was designed.  A declaration by an employer that they have tested 

the market and have not found suitable applicants should be sufficient.  Exemptions from labour 

market testing for employers with a proven positive track record of engagement with the 

immigration program should also be expanded. 

The temporary skilled worker program provides enormous benefits across the economy in terms 

of giving companies the flexibility to respond to economic needs through the ability to source 

otherwise scarce skilled labour.  As mentioned earlier, for a company already under significant 

economic pressure, failure to be able to source skilled labour could mean the difference between 

their survival and continuing operations.   

For some, without access to such a program, the pressure to move their operations off-shore may 

become compelling to the detriment of its employees in its domestic operations. 

The significant costs associated with accessing the program also ensure that employers will also 

seek locally trained staff or train their own people before resorting to immigration options.  As 

such, training benchmarks also create unnecessary bureaucracy. 

3.5 457 visas in the context of skilled migration 

As noted in Ai Group’s recent submission to the 2015-16 Federal Budget (January 2015), 

Australia’s permament Migration Programme Planning levels were kept unchanged in the Federal 

Budget for 2014-15 (May 2014) for a third consecutive year, at 190,000 places. 

Within the permanent migration program, skilled migration has remained capped at around 

128,000 arrivals per year. This static policy means that permanent migration and especially skilled 

migration has not kept pace with growth in the Australian population (1.75% p.a. average for 2012 

to 2014) or in the Australian workforce (1.1% p.a. average for 2012 to 2014). As a result, skilled 

migration has fallen as a proportion of the workforce (from 1.13% in 2012 to 1.11% in 2014) and 

as a proportion of the population. 

                                                 
5 Labour Agreement Booklet – DIAC website 
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This widening gap between the skilled migration program and general employment growth is 

contributing to skill shortages and needs to be redressed. For the 2015-16 Federal Budget, Ai 

Group recommended that: 

• the Government’s annual migration planning level be lifted from 190,000 to 220,000 for 

2015-16 and beyond; and  

• more emphasis be given to the skilled migration portion of the program and especially the 

demand-driven components of the skilled migration program. 

This proposed increase takes into account the proven benefits to the economy of a stronger 

migration program. This is necessary in order to support positive growth in our population and 

especially in our adult workforce, due to relatively low rates of natural population growth and our 

ageing population, which is pushing long-term trend rates in workforce participation lower. 

Table 4: Migration programme outcomes and planning levels to 2014-15 

Category 2010–11 2011–12 2012–13 2013–14 2014–15 

Family stream 54 543 58 604 60 185 61 112 60 885 

Employer Sponsored 44 345 46 554 47 740 47 450 48 250 

Skilled Independent 36 167 37 772 44 251 44 984 43 990 

State, Territory, Regional Nominated 25 292 34 047 29 769 29 756 28 850 

Distinguished Talent 125 180 200 200 200 

Business Innovation & Investment 7 796 7 202 7 010 6 160 7 260 

Total skill 113 725 125 755 128 973 128 550 128 550 

Total migration programme 168 685 184 998 190 000 190 000 190 000 

Source:https://www.immi.gov.au/media/statistics/statistical-info/visa-grants/migrant.htm 

Notes: Total does not include refugee intake (20,019 in 2012-13 and 13,750 in 2013-14), New Zealand citizens, 

students and other temporary visa holders. 

In Ai Group’s annual Business Prospects report for 2015, 12% of CEOs continue to identify skill 

shortages as a major impediment to their business growth. This proportion has been broadly 

stable for the past three years, at 10-12% of CEOs. 

A higher skilled migration intake is especially appropriate at present due to Australia’s relatively 

low workforce participation rate; the deepening effects of our ageing workforce (with around 10% 

of all Australian employees now aged 60 or over and 18% aged 55 or over); and persistent skills 

shortages in key growth industries such as construction, professional services and health. Against 

this background, the Department of Employment (Industry Employment Projections, March 2014) 
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estimates that even if our current modest employment growth rates continue, Australia will need 

838,100 additional workers by 2018, or 7.2% more workers than were employed in 2013. 

The construction industry for example, employs over one million people and is currently 

Australia’s third largest employing industry, accounting for 9% of the workforce. It has grown by 

an average of 2.5% over the past decade, adding around 24,000 employees per year. Healthcare is 

even larger, with 1.4 million employees (12% of the workforce and the single largest employer). It 

has had an average annual workforce growth rate of 4% over the past decade, equating to around 

45,000 net additional employees per year. 

Looking ahead, the residential cycle recovered strongly in 2014 and is moving higher again in 2015. 

