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About Australian Industry Group
The Australian Industry Group (Ai Group) is a peak industry association in Australia which along
with its affiliates represents the interests of more than 60,000 businesses in an expanding range of
sectors including: manufacturing; engineering; construction; automotive; food; transport;
information technology; telecommunications; call centres; labour hire; printing; defence; mining
equipment and supplies; airlines; and other industries. The businesses which we represent employ
more than one million people. Ai Group members operate small, medium and large businesses
across a range of industries. Ai Group is closely affiliated with more than 50 other employer
groups in Australia alone and directly manages a number of those organisations.

Australian Industry Group contact for this submission
Tim Piper, State Head – Victoria
Ph: 03 9867 0160
Email: Timothy.Piper@aigroup.com.au
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1. Executive Summary
The Victorian Government will deliver its second budget in May at a time Victoria has
demonstrated its economic resilience. Nevertheless, threats to the outlook are ever present and
must be addressed.
Victorian industry has benefitted from the lower dollar, which has boosted exports and import
replacement, and low interest rates, which have reduced borrowing costs and contributed to the
residential building boom. Growing awareness of Victoria’s attractions has also led to strong
inflows of both international and interstate migrants which has supported growth and also the
fiscal position through stamp duty revenues. But the looming end of local automotive assembly is
presenting significant challenges to the state’s manufacturing sector.
The Victorian Government has announced a series of programs since coming to power in late 2014
aimed at boosting the opportunities available for Victorian businesses and their employees. These
programs are aimed at encouraging Victorian businesses to pursue innovation in new products
and processes to boost competitiveness and to explore trade opportunities. The Victorian
Government has also announced a series of rail and road infrastructure projects aimed at lifting
the state’s competitiveness by easing costs and congestion. The Government has shown a
commitment to use public procurement to provide opportunities for the state’s business where it
makes sense to do so.
But Victoria faces very real and immediate challenges. Victorian businesses face high costs, slow
productivity growth and a burden of regulation which combine to hinder industry’s ability to
compete in world markets. Activity is the state in recent years has been over-reliant on residential
building which appears set to slow in 2016. The looming end of local manufacturing assembly is
already placing significant pressure on those businesses in automotive supply chains. While some
are transitioning to new opportunities, many businesses are likely to downsize or close altogether.
Ongoing strong population growth, while positive for the state, needs to be supported with
investments in infrastructure to avoid a threat to Victoria’s reputation for livability. The state’s
health and education sectors will remain under funding pressure owing to demographic forces.
Further, the state’s industries are saddled with an internationally uncompetitive taxation system.
Ai Group believes these challenges should compel the Victorian Government to build on its
achievements so far and announce measures to:


reduce business costs through changes to taxation;



reduce regulatory burdens (including not repeating the two additional public holidays
gazetted in 2015 for Easter Sunday and Grand Final Friday;



build capacity through investments in skills and rigorously-assessed infrastructure; and



grow opportunities for Victorian businesses by investing in innovation and supporting
trade.
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Meaningful action in these areas by the Victorian Government would see the state benefit from
the opportunities we face and the advantages we have.
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2. Summary of Recommendations
Ai Group’s policy recommendations for the 2016-17 Budget are:
Fiscal Policy


The Victorian Government should maintain Victoria’s enviable fiscal position through sensible
and sustainable fiscal policy. Ai Group welcomes the Government’s willingness to take
advantage of the strong fiscal position and solid credit rating to invest in productive assets
with demonstrated returns.

Taxation Reform


We encourage the Victorian Government to reconsider its opposition to many of the reforms
that are necessary in the longer-term to improve incentives in the Australian economy and be
a more constructive participant in the national debate.



The Victorian Government can play an important role in reforming Australia’s system of
inefficient state-based taxes including by further harmonizing payroll taxes and reforming land
taxes in a way that allows the phasing out of inefficient stamp duties.

Reducing costs


Ai Group calls on the Government to reconsider its decision to maintain two new public
holidays for Grand Final Friday and Easter Sunday.



The Government must ensure that employers are given recognition for the reduction in claims
being incurred through premium reductions.

Skills, Education and Training


Pending the outcome from consultations with stakeholders during 2016 it is important that
Government adequately fund the provision of VET in Victoria.



Ai Group encourages the Government to work towards strengthening the entire training
system, including clarifying the role of TAFE, within the context of an increased capacity to
more effectively meet the needs of the workforce and industry.



Consideration should be given to measures to increase apprenticeship commencements and
completions in concert with industry beyond the current focus on major projects.



There is a need to develop and support initiatives that promote STEM skills in schools, the
tertiary education sector and the workplace.



There is a need for a greater focus on workplace language, literacy and numeracy skills and
initiatives introduced to address the current low levels of these in the workforce.
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Encourage the adoption of Work Integrated Learning in Victorian universities to assist in the
development of work readiness of graduates as they enter the workforce.



Develop and implement a communication strategy to highlight successful management
development model strategies for manufacturing firms and encourage further uptake of the
innovative model by industry and education institutes.

Infrastructure Investment


The Victorian Government has a good pipeline of projects outlined but Ai Group stresses that
these projects need to take place on time given the need for construction activity in the state.



Infrastructure Victoria has been established with a strong board. Its initial period should be
carefully assessed and adjustments made if necessary to ensure the public and investors have
faith in sound infrastructure selection processes.



The Victorian Government should continue to be open to different approaches to financing
infrastructure projects to ensure these projects take place.

Innovation


The Victorian Government should maintain its focus and commitment to business innovation
and reassess the efficacy of innovation programs to ensure they are meeting their desired
objectives.

Public Procurement


Ai Group welcomes the Victorian Government’s willingness to consider Australian businesses
when it is appropriate for public procurement decisions. We await the report from the
Victorian Industry Participation Policy and we recommend that the Government commits to
sound principles when making procurement decisions.

Trade


Victoria has a strong record in international trade. Ai Group encourages the Government to
draw on the state’s strengths to develop a clear strategy to boost export opportunities of
Victorian businesses.

Environment and Energy Policy


Ai Group is keen to ensure that the monies that have been collected through waste levies,
including from business, in the Sustainability Fund, which we understand amount to up to
$500mn, are directed towards projects where improved technology will assist businesses to
improve their sustainability across waste and other environmental impacts.



The Victorian Government should assess whether additional funds should be allocated to
support collection and recycling of additional e-waste, especially if it decides to ban e-waste
from landfill.
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The Government should reconsider reforming the regulation of onshore gas in order to ensure
gas remains a reasonably-priced input into the production process.

Digital


The Victorian Government should ensure that the Federal Government’s two consultations
currently under way with respect to cyber security deliver an outcome that is consistent with
the objectives of the Victorian Government’s GCSCC. This will ensure that the regulatory and
policy settings promote, rather than inhibit, the opportunities gained through allocation of
funding in the Victorian Government’s Budget for establishing the GCSCC, as well as the
Victorian Government’s whole-of-government cyber security strategy.



The Victorian Government should be ready to increase and redirect investment in ICT
procurement accordingly, especially in light of the Victorian Auditor-General’s reports on
digital service delivery.
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3. The Economic Outlook
3.1. Economic Growth over 2015
The Victorian economy has proved resilient over the past year, but the state will contend with
significant headwinds in the coming year as the automotive industry ends local assembly and the
construction boom slows.
Against a backdrop of below-trend growth nationally, Victoria has recorded strong growth through
2015. The most complete measure of the state’s economic activity, Gross State Product, showed
Victoria’s activity grew by a solid 2.5% in real terms over 2014-15, outperforming Australian GDP
growth of 2.3% over the same period (Chart 1). Victoria’s 2014-15 growth was the strongest in
four years in the state and the fastest of the non-mining states.
Chart 1: National GDP Growth by State

Source: 5220.0 Australian National Accounts: State Accounts; November 2015

Growth in Victoria in 2014-15 reflected a construction boom in both residential and commercial
buildings. Residential construction grew by 6.4% over 2014-15 in Victoria in real terms after three
years of slow growth where construction grew by a cumulative 3.4% between 2011-14 following
the peak of the previous cycle in 2010-2011.
Private non-dwelling commercial construction which includes office towers and commercial
developments surged by 12.6% in 2014-15 and private engineering construction recorded a solid
5.5% in 2014-15. Both of these categories have been weak in previous years. But not all private
investment has been strong with business investment in new machinery and equipment recording
a 1.7% rise over the year.
Victoria has also benefitted from the depreciation of the Australian dollar with the export of
services by the state booming 13.2% over 2014-15. Victoria has benefitted from a growing
international education sector, and more recently has taken second place from NSW for number
9
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of tourism arrivals, behind Queensland. But Victoria’s goods exports have yet to strengthen
declining 2.4% over the year, which may in part reflect slowing automotive production.
Fixed capital investment by the public sector, which covers both state and federal government
spending, also detracted from growth in 2014-15 declining by 0.9% in inflation-adjusted terms.
This component of the economy has not recorded meaningful growth since 2009-10 despite the
strong population growth seen in Victoria over this period.
Household consumption growth was around trend at 2.3%, slower than the pace of 2.5% seen a
year earlier.
The more recent but less complete State Final Demand series from the National Accounts data,
which does not account for trade, shows that Victoria has recorded strong growth over the year to
December 2015 of 4.6%, the strongest growth in the country (Table 1 and Chart 2). The main
growth drivers were again private fixed capital formation reflecting strong residential and
commercial construction, while household consumption remained around trend. In a welcome
sign, machinery and equipment investment by business, together with gross fixed capital
formation by the public sector both grew strongly in the December quarter, which may signal an
end to recent weakness in these categories.
Table 1: National GDP Growth

Source: 5206.0 Australian National Accounts: National Income, Expenditure and Product, December 2015

Chart 2: State Final Demand and National GDP Growth

Source: 5206.0 Australian National Accounts: National Income, Expenditure and Product, December 2015
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Turning to the production side of the economy, ABS State Accounts shows that Victoria’s fastest
growing industries in 2014-15 by gross value added, chain volume measures were Accommodation
and Food Services (up 7.5%), which owes in part to stronger tourism exports associated with the
lower dollar, and Construction (up 9.5%) and Rental, hiring and property services (up 6.8%)
reflecting the strong property market. Of the state’s largest industries, finance grew by 3.4% while
manufacturing grew by just 1.5% despite the depreciation in the currency. That said, despite the
tepid growth in Victorian manufacturing, it was stronger than NSW where it fell 5.8%, South
Australia where it fell by 3.9% and Queensland where it grew by 1%. It is worth highlighting that
NSW now has the largest manufacturing sector, which was $31.5bn in nominal terms in 2014-15
compared to Victoria’s $27.1bn.
The performance of Victoria’s labour market has been slightly weaker than trend over the past
year, with NSW taking the mantle of the best employment gains and lowest unemployment rate of
the states (Table 2). In Victoria, employment growth over the past year to January has been a
modest 1.5% growth in trend terms, against a national gain of 2.6%. The unemployment rate sat at
6.1% in trend terms in January, improving only slightly from a reading of 6.3% a year earlier.
Table 2: Labour Market data by State

Source: ABS Cat 6202.0 Labour Force Release, January 2016

2.2. Economic Outlook for 2016
The Victorian economy is predicted to continue around its recent pace before strengthening into
2016-17, according to Victorian Treasury (Table 3 and Chart 3). These are reasonable forecasts
that reflect the boost to growth from construction will ease, but the state should benefit from
growing export volumes as the exchange rate depreciation of recent years continues to flow
through to growth. Ongoing strong population growth, especially against a backdrop of slowing
population growth nationally, will provide the impetus for public engineering investment and
household spending that will also support growth. But the state will have to contend with the
subdued nature of investment intentions across sectors, especially manufacturing, which casts
uncertainty over the outlook. Business confidence remains fragile, and the slow recovery seen
across the economy nationally could be derailed easily, especially with ongoing concerns around
the global outlook and in particular China.
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Table 3: Victorian Economic Forecasts
(per cent)

Real gross state product
Employment
(b)
Unemployment rate
Consumer price index
Wage price index
Population

(e)

(d)

(c)

2014-15
actual
2.5
2.1
6.4

2015-16
forecast
2.50
1.50
6.25

1.4

2.25
(2.75)
3.00
(3.25)
1.8

2.7
(f)

1.8

2016-17
forecast
2.75
1.50
6.00
(6.25)
2.50
(2.75)
3.25
(3.50)
1.8

2017-18
2018-19
projection projection
2.75
2.75
1.50
1.50
5.75
5.50
(6.00)
(5.75)
2.50
2.50
3.50

3.50

1.8

1.8

Sources: Australian Bureau of Statistics; Department of Treasury and Finance

Chart 3: State Final Demand and National GDP Growth

Source: Victorian Treasury Mid-Year Update and Australian Treasury MYEFO, December 2015

Ai Group’s own monthly surveys have provided a timely read on conditions throughout 2015, and
paint a picture of strong export growth, although they suggest weaker activity in consumption and
professional services spending and construction outside of residential investment as well as
professional services (Chart 4).
The Australian Industry Group Australian Performance of Manufacturing Index (Australian PMI®)
increased 2.0 points to 53.5 points in February (seasonally adjusted). This was the eighth month in
which the Australian PMI® has been above 50 points and is the longest continuous run of
expansion since 2006. A strong increase in production assisted the lift in PMI, as well as expansion
in new orders, stocks, deliveries, exports and sales. The food & beverages, wood & paper and
petroleum & chemicals subsectors are performing well and the machinery and equipment subsector is also recovering and moving close to stabilising, with its best result since June 2014. The
lower Australian dollar is boosting export volumes and some new construction projects and
expansions are assisting in countering the effects of falls in mining investment, drought conditions,
and intense overseas competition.
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Continuing the positive news, the services sector rebounded into expansion in February, with the
Australian PSI® lifting 3.4 points to 51.8. While the bounce into expansion is positive and may
indicate a recovery in the services, the February Australian PSI® result is mixed and points to some
fragility and vulnerability in the services sector. Growth was evident in the finance & insurance
services, the large consumer-oriented health & community services sector (which includes health,
welfare and education) and personal & recreational services. Business services and the goods
distribution sectors (retail, wholesale and transport) continue to face difficult conditions. The
worst performer was transport & storage services at 39.4 points, indicating a relatively strong rate
of contraction in February. All sub-indexes, except supplier deliveries, were above 50 points in
February, with wages rebounding to 54.1 points, after contracting in January.
The Australian Performance of Construction Index (Australian PCI®) fell marginally by 0.2 points to
46.1 points in February. This indicated that the industry broadly continued the pace of contraction
signaled in January. It is the third consecutive month that the Australian PCI® has been below the
critical 50 points level that separates expansion from contraction. This follows the industry’s
return to growth during the four months to November 2015. Across the four sub-sectors in the
Australian PCI®, house building activity contracted in February for the first time in three months to
be at its lowest level since the start of 2015. The volatile apartment building sector experienced a
solid upturn in activity, offsetting the downturn in conditions recorded in January.
Commercial construction also showed strong improvement in February, expanding for the first
time in six months. Engineering construction continued to contract, although its rate of decline
was the slowest in nine months. For the construction industry as a whole, new orders recorded a
steeper decline in February while employment turned down following six months of growth.
The continued decline in the Australian PCI® coincided with reports of a lower uptake of new
business and strong competition for the available work. The on-going winding back in miningrelated construction work and subdued investment among private sector clients were other major
factors cited as inhibiting activity. A softer housing market was evident in reports of fewer
customer enquiries and lower new orders in February. Land supply bottlenecks, planning delays
and tighter lending conditions for investors were other factors reported as constraining activity in
the housing sector.
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Chart 4: Australian Industry Group Performance Indices

Sources: Ai Group and ABS

Ai Group’s Business Prospects survey of Australian CEOs found that 2015 was a better year for
more businesses, with actual conditions closer to what CEOs had been expecting. Around a third
of CEOs reported an improvement in their general business conditions, up from just 18% who
experienced an improvement in business conditions.
Looking ahead, more CEOs are optimistic about their general business conditions than at any
time in the past three years, with 39% of CEOs expect their general business conditions to
improve in 2016 relative to 2015. Overall, this means a balance of +15 in general business
conditions (of the remainder, 23% expect their business conditions to deteriorate and 37% expect
conditions to remain the same. This is a marked improvement in mood compared to 2015, when
41% of CEOs expected 2015 to be a worse year than 2014, and just 25% had expected it to be
better (or a negative balance of -16).
Services sector CEOs are the most the most optimistic industry group on business conditions in
2016 (a net balance of +25). The services industries included in this report are finance; healthcare;
professional services; education; transport; retail trade; wholesale trade; IT and
telecommunications; real estate services; administrative services; hospitality; personal services;
and arts and recreation. Construction businesses are the least optimistic for 2016 (a net balance of
-15). Mining and mining services CEOs are more likely to be pessimistic than optimistic about 2016
(a net balance of -6.7). Manufacturers are also more likely to be pessimistic than optimistic about
2016, albeit to a lesser extent (a net balance of -0.7).
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4. The Fiscal Outlook
Victoria has a solid fiscal position with a stable AAA credit rating from both ratings agencies and a
forecasted return path to surplus. The fiscal projections for the state are solid with the Victorian
Department of Treasury and Finance’s Pre-election Budget Update forecast in December 2015
showing the state will remain in surplus over the next five years and that net debt as a percentage
of GSP is expected to peak in 2016-17 at 4.7%, before falling to 4.4% by 2018-19.
Given this outlook, we are pleased the Government foreshadowed in last year’s Budget along with
the Mid-year update, that it was prepared to increasing borrowing to fund infrastructure. Like the
Government, we believe there is scope for lifting debt in a sustainable fashion without risking the
state’s credit rating. But our support for this path is conditional on any increase in debt must be
invested in rigorously-assessed infrastructure investments, not on recurrent expenditure.
The AAA credit rating means Victorian Government has the ability to borrow at relatively low
rates. This strengthens the case for investment by the Government in productive assets where a
solid return on capital can be achieved for taxpayers. Consequently, Ai Group would encourage
the Government to outline a longer-term capital works program of rigorously-assessed,
productivity-enhancing infrastructure to benefit from the strong credit rating and boost the
productive capacity of the state.
On the Port of Melbourne, Ai Group welcomes the final deal that was reached between the
Government and the Opposition. It is preferable that any legislation such as privatizing the port is
passed through the Parliament to ensure certainty. We are pleased that both the Government and
Opposition recognised the need to complete the Port deal and to provide certainty for both the
Government's finances and the Victorian community. The process, while drawn out, has delivered
a result that will benefit the community allowing us to develop infrastructure whilst maintaining
the busiest container port in the country. The Victorian community looks forward to the
Government achieving its aim of a significant price for the Lease of the Port The Ai Group trusts
that the return to the Victorian taxpayer from the Lease of the Port of Melbourne will be
significant and the greatest value from it will be received. Indeed it has been suggested that a
figure beyond the amount currently required by the government to pay for the level crossing
programme will be achieved by the lease. Should this occur, Ai Group encourages the State
Government to make totally transparent the total value received and where other funding will be
provided. This money must be toward other infrastructure projects and not provided for recurrent
funding.
Recommendation:


The Victorian Government should maintain Victoria’s enviable fiscal position through
sensible and sustainable fiscal policy. Ai Group welcomes the Government’s willingness to
take advantage of the strong fiscal position and solid credit rating to invest in productive
assets with demonstrated returns.
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5. Taxation Reform
Ai Group is disappointed with the direction taxation reform has taken in 2016. Unfortunately,
reforms addressing Australia’s high rates of corporate and personal income tax rates are unlikely
to take place at least in the short-term, as well reforms aimed at improving the sustainability of
the revenue base by shifting to a broader and higher consumption tax. There was strong scope to
raise overall efficiency and to substantially cut compliance costs by funding the removal of
insurance duties, residential and commercial conveyance duties, stamp duties on motor vehicles
and payroll taxes by raising the additional GST revenue. On its own this would have had muted
aggregate price impacts and there would have been relatively little leakage to compensation
measures.
Longer-term, we believe these reforms are vital to improve the competitiveness of Australia as a
place to work and invest. We would encourage the Victorian Government to reconsider its
opposition to many of the reforms that are necessary in the longer-term to improve incentives in
the Australian economy and be a more constructive participant in the debate.
We still believe that the States can perform a vital task in addressing Australia’s system of
inefficient state taxes, even as the scope for improving state tax arrangements is narrowed now
that higher GST revenue is off the table. The fact is Victorian businesses frequently cite statebased taxes like payroll tax as well as conveyancing duties and insurance premiums as barriers to
growth in this state. They impose direct costs along with administrative burdens given the need to
deal with different revenue offices across the country and the lack of harmonization between
states.
Payroll taxes are particularly disliked by Victorian businesses which made these comments to us:
"Payroll tax is a tax on employment which discourages employment in the manufacturing
industry and particularly those who compete for export. This tax needs to be substantially
reduced."
"Payroll tax… It’s a hell of disincentive to employ anyone."
We believe the States together could consider reforms to state taxes.
Firstly, further harmonisation of the payroll tax bases across states.
Secondly, in the absence of the prospect in the medium term of higher GST revenue an alternative
way to finance the removal of the most inefficient state taxes should be investigated. One option
is to finance the removal of residential and commercial conveyancing duties would involve using
the existing local government rates bases or reformed land tax bases to phasing out the inefficient
duties. There would be substantial gains for the economy if the burden was assumed by an annual
charge on the much less inefficient unimproved capital value tax base rather than the turnover tax
levied on the full sale price.
Recommendations:
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We encourage the Victorian Government to reconsider its opposition to many of the reforms
that are necessary in the longer-term to improve incentives in the Australian economy and
be a more constructive participant in the national debate.



The Victorian Government can play an important role in reforming Australia’s system of
inefficient state-based taxes including by further harmonizing payroll taxes and reforming
land taxes in a way that allows the phasing out of inefficient stamp duties.
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6. Reducing costs
6.1 Public holidays
Ai Group acknowledges that the Andrews’ Labor Government made a promise during its election
campaign to introduce an additional public holiday in Victoria on the Friday before the AFL Grand
Final. We also understand the Government remains committed to holding this holiday each year in
its first election term. There is however, strong opposition to this additional cost among Victorian
businesses both in Melbourne and around the state’s regional areas. The costs to business were
highlighted by the RIS process undertaken for the Victorian Government by PwC , as well as by the
research undertaken by Ai Group both before and immediately after the holiday last October.
Ai Group’s post-holiday survey of businesses in Victoria’s manufacturing, construction, transport,
wholesale and other industrial and commercial sectors indicates that among these businesses:


85% closed for the day;



71% incurred additional labour costs as a result of the additional holiday (including penalty
rates paid on the day but also additional paid hours on other days to make up for lost
production), averaging an estimated additional labour cost of $14,250 per business; and



85% incurred a loss of revenue. The average loss was $57,500 per business and ranged from
$1,000 to well over $500,000 per business.

Many businesses noted additional complications arising from this additional public holiday being
scheduled in the week before the Labour Day holiday in NSW and other states, and in the same
week as a scheduled RDO. These real-time experiences echoed the regulatory impact modelling by
Price Waterhouse Coopers (PwC) (commissioned by the Victorian Government), that estimated
the total loss of economic activity due to the public holiday at between $680 million and $852
million per year. On top of that, PwC estimated that Victorian employers would pay additional
wages of between $117 million and $147 million in penalty rates, if they chose to open for
business on that day. All of this research confirms the damage to business that this unnecessary
public holiday has imposed and the urgent need for the Victorian Government to reconsider this
day for the future.
Our post-holiday poll of members from the manufacturing, construction, transport, business
services and other industrial sectors across Victoria indicates that among these businesses:


85% closed for the day (with many noting that this public holiday created an unusually long
break when added to RDOs and the NSW public holiday the following week); and



15% opened for the day. Most of the industrial, transport and services businesses that chose
to open for the day did so in order to serve their international or interstate customers, or
because their existing contracts did not allow for this additional public holiday.

This actual experience was in line with our pre-holiday research, which suggested that around 75%
of all businesses with operations in Victoria would close for the day.
18
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Among the industrial and commercial businesses that were closed, the overwhelming majority
reported a negative impact. For many, this came during an especially busy time.
For example:
It is the busiest day of the week, yet many businesses were closed... How many people were
off work and how many attended the Grand Final parade? Less than 1%?
The whole week leading up to the holiday had below average business.
Disastrous as it falls in our busy season. In our local area all factories closed.
We supply to retailers most of whom were closed on the day so our industry suffered an
overall decline in activity and sales.
Unnecessary day off that created great issues for a national business.
Being a national company and a daily exporter to NZ the sales lost were not recovered. We
used the day to do an IT upgrade hence we were closed but next year we will open.
Killed industrial / commercial business.
Our interstate offices thought it was a joke, our interstate and international customers
irritated as we have the main distribution warehouse here. All stopped, nothing dispatched
on that day, nationally, for a football day.
Affected our business as we deal with other states in Australia. However we could not open
as none of the transport companies were open to pick up the goods.
We are a retailer and in the stores that we opened trade was normal, unfortunately not
better… In the areas of stores that we closed we felt there was very little trade. Our head
office and warehouse were also closed putting our Xmas preparations back. We felt that
the whole day was a mess & an expensive disaster.
Regional businesses reported widespread closures, with no local benefits. For example:
All manufacturers in our area were closed. All would have lost production time and sales.
Industry was largely closed. Being on the edge of a tourist area, as expected on public
holidays traffic was higher in the area. That does not help manufacturing.
Everywhere was closed in our industrial area.
There was no benefit for the business and our staff did not get involved in the football in
any way… They went away rather than stay in town… Some travelled into Melbourne on
Friday and everything was closed.
A lot of friends and associates used the day to just get away – none cared about the footy
parade – waste of time why go. Make it a city based holiday NOT regional/statewide.
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In our industry it meant that businesses closed for the day... In the local area it appeared
that most businesses including retail were closed for the day.
In country Victoria it was ridiculous. Half our customers did not know what it was for.
Absolutely unnecessary and irrelevant to anyone outside Melbourne.
All manufacturing and retail service industries and most retail outlets were closed. Those
cafes and restaurants that were open were generally working with reduced staff.
Local businesses (mainly manufacturing and servicing) in our area were closed, it felt like a
Sunday.
Businesses in the freight, transport and logistics sectors were more likely to stay open than other
industrial businesses, but several reported logistics problems as a result. For example:
For our business it added… Logistical difficulties as we tried to change delivery schedules for
customers that wanted to avoid receiving deliveries on a public holiday.
There was no freight delivered into Melbourne from the day before and no freight
dispatched to other states on the Friday evening. This led to a dislocation of resources with
drivers, trucks and trailers diverted to other states when they should have ended up in
Melbourne on Friday morning.
We are an Interstate Transport company that needs to move goods from point "A" to point
"B". To be held up on Friday in Vic. It is ridiculous.
A debacle for the transport industry, we had mismatched equipment around the country.
Very disruptive and costly to the business, particularly with other states having a public
holiday on the Monday. As a transport company, the added labour cost occurs the day
before and the first working day after the public holiday as the business tries to cope with
the additional workload the holiday distortion causes.
Totally unnecessary holiday. With Victoria out on the Friday and South Australia holiday on
the Monday we lost two days of delivery time.
In addition to the Grand Final public holiday, the decision to gazette Easter Sunday as a public
holiday was not welcomed by industry. This decision was made with little consultation or notice to
industry which was unwelcome and ill-advised. These decisions have large impacts on businesses’
costs and planning and the Victorian Government should be more aware of the long-term harm to
employment and economic growth.
Recommendation:


Ai Group calls on the Government to reconsider its decision to maintain two new public
holidays for Grand Final Friday and Easter Sunday.
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6.2 Workers Compensation Premiums
Workers’ Compensation premiums are a major area of focus for employers, and a significant
contributor to the on-costs associated with employment. Over recent years, there have been
downward movements on the premiums paid by Victorian employers, resulting in Victorian
employer paying the lowest average premium in the country at one stage. However, this position
has now been taken by Queensland (with an average premium of 1.20%), and other states are fast
approaching the Victorian average premium rate of 1.272%. WorkSafe’s 2015/16 half year results,
announced on 2 March 2016, indicate that there is pressure on the premium, with the most recent
valuation of claims seeing an increase in liabilities. This leaves a concern that there is a possibility
of increased WorkSafe premiums, which is a matter of real concern.
This pressure is in spite of WorkSafe seeing a significant reduction in claims being lodged, having
already achieved the 2017 reduction target. In light of a reduction in claims employers would be
expecting to see a reduction in premium; instead there is a threat of premium increases.
The Government has already made the important decision not to plunder the WorkSafe funds for
further dividends. Those dividends could be used, if necessary to supplement the WorkSafe
budget in preference to increasing costs on businesses. The Government must ensure that
employers are given recognition for the reduction in claims being incurred through premium
reductions.

Review of Premium Setting
With recent significant changes to premium settings in New South Wales and South Australia, it is
incumbent on the Victorian Government to look for innovative ways to ensure the most
appropriate distribution of premiums to employers, that supports the overall objective of reducing
workplace injury and improving return to work. A review of the premium setting processes is
currently being conducted on behalf of the Minister for Finance. We hope that the outcomes of
this review will facilitate positive discussions about the best way forward in Victoria which will not
impose additional costs on employers.

Occupational Health and Safety Review
Ai Group welcomed the announcement by the Minister for Finance has the Occupational Health
and Safety Review to review WorkSafe’s compliance and enforcement activities; its provision of
OHS compliance information; and promotion of OHS awareness, education and training. This is an
opportunity to deliver better outcomes for Victorian workers and employers, by enhancing the
work undertaken by WorkSafe Victoria. Once again Ai Group encourages the government to
openly consider the adoption of the Model WHS Laws to ensure Victoria can work effectively with
the rest of Australia and New Zealand which have already chosen this option.
Recommendation:


The Government must ensure that employers are given recognition for the reduction in
claims being incurred through premium reductions.
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7. Skills, Education and Training
7.1. VET Funding Review
Ai Group acknowledges the release of the VET Funding Review and the Government’s response,
Skills and Jobs in the Education State, by the Hon Steve Herbert, the Minister for Training and
Skills. The review reflects a considerable period of consultation and deliberation with a wide range
of stakeholders seeking to establish a new and sustainable funding model.
It is clear that a new funding model will importantly build on the concept of a contestable market,
will include stable subsidy rates and target funding when the market alone will not deliver the
outcomes required.1 This will include consideration of direct purchasing and tailored thin market
funding as appropriate. The new funding model will include a Workforce Training Innovation Fund
and Ai Group looks forward to working with the government on this initiative. The Government
has indicated that it will engage with key stakeholders to develop and refine the design of the
funding model during 2016 to be implemented progressively from 2017.
Ai Group looks forward to future collaboration with the government for the benefit of meeting the
skills and training needs of Victorian employers.
Victorian Training Market
A key consideration is the level of real recurrent expenditure on the VET sector in Victoria. The
latest data reveals that the real recurrent government expenditure on VET in Victoria continues to
decrease and fell from $1,718.8m in 2013 to $1,391.7m in 2014.2 For the same period expenditure
per person fell from $446.73 to $359.19.3 A further concern relates to the numbers of students
participating in training. The total number of students participating in government subsidised
training continues to fall. The data for the mid-point of 2015 is 12 per cent lower than for the
same point the previous year.4 This is the lowest number of participants since 2011.
Chart 5: Students in Government-subsidised, accredited and pre-accredited
training, 2010 to 2015 (half year)

1

Skills and Jobs in the Education State: The Government’s Response to the VET Funding Review, Department of
Education and Training, December 2015.
2
Report on Government Services 2015, Table 5A.1
3
Report on Government Services 2015, Table 5A.2
4
Victorian Training Market Report, 2015 Half Year, Department of Education and Training, October 2015, page 15.
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This decrease in the number of students is reflected at all qualification levels with the exception of
Diploma and above. In particular, Diplomas with VET FEE-HELP not only went against the trend but
increased by 26 per cent in the past year.5
Chart 6: Government-subsidised course enrollments in accredited training by
qualification level (half year)

The situation is an even greater concern in relation to the provision of Fee-For-Service programs.
Overall there was a 9 per cent increase on the previous year, but the increase for Diploma and
above with VET FEE-HELP increased by 374 per cent.6 This raises serious questions about whether
this scheme is being used in the way it was intended.
Chart 7: Fee-for-service domestic enrolments by qualification level, 2014 to 2015
(half year)

5
6

Victorian Training Market Report, 2015 Half Year, Department of Education and Training, October 2015, page 19.
Victorian Training Market Report, 2015 Half Year, Department of Education and Training, October 2015, page 39.
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Recommendation:


Pending the outcome from consultations with stakeholders during 2016 it is important that
Government adequately fund the provision of VET in Victoria.

7.2. The role of TAFE
Within the Victorian training market Ai Group believes it is important to state the main principles
underpinning the public training system. These are:


An industry-led system: the purpose of the training system is to provide a highly skilled
workforce able to meet the needs of industry in an increasingly complex economy;



National consistency: industry requires a public training system that is truly national so that
consistency of training outcomes is provided across territorial borders;



Properly resourced: the training system needs to be properly resourced and efficiently
managed in order to provide quality training responsive to industry need;



Quality system: all aspects of the national training system must reflect quality to maintain
industry confidence in the system;



Community provision: a public training system needs to embrace its wider community
responsibilities beyond the immediate needs of industry. These can be explicitly identified and
separately purchased.

Within this context the Ai Group notes the measures already announced by the Government to
support TAFE training in Victoria. These include the announcements of $320m for the TAFE Rescue
Fund7, the $50m TAFE Back to Work Fund8 together with the VET Funding Review9 and the Review
of Quality Assurance in Victoria’s VET System.10 The VET Funding Review has also recommended
that the Minister make a clear statement about the role of TAFE Institutes in Victorian VET.11
Consistent with the overall decline in student enrolments all provider types experienced a decline
between 2014 and 2015. The TAFE sector, with an 18 per cent decline, experienced the greatest
loss. While private RTOs experienced a loss of 15 per cent they were able to maintain their market
share of 59 per cent. The market share for TAFE, on the other hand, continued to experience a loss
to now reside at 27 per cent.12 TAFE Institutes need to continue to evolve their business models to
meet the needs to a contestable market and the modern economy.
7

UNDER LABOR, TAFE HAS A FUTURE AND STUDENTS HAVE A CHOICE, Media Release, The Hon Daniel Andrews MP,
Premier, Wednesday 17 December 2014.
8
Skills and Jobs in the Education State: The Government’s Response to the VET Funding Review, Department of
Education and Training, December 2015.
9
VET FUNDING REVIEW TO FIX TAFE SYSTEM, Media Release, The Hon Steve Herbert LLC, Minister for Training and
Skills, 9 February 2015.
10
http://www.premier.vic.gov.au/victorian-government-cracking-down-on-low-quality-training-providers
11
VET Funding Review: Final Report, September 2015, page 70.
12
Victorian Training Market Report, 2015 Half Year, Department of Education and Training, October 2015, page 34.
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Chart 8: Share of Government subsidized enrolments in accredited training by
sector, 2010 to 2015

Ai Group has previously drawn attention to the effects of the competitive training market on
TAFE. 13 This includes the importance of an acknowledgement that TAFE, with its broader
community role, is a significant provider of programs that do not necessarily yield high financial
returns. In 2012 the specific funding to cover the cost of TAFE’s role as a public provider was cut.
The most recent Victorian Auditor General’s Office report rated five institutes as having a high
financial sustainability risk, eight as a medium risk and only four experiencing a surplus. This
represents a net deficit of $16.2 million which is a decrease of $74.8 million from 2012.14
While a new injection of funds and a new funding model to be developed out of the VET Funding
Review have some merit it is important to note that this will not guarantee a more flexible or
innovative service. Consideration needs to be devoted to TAFE business models in their quest to
more effectively and efficiently meet the demands of industry and the economy.
Recommendation:


Ai Group encourages the Government to work towards strengthening the entire training
system, including clarifying the role of TAFE, within the context of an increased capacity to
more effectively meet the needs of the workforce and industry.

13

Submission to Inquiry into the role of Technical and Further Education, Senate Education and Employment
References Committee, 7 March 2014.
14
http://www.audit.vic.gov.au/reports_and_publications/latest_reports/2014-15/20140806-tafes-2013.aspx
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7.3. Further build an industry-driven training system
Ai Group supports a Victorian training system that enables employers and industry to better drive
and influence the skills that are developed for the economy. The major transformation being
experienced by Victorian industry as it moves to knowledge based activities brings with it the
demand for new skills readily adaptable to fast-changing job roles.
Ai Group supports initiatives to bring industry advice and representation to government via the
Skills Commissioner. The issue of supporting industry in the training context was canvassed in the
VET Funding Review. Ai Group understands that any measures undertaken in this area will involve
close consultation with industry.
With regard to regulation of vocational education and training, Ai Group questions the duplication
of regulatory powers and activity that potentially occur through the existence of a state regulatory
authority in addition to the national regulatory body for vocational education and training. The
result is often more red tape for employers. The future of the Victorian Registration and
Qualifications Authority should be considered in the context of the Commonwealth Government’s
process associated with the Reform of Federation initiative.
Ai Group strongly rejects the recommendation form the VET Funding Review for the establishment
of a VET Quality funding Office. This would add a third regulatory layer to regulation within one
jurisdiction – an unnecessary and duplicative process.

7.4. Strengthen support for apprenticeships
Ai Group remains deeply concerned about the continued decline in apprenticeship arrangements.
The latest available data from the Department indicates a fall of 15 per cent in 2015 to 54,686
apprentices compared to the previous year of 64,528 (and 20 per cent lower than in 2010). For the
same period traineeships have fallen by 34 per cent with the 2015 total 40 per cent lower than
2010.15
Table 4: Quarterly Commencements by State 2010 to 2015 (‘000)

15

Victorian Training Market Report, 2015 Half Year, Department of Education and Training, October 2015, page 7.
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In addition, the number of commencements has significantly fallen to 9,800 in June 2015. This is
the lowest number of commencements for the last five years. This is occurring at the same time as
significant skill shortages in a number of trades. The Skills Shortage List for Victoria identifies a
number of occupations within the following areas: engineering, ICT and science technicians;
automotive and engineering trades workers; construction trades workers; electrotechnology and
telecommunication trades workers; food trades workers and cabinetmakers.16 These shortages
are a major concern to industry.
Apprentice completion rates remain a major problem with 55 per cent non-completion for
Australia. 17 This is a significant cost in time and resources. Better matching processes of
apprentice to employer are needed and stronger mentoring support has been found to be
effective strategies for retention. The introduction of the Australian Apprenticeship Support
Network includes mentoring services although support through these arrangements is limited.
Given these ongoing significant issues it is important for government to maintain and increase
initiatives to sustain apprenticeship commencements and completions. A greater focus on the
core relationship between employer and apprentice, the organisation’s objectives and the
individual apprentices’ learning needs will play a major part in reducing the issues. Minimisation of
the regulatory burden will also encourage employers to consider apprenticeships.
Ai Group has also been a champion for the introduction of competency based progression and
completion for apprentices. Such a system better services industry by providing qualified skilled
workers when they are ready. The Engineering Excellence Report demonstrated the importance of
this approach to enable apprenticeships to become more attractive to young people, provides
benefits to companies and has the potential to improve completion rates.18
Recommendation:


Consideration should be given to measures to increase apprenticeship commencements and
completions in concert with industry beyond the current focus on major projects.

7.5. Science, Technology, Engineering and Mathematics (STEM)
The importance of STEM disciplines for the future economic and social well-being of Australia has
been well documented and cannot be underestimated.19 The Australian Bureau of Statistics has
reported that STEM skills jobs such as scientists, ICT professionals and engineers have grown at
about 1.5 times the rate of other jobs in recent years although currently only 18 per cent of the
workforce is STEM-qualified.20

16

Australian Government Department of Employment, Skill Shortage List, Victoria, 2015.
NCVER, Understanding the non-completion of apprentices, 2014
18
Engineering Excellence Report, Australian Industry Group, November 2015.
19
Science, Technology, Engineering and Mathematics: Australia’s Future, Office of the Chief Scientist, September
2014, page 7.
20
Media Release, Qualifications paying off in science, technology, engineering and maths, Australian Bureau of
Statistics, 24 February 2014.
17

27

Australian Industry Group Submission to the 2016-17 Victorian Budget

Research undertaken on Science and Mathematics (SM) skills in the Victorian workforce confirms
many of the conclusions of broader STEM research. Within the Victorian context it has been
reported that employment in occupations with high SM skills is growing between two and four
times faster than in occupations with low or no skills in these areas.21 In Victoria the research
indicates that 36.5 per cent of those employed in 2011 had completed a mathematics or science
field of study. This is predicted to rise to 38.6 per cent by 2016.22 But is this fast enough?
23

Chart 9: Projected growth rates for Science and Maths skills, 2011-2016

Ai Group research indicates that there are significant skill shortages and recruitment difficulties for
specific STEM-related occupations. The most prominent difficulties were for technicians and trade
workers (44 per cent) while professionals (21.3 per cent) and managers (19.4 per cent) were also
prominent.24
Chart 10: Difficulties recruiting staff with STEM skills

21

Science and Maths skills in the Victorian workforce: the evidence base, Elgin Economics, 8 August 2014, page 30.
Ibid.
23
Victorian Training Market Report, Half Year 2014, Victorian Department of Education and Early Childhood
Development, August 2014
24
Progressing STEM Skills in Australia, Australian Industry Group, February 2015.
22
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As well as difficulties within the workforce there are problems in the pipeline from schools and
universities into the workforce. Despite attempts by governments over the last decade to increase
school student participation in STEM the proportion of students commencing in STEM has flatlined at around 10 per cent or less.25 A decreasing number of students are participating in
mathematics. The number of students undertaking intermediate and advanced mathematics in
secondary school fell by 34 per cent over the past 18 years.26 Ai Group has drawn attention to the
unacceptably low level of participation by secondary school students in STEM related areas of
knowledge and skills.27 The Office of the Chief Scientist has documented the decline in the
proportion of Year 12 students undertaking mathematics and science since 1992.28
There are particular concerns in regard to school student performance in mathematics. The 2011
Trends in Mathematics and Science Study (TIMSS) indicates that Australia’s performance in
mathematics and science has stagnated over the past 16 years.29 The latest Programme for
International Student Assessment (PISA) results reveal the mathematics skills of 15 year olds have
slipped back as was the case for reading. The results indicate that 16 countries achieved
significantly higher results than Australia. Australia’s mean mathematical literacy performance
declined significantly between PISA 2003 and PISA 2012 by the equivalent of more than a half year
of schooling.30 The results indicate that 42 per cent of the students failed to reach the national
baseline proficiency level in mathematical literacy.31
Ai Group is concerned that declining interest in STEM courses in senior secondary certificates
poses an immense challenge to current skills shortages in engineering professions, technicians and
para-professional occupations and to securing Australia’s future manufacturing skills base, as
these subjects often serve as prerequisites to most trades and university science and engineering
courses.
The situation is similar in tertiary education. In 2010, 29.9 per cent of Vocational Education and
Training (VET) students were enrolled in STEM disciplines.32 In higher education there has been a
declining rate of STEM-related course completions which have decreased over the last 10 years
from 22 per cent to 16 per cent.33 The most recent report from the Office of the Chief Scientist
indicates that the proportion of tertiary students with first degrees in STEM is only 10.6 per cent,

25

Australia’s skills and workforce development needs, Discussion Paper, Australian Workforce and Productivity
Agency, July 2012.
26
Dealing with Australia’s Mathematical Deficit, Australian Mathematical Science Institute, May 2014.
27
Progressing STEM Skills in Australia, Australian Industry Group, February 2015.
28
Benchmarking Australian Science, Technology, Engineering and Mathematics, Office of the Chief Scientist,
November 2014.
29
Sue Thompson et al., Highlights from TIMSS and PIRLS 2011 from Australia’s perspective, Australian Council for
Educational Research, 2012.
30
rd
MEDIA RELEASE, 3 December 2013, Latest PISA results ‘cause for concern’, says ACER.
31
ACER FACT SHEET, Selected results from PISA 2012, 3 December 2013
32
STEM: Country Comparisons, Final Report, Australian Council of Learned Academies, May 2013, page 16.
33
Derived from Australian Government, Department of education, 2012 Award Course Completions cited in Fuelling
NextGen digital innovation through education, PwC.

29

Australian Industry Group Submission to the 2016-17 Victorian Budget

considerably lower than similar competitor economies. 34 There has been some recent
improvement in natural and physical sciences and engineering students in higher education, but
this is off a low base. The OECD average in 2010 for new university entrants in engineering,
manufacturing and construction was 15 per cent but in Australia it was only 8.7 per cent. The
OECD figure for mathematics is 2.5 per cent and only 0.4 per cent in Australia.35
Recent national initiatives include the endorsement of the National STEM School Education
Strategy by the Education Council36 and the inclusion of STEM components in the National
Innovation and Science Agenda37 released by the Australian Government, both in December 2015.
The Education Council strategy is naturally focused on schools although one of the five areas for
national action addresses “facilitating effective partnerships with tertiary education providers,
business and industry.”38 While the National Innovation and Science Agenda is broader in scope,
the $48 million to be devoted to STEM initiatives is relatively narrow and is again focused on
schools.39
While this progress is to be encouraged there are still gaps in the approach to STEM skills and
initiatives released to date, in particular, there is little focus on measures to support and expand
the STEM-qualified workforce and no reference to the importance of Vocational Education and
Training (VET) sector in this policy area.
Recommendation:


There is a need to develop and support initiatives that promote STEM skills in schools, the
tertiary education sector and the workplace.

7.6. Workplace Language, Literacy and Numeracy
The low level of LLN of the Australian workforce is a major concern to industry. The most recent
international data, the Programme for the International Assessment of Adult Competencies
(PIAAC), outlined the following results.
The overall results indicate that 44% of Australians aged 15 – 74 had literacy skills below level 3
and that 55% had numeracy skills below level 3. This represents a slight improvement in literacy
and a slight deterioration in numeracy. The data for the various States does not differ significantly
except for the ACT which had a larger proportion of people at higher levels in all domains.

34

Benchmarking Australian Science, Technology, Engineering and Mathematics, Office of the Chief Scientist,
November 2014
35
Ibid.
36
National STEM School Education Strategy, Education Council, December 2015.
37
National Innovation and Science Agenda, Commonwealth of Australia, 2015.
38
National STEM School Education Strategy, Education Council, December 2015, page 10.
39
National Innovation and Science Agenda, Commonwealth of Australia, 2015, page 13.
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Chart 11: Literacy Levels

Source: ABS, Cat. 4228.0, Programme for the International Assessment of Adult Competencies, Australia, 2011-2012

Chart 12: Numeracy Levels

Source: ABS, Cat. 4228.0, Programme for the International Assessment of Adult Competencies, Australia, 2011-2012

Chart 13: PSTRE Levels by State

Source: ABS, Cat. 4228.0, Programme for the International Assessment of Adult Competencies, Australia, 2011-2012
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Ai Group research highlighted that 93 per cent of employers reported that their business was
affected by low levels of LLN. 40 Poor completion of workplace documents, time wasting,
ineffective work, materials wastage and ineffective training all resulted in reduced productivity.
The Workplace English Language and Literacy (WELL) program was the main training response for
workplace LLN issues. However, the reach of the program was well short of the required need. The
Commonwealth Government has decided to discontinue this program.41 It is timely therefore for
the Victorian government to consider foundation skills training for the workforce. Recent data
from the Victorian Department indicate a 40 per cent reduction from 2014 to 2015 in students
undertaking foundation skills.42 This continues the rapid decline in recent years as a result of
changes in subsidies and courses included in the foundation skills list. In addition to these
decreases there is no provision for the existing workforce. This approach is confirmed in the
discussion of addressing literacy and numeracy in the VET Funding Review.43 Ai Group wants
foundation skills training for the current workforce and would be prepared to discuss this in detail
with government.
Recommendation:


There is a need for a greater focus on workplace language, literacy and numeracy skills and
initiatives introduced to address the current low levels of these in the workforce.

7.7. Facilitate work readiness
Ai Group has been concerned about the general lack of work readiness of graduates as industry
moves to higher level qualifications. Our members are telling us that graduates are not always
able to make an easy transition to working productively in organisations. It is therefore harder to
focus on their talents to help the company improve and innovate. Employers of STEM skill
graduates, for example, indicate that one of the main reasons for recruitment difficulties is lack of
workplace experience.
Along with a need for greater cooperation between business and higher education institutions to
foster research, a range of flexible work integrated learning models need to be developed to make
it easier for employers to take students for appropriate lengths of time in industry. It is important
that practical application is an accredited component of university degrees.
Such opportunities will assist students to apply their knowledge and skills, develop job ready skills
and build professional networks in industry. For employers, there are a range of benefits, from
potentially reduced recruitment costs to having fresh ideas and approaches being incorporated
into the business.

40

Tackling Foundation Skills in the Workforce, Australian Industry Group, January 2016.
Australian Government, 2014, Federal Budget, Industry Budget Statements, pages 42 – 43.
42
Victorian Training Market report, 2015 Half Year, Education and Training, page 68.
43
VET Funding Review: Final report, September 2015, pages 120 – 124.
41
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Ai Group is a partner in the National Strategy for Work Integrated Learning in University
Education, along with Universities Australia, BCA, ACCI, the Australian Collaborative Education
Network Ltd and more recently, the Australian Department of Education and Training (ADET) and
the Office of the Chief Scientist (OCS). Ai Group is working with these bodies to facilitate the
development of resources and processes that support engagement between universities, business
and community partners. The partners are also building capacity and addressing barriers, including
equity and access, so that more employers and students can participate in WIL.
The Victorian Industry Skills Consultative Committee hosted an event for industry and government
to explore work readiness and real skills and training issues. Ai Group encourages further activity
on this issue for Victoria.
Recommendation:


Encourage the adoption of Work Integrated Learning in Victorian universities to assist in the
development of work readiness of graduates as they enter the workforce.

7.8. Management Skills in the Manufacturing Sector
Through its Manufacturing Skills and Training Taskforce the government has been identifying skill
and training needs and exploring holistic and workable solutions that address manufacturing
workforce priorities. Manufacturing in Victoria reflects a broader challenge within Australia to lift
enterprise leadership capability in order to enhance productivity, innovation and sustainability.44
On an international scale Australia’s ranking in leadership and management practices has been
falling against a number of measures in recent years.45
There exists an enormous amount of latent potential in organisations. It will continue to remain
largely untapped unless it can be unlocked through a paradigm shift in our leadership approach,
and recognition of the strong link between an organisation’s culture, its structure and leadership
approach, and business success. Amongst the barriers are limitations in current leadership
development frameworks that predominantly focus on individual development without
consideration of the collective leadership capability needed in order to meet an organisation’s
business goals.
Aiming to address these barriers, during 2015 the Taskforce commissioned Ai Group to undertake
a project that implemented an innovative approach to the development of emerging/frontline
managers in manufacturing. Three components were integral to the success of the pilot program:
-

management skills developed within a manufacturing context, and solving manufacturingrelated issues. Innovative manufacturing business model workshops provided this context

-

conducted for a group of participants from locally-based companies in order to develop
networks of first line managers across companies

44

The Australian Industry Group, Addressing Enterprise Leadership in Australia, 2015.
World Economic Forum Global Competitiveness Report and International Institute of Management Development
World Competitiveness Yearbook.
45
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-

facilitation via innovative methodology supported through a partnership with an RTO to
deliver a qualification, but driven by the needs of individuals and their companies.

An implementation guide has been developed to support groups of companies that have identified
emerging managers and wish to implement this model, partnered by their choice of education
provider.
Recommendation:


Develop and implement a communication strategy to highlight successful management
development model strategies for manufacturing firms and encourage further uptake of the
innovative model by industry and education institutes.
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8. Infrastructure Investment
8.1. Investment needs to be fast-tracked
Ai Group recognises the commitments made by Victorian Government for infrastructure
investment including the level crossings removals; widening the Tullamarine Freeway; building the
Western Distributor as well as the Melbourne Metro Rail Project and Mernda Rail Extension.
These are good projects, but as the data below highlight, it is imperative that they take place as
soon as possible given the weakness in engineering investment in the state. In recent years
Australia has experienced a slowdown in public infrastructure investment and in Victoria this has
been marked (Table 6).
Table 6: Public Engineering Construction Spending by State (nominal growth
figures)

Source: ABS Cat 8762.0 Engineering Construction Activity, Australia

An increase in investment will help overcome cost barriers for industry and will improve amenity
and productivity. Living standards in Australia cannot continue to rise unless the country takes
meaningful steps to address our weak productivity performance and one of the most important
steps is to build and improve the nation’s roads, rail and ports. This will improve the ability of
Australian business to compete successfully in international markets.
In Victoria, the state’s ability to attract skilled workers and high-value businesses will be eroded if
Victoria’s reputation for livability is damaged. Strong population growth over recent years and
consequent pressures on existing infrastructure means this is almost certain unless immediate
steps are taken to ease bottlenecks through new infrastructure.
The case for lifting infrastructure now is also made stronger by the spare capacity that exists given
the slowdown in engineering investment by the mining sector. This is evident in the soft pipeline
of work in engineering and commercial construction, as evidenced in the Australian Industry
Group/Housing Industry Association Australian Performance of Construction Index (the Australian
PCI®).
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8.2. Strengthening the Infrastructure Selection Process
The importance of having sound selection process was made clear in Victoria in 2014 around the
construction of the East West Link. The project would have led to several years of work for
construction companies after several years of subdued activity in major construction projects and
would have created jobs in the coming years as the state contends with the closure of the
automotive assembly industry. The subsequent cancellation of this project came at significant cost
to construction companies and the Victorian taxpayer, and has increased the perceived risk of
Australian government contracts as the project’s contract had been signed.
Ai Group believes that transparency and rigorous selection criteria are vital for infrastructure
projects, a case that was also made in the Productivity Commission’s final report on Public
Infrastructure released in early 2014.
Ai Group believes each proposed infrastructure project should be subject to thorough and
transparent cost-benefit analysis to ensure the government gets the best possible use of taxpayer
funds. A clear and transparent process also helps to foster public support for infrastructure
projects and avoid costly delays in construction. Ai Group applauds the Government for the costbenefit work it has done to date.
Ai Group is pleased that Infrastructure Victoria has been established with a strong board. This is a
statutory authority that has the potential to improve decision making in Victoria. We ask the
Victorian Government to continue to monitor its effectiveness.

8.3. Project Financing
Ai Group supports the Federal Government’s Asset Recycling Fund and is pleased that Victoria will
benefit from the scheme following the finalization of the Port of Melbourne deal after from the
privatization of the port but the state has relatively fewer assets left to privatize.
We are pleased that the Victorian Government has signaled it is prepared to use the state’s
balance sheet to invest in infrastructure where needed. Sensible investments in infrastructure will
boost the state’s economy, and ultimately the Government’s revenues. Ai Group also agrees the
Federal Government also has a role to play in delivering funding for Victorian infrastructure
projects.
In addition to public financing, Ai Group welcomes the willingness of the Victorian Government to
consider privately-financed projects and tolls where appropriate.
Recommendations:


The Victorian Government has a good pipeline of projects outlined but Ai Group stresses
that these projects need to take place on time given the need for construction activity in the
state.



Infrastructure Victoria has been established with a strong board. Its initial period should be
carefully assessed and adjustments made if necessary to ensure the public and investors
have faith in sound infrastructure selection processes.
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The Victorian Government should continue to be open to different approaches to financing
infrastructure projects to ensure these projects take place.
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9. Innovation Policy
Ai Group recognises the Victorian Government’s commitment to fostering greater innovation in
Victorian businesses including the Future Industries Fund, the Start-Up Victoria initiatives and the
automotive supply chain diversification programs. These new programs have generally been
designed in consultation with industry which we welcome. We would ask the Government
maintain its focus on innovation and reassess the efficacy of these programs in consultation with
industry after a period of operation to ensure they are operating as desired, and if there is a case
for more funding.
Recommendations:


The Victorian Government should maintain its focus and commitment to business innovation
and reassess the efficacy of innovation programs to ensure they are meeting their desired
objectives.
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10. Public Procurement
Ai Group believes public procurement has the potential to offer opportunities to local businesses
but any decision to acquire locally should be subject to rigorous fiscal assessment that takes into
account benefits that the local procurement but also if local content would provide value for
money for the taxpayer. Ai Group believes that Governments should be flexible on definitions of
local content. For example, local content could be the local assembly of inputs made overseas
when that is the most sensible option that delivers value for money for the government. Local
should also refer to businesses operating in Australia and not limited to a single state
We made a submission to the Victorian Industry Participation Policy in late 2015. In it we raised
two main points – firstly that government procurement decisions can be used strategically to
encourage innovation, and that broader impediments in government tendering should be
removed to enable local businesses the chance to compete in government contracts.

10.1 Taking a holistic view of public procurement
Ai Group believes that local businesses can benefit greatly from local procurement by enabling
businesses the opportunity to access global supply chains or encourage innovation. Governments
should consider these benefits when they are deciding whether to procure locally, but such
decisions should also be fiscally sensible and deliver value for money for the taxpayer. Only
sensible local procurement decisions that are made with fiscal discipline will provide the right
conditions for local businesses to build competitiveness.

Innovation
Ensuring that government procurement opportunities have significant flexibility and are not overly
specific in their requirements have the potential to provide businesses, large and small, with the
opportunity to offer innovative products or processes. That is, procurement can provide a
‘demand-led’ model of research and development, and enables the government, that is the
customer, with direct input at the development stage of a new product or service rather than
waiting until it reaches the market. This brings benefits to both businesses and governments.
Victoria already has experience with a drive-innovation-through-procurement policy through the
Market Validation Program, which launched in 2009 and supported 32 projects, including many in
health. The program was broadened and rebadged in 2013 as the Driving Business Innovation
program, which was funded as $16 million in the 2013 Budget.
It was designed to support Victorian small to medium enterprises (SMEs) to develop new products
and services for government customers. It provides SMEs with access to capital (grants funding),
customers (government agencies) and collaborators (SME partners). The ultimate aim of the
program was that Victorian SMEs would use the grants to create and tested a new marketable
product or service, and these new technologies would enable Government agencies to make
improvements in their service delivery.
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This incarnation was suspended sometime since the second round opened in September 2014. Ai
Group believed it was a good policy. The Federal Government is experimenting with a smallerscale version for Commonwealth procurement needs, and there is an opportunity for Victoria to
return to leadership in smart procurement.

Global Supply Chains
It is important that procurement projects are designed in a way that enables businesses to
leverage the relationships they build, or the products/processes they develop to find more
opportunities in global supply chains. Procurement, be it in defence, manufacturing or business
services, can give businesses, especially SMEs, the opportunity for future work in global supply
chains.
The Federal Department of Defence has a successful program called the Global Supply Chain (GSC)
program, which creates opportunities for Australian companies in the global supply chains of
multinational defence companies and their major suppliers. There are seven major prime
contractors, all large multinationals, which identify bid opportunities for capable Australian
businesses. The prime contractors also train and mentor companies in areas like their purchasing
practices, and market assistance including facilitating visits and access to decision makers.

10.2 Removing impediments for local businesses
We have concerns over government authorities’ tendering processes place on members’
businesses bidding for government work, be it local, state or federal, and across a diverse range of
industries including construction, defence, business services and manufacturing. Our members
range from SMEs to large Australian-listed companies and the local arms of large multinational
corporations. These businesses have varied experiences but similar criticisms are made of
government tendering processes. These include:


Lack of transparency: Tender information can be difficult to access, and then tenders are
announced suddenly, or delayed, with little information provided to those bidding. The
VIPP programs provide departments with the discretion around tender requirements for
local industry participation, and while Ai Group members appreciate that some flexibility is
required between projects, this often means businesses have difficulty navigating the
opportunities provided by different agencies.



Tender specifications can be difficult to understand and contract negotiations can be
protracted and difficult. One business noted that issues such as unlimited liability
sometimes take “an inordinate amount of time” or more than six months to negotiate.



For small businesses, the complex Request for Quotation documents appeared filled with
landmines that businesses find difficult to navigate. This includes issues around
environmental management, industrial relations, and insurance liability plans. Small
business members would benefit from workshops with the Government, or the Industry
Capability Network, to help them navigate these issues.
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Other distortions that Ai Group has raised in previous submissions that frustrate and impede the
full and fair participation of local suppliers include:
An undue emphasis on upfront costs rather than whole of life costs in public sector procurement.
This emphasis results in the purchase of lower quality goods and services and neglects the costs
involved in maintenance and through-life support which are key advantages that local suppliers
are able to offer.
An uneven weighting given to conformity with standards. Local producers are required to
produce to stringent Australian and International Standards and non-conformity or false claims of
conformity are much more rigorously enforced than is the case with many imported alternatives.
This puts local businesses at a disadvantage.
Selection criteria (implicit or explicit) that include a record of supply in other countries as
demonstration of credentials. This favours offshore suppliers and is a particular barrier to
emerging local businesses and domestic suppliers of innovative goods and services.
Preference given to offshore suppliers. Preference is often given by overseas-based prime
contractors to sub-contractors and suppliers in their country of origin under explicit or implicit
local preference arrangements and practices.
Recommendations:


Ai Group welcomes the Victorian Government’s willingness to consider Australian
businesses when it is appropriate for public procurement decisions. We await the report
from the Victorian Industry Participation Policy and we recommend that the Government
commits to sound principles when making procurement decisions.
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11. Trade Policy
Ai Group commends the Victorian Government’s efforts in supporting exporters venture into
emerging markets, and urges the Government to continue and increase efforts in assisting
exporters.
Successive Victorian Governments have adopted initiatives to support a generation of exports by
Victorian companies. In recent times, with the depreciation of the Australian dollar, those
companies which are prospering are likely to have become more competitive against imports and
have developed export markets. Their confidence to branch out into export markets has improved
markedly as their competitiveness has increased.
The Victorian Government must maintain its support for export generation and be vocal in its
encouragement to Victorian business. While the mega trade missions may not have had the
impact that was hoped, companies have always benefited from government-led initiatives where
opportunities have been opened up and developed by bureaucracy. This has included specific
ministerial led missions as well as those by specialist organisations, such as Ai Group, which can
create potential opportunities for exporters.
In some cases potential exporters do not fully appreciate the necessary steps to create
opportunities for themselves or to open dialogue with potential export markets. This is where
both the government and export organisations can provide necessary support and this is where
government funding can be of greatest significance.
Ai Group has found that where government has been willing to invest over a period in export
programmes and fairs such as food fairs, companies have gradually developed confidence to
invest in those areas themselves. For example, ISM, which is the world confectionery fair held
each year, was attended by Australian confectioners when government funding was offered to
create an Australian stand. At that stage limited funding of around $30-35,0000 per annum was
provided by the Victorian Government which helped create the impetus for companies to display
at ISM. Inevitably those companies were small, looking for opportunities but without significant
funds to create the market for themselves.
Ai Group urges the Victorian Government ensure a continuation of targeted assistance for
business participation in trade missions. Continuing to fund more overseas trade missions for
businesses, particularly smaller businesses that want to expand into overseas markets, to
participate and to facilitate co-funding exporters’ businesses trips overseas to establish and/or
increase contacts with overseas business partners. Such networks help to increase the chances of
smaller Victorian businesses being able to successfully break into new overseas markets.
While in opposition, the Victorian Government committed to conducting four “reverse super trade
missions” bringing international delegates to Victoria to showcase Victorian produce and
technology and build relationships. The inbound trade missions are a welcome move which will
give local industry the chance to pursue new contracts, develop exports and meet with existing
partners, and help identify and overcome legal and regulatory challenges to exporting.
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Ai Group also welcomed the pre-election announcement from the Government to establish more
Trade offices in new markets including Latin America. We feel that Mexico would be the ideal
location for a Victorian office given the relationships that could be developed between our
manufacturing sectors, as well as give Victorian businesses the opportunity to benefit from the
Trans Pacific Partnership, the first trade agreement Australia holds with Mexico. We would also
encourage the Victorian Government to continue to build its relationship in Turkey. These efforts
would assist Victorian businesses to develop a broader customer base.
Recommendation:


Victoria has a strong record in international trade. Ai Group encourages the Government to
draw on the state’s strengths to develop a clear strategy to boost export opportunities of
Victorian businesses.
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12. Environment and Energy policy
12.1. Victorian Sustainability Fund
The Government can take steps in the Budget to make Victorian industry more resilient to energy
market developments, and to better use the existing Sustainability Fund to support its intended
purposes.
With respect to the Sustainability Fund, Ai Group is keen to ensure that the monies that have
been collected through waste levies, including from business, are directed towards projects where
improved technology will assist businesses to improve their sustainability across waste and other
environmental impacts. We understand that there is more than $300 million and potentially up to
$500 million currently in the Sustainability Fund and we believe that at least a part of that money
should be used for what the Fund is intended - to improve Victorian businesses’ sustainability.
There are many opportunities which Government could support:


dealing with the perennial issue of tire mountains - not least regional areas;



helping create markets for recycled waste products where otherwise the business model
would not provide the necessary incentive to business;



funding improved technology within companies;



encouraging research and development in waste reduction or management both by
companies and by academia.

All of these would be job generating developments which could be created by the Government's
Sustainability Fund.
The Victorian economy continues to attract many new overseas residents who have not been well
educated in our excellent waste recycling system. A targeted education program in areas where
we have the 'three-bins system' would be beneficial to the environment and help to further
improve our recycling rates.
Government wants to keep e-waste out of landfill, as discussed further below, but in order to do
that, it must help create the innovation which will help reduce costs and make it a business
opportunity to deal with e-waste. Government has already provided some support for technology
in this area, but continued assistance in dealing with creative innovation is important.
Recommendation


Ai Group is keen to ensure that the monies that have been collected through waste levies,
including from business, in the Sustainability Fund, which we understand amount to up to
$500mn, are directed towards projects where improved technology will assist businesses to
improve their sustainability across waste and other environmental impacts.
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12.2. Energy policy
With respect to energy, Victorian industry faces significant challenges, including uncertainty and
rising prices