Australian Treasury (MYEFO, Dec 2014) expects national investment in dwellings (including new 

housing, alterations and additions) to grow by 8% in 2014-15 and 5.5% in 2015-16, after a solid 

recovery of 5.1% in 2013-14. Skills shortages and labour hire difficulties are expected to increase 

as the volume of housing construction picks up pace again. Ai Group’s latest Construction Outlook 

Report (Oct 2014) indicates that during the six months to September 2014, 46% of construction 

companies reported ‘major or moderate difficulty’ in the recruitment of skilled labour and 34% 

citing ‘major or moderate’ difficulty in sourcing sub-contractors. 43% of construction companies 

were expecting further difficulties in hiring suitably skilled workers in the six months to March 

2015 and 34% were expecting to experience difficulties in hiring sub-contractors. 

The Department of Employment (Industry Employment Projections, March 2014) estimates that 

construction will need 83,500 more employees by 2018 than it had in 2013, while healthcare will 

need 229,400 more employees and professional services will need 88,700 more employees. Other 

growth industries which tend to require higher skill levels include education (projected to require 

118,900 more workers by 2018), finance (20,500 more workers) and transport services (32,000 

more workers by 2018). 

In addition to these industry-specific trends, skill shortages are becoming endemic in occupations 

requiring strong Science, Technology, Engineering and Mathematics (STEM) skills. In 2013, the 

Australian Workforce and Productivity Agency (AWPA) estimated that Australia will be 2.8 million 

short of the number of higher-skilled qualifications that industry will need by 2025. To be able to 

meet this need domestically, Australia will need to increase the provision of STEM-related higher 

skilled qualifications by 3% every year until 2025. 

A larger skilled migration program is necessary to help manage these trends and to assist in 

smoothing the path to future growth across the economy. 

In the absence of a larger skilled migration program, the temporary 457 visa class can help to fill 

these gaps, albeit on a temporary basis only, and without all of the additional benefits that 

permanent skilled migration can bring to the Australian economy and to local communities. 

3.6 Working holiday (417 and 462) visa holders 

The latest Department of Immigration data show the number of working holiday visas peaked at 

178,982 people in 2013. The number declined by 10.1% to 160,941 holiday visas in 2014 (see chart 

12). The number of people being granted a second year extension to their 417 visa has also risen, 

from 26,821 in Dec 2012 to 37,088 in Dec 2014. 
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No detail is published about the employment locations and experiences of this group of temporary 

visitors, than for 457 visa holders. Ai Group has no additional information about employment 

trends or characteristics for this group of temporary visitors. We understand that working holiday-

makers are not commonly utilised to fill professional or skilled vacancies, due to the conditions of 

their visas and to the age and skill base of this group. 

Chart 12: all working holiday visa holders in Australia, annual (end of year) 

 

Source: Department of Immigration and Border Protection, Temporary entrants and New Zealand citizens in Australia, 31 Dec 2014. 

It is important to note that regardless of the much broader entry requirements which apply to this 

visa category, these overseas workers still maintain the same strong protections of Australian 

workplace law (see section 4 below). Employers who do not provide the legally required pay and 

conditions to which these workers are entitled should and do face appropriate legal penalties. In 

addition, there are sanctions under the Migration Act for employers who fail in their obligations to 

these workers. 
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4. Visa holders and workplace relations    

Australian workplace relations law and regulation, namely the Fair Work Act 2009, applies to 

overseas workers working in Australia on 457 visas, or indeed any visa category, as it does to 

Australian workers.  

In addition the work rights of working visa holders are also protected by the Migration Act.  For 

example, a 457 visa holder must receive pay no less than that of any Australian employee who is 

performing the same role as the visa holder in the workplace and must not be required to 

reimburse the work sponsor for the costs relating to being the approved work sponsor including 

recruitment and migration agent costs.  

The Fair Work Ombudsman (FWO) is tasked with protecting the working rights of working visa 

holders and recent activity by the FWO suggest that it actively does. For example, the FWO in a 

recent 5 May 2015 media release revealed that it is prosecuting an Albury café owner for allegedly 

coercing Indian workers into paying their employer thousands of dollars in return for his support 

for their visas.6  

Recent legislative changes in 2013 expanded the FWO’s role with respect to the monitoring of the 

working terms and conditions of 457 visa holders. As a result of these changes all Fair Work 

Inspectors were also appointed as Migration Inspectors under the Migration Act.   

Using these new powers the FWO assessed 1,029 entities employing 1,902 (457) visa holders in 

the year 2013-2014 and referred 243 entities to the Department of Immigration and Boarder 

Protection with respect to concerns that these entities were not meeting their wage or position 

obligations to 338 workers.7   

This recent activity by the FWO with respect to the enforcement of the terms and conditions of 

working visa holders suggests that the system is working. The relevant enforcement bodies, such 

as the FWO and the Department of Immigration and Boarder Protection are effective with 

enforcing the law and taking action against those employers breaching the law.  

In addition to this recent activity by enforcement agencies the Migration Act was further amended 

in 2013 by the Migration Amendment (Reform of Employer Sanctions) Act 2013 which increased 

the sanctions, including implementing no-fault civil penalties and increasing criminal penalties, 

against employers who allow unlawful non-citizens to work or lawful non-citizens to work in 

breach of a visa condition that restricts or prohibits work. 

It is clear that Australia has a vigorous enforcement regime for employers that breach the 

Migration Act and the relevant Fair Work laws with respect to the employment of visa holders, 

including 457 visa holders.  

                                                 
6 http://www.fairwork.gov.au/about-us/news-and-media-releases/2015-media-releases/may-2015/20150505-rubee-
litigation-media-release  
7 http://www.fairwork.gov.au/ArticleDocuments/710/fair-work-ombudsman-annual-report-2013-14.pdf.aspx  
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It is our experience that it is a very small number of employers who abuse the 457 visa system. Ai 

Group agrees that those employers who break the law should face the appropriate sanctions. 

The majority of employers are complying with their obligations under the various visa categories, 

including the Fair Work laws. It is unfair to tarnish all employers with the same brush and penalize 

the majority by further regulation and red-tape for the misgivings of the minority.  

The 457 visa program helps provide additional skills to the Australian workforce, which are 

invaluable to the growth of the Australian economy.   

5. Visas holders and workplace health and safety 

The reconstruction of Australia’s work health and safety laws in 2011 under the national 

harmonised model makes it very difficult for any worker to escape the standards of WHS 

protection expected in Australian workplaces, regardless of the mode of their engagement. 

Changes have been made to the definition of worker to capture all forms of engagement beyond 

direct employer- employee relationships. They were designed to specifically address the reality 

that work is increasingly carried out under many forms of engagement, and through many 

different commercial structures. This ensures that the standards of legal responsibility and safety 

requirements cover the field regardless of commercial or engagement models. 

Within this model, there is no carve-out of workers on the basis of their residential status or visa 

status. The test is whether they have been engaged to do work for a business or undertaking.   
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Appendix A: Extract from  

OECD Migration Policy Debates (May 2014):  

Is migration good for the economy? 

The economic impact of migration has been intensively studied but is still often driven by ill-

informed perceptions, which, in turn, can lead to public antagonism towards migration. These 

negative views risk jeopardising efforts to adapt migration policies to the new economic and 

demographic challenges facing many countries. 

Migration is a feature of social and economic life across many countries, but the profile of migrant 

populations varies considerably. In part this is because of the variety of sources of migration. In 

much of Europe, for example, citizens enjoy extensive rights to free movement. In Australia, 

Canada and New Zealand, managed labour migration plays an important role. Other sources 

include family and humanitarian migration. Whatever its source, migration has important impacts 

on our societies, and these can be controversial. The economic impact of migration is no 

exception. 

Benefit or burden – what’s the reality? To answer this question, it can be helpful to look at 

migration’s impact in three areas – the labour market, the public purse and economic growth. 

Labour markets  

• Migrants accounted for 47% of the increase in the workforce in the United States and 70% in 

Europe over the past ten years.   

• Migrants fill important niches both in fast-growing and declining sectors of the economy.  

• Like the native-born, young migrants are better educated than those nearing retirement. 

• Migrants contribute significantly to labour-market flexibility, notably in Europe.  

The public purse  

• Migrants contribute more in taxes and social contributions than they receive in benefits. 

• Labour migrants have the most positive impact on the public purse. 

• Employment is the single biggest determinant of migrants’ net fiscal contribution.  

Economic growth  

• Migration boosts the working-age population.  

• Migrants arrive with skills and contribute to human capital development of receiving countries.  

• Migrants also contribute to technological progress.  
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Understanding these impacts is important if our societies are to usefully debate the role of 

migration. Such debates, in turn, are essential to designing policies in areas like education and 

employment that maximise the benefits of migration, especially by improving migrants’ 

employment situation.  

This policy mix will, of course, vary from country to country. But the fundamental question of how 

to maximise the benefits of migration, both for host countries and the migrants themselves, needs 

to be addressed by many OECD countries in coming decades, especially as rapid population ageing 

increases demand for migrants to make up shortfalls in the workforce. 

Source: http://www.oecd.org/migration/mig/economicaspectsofmigration.htm  
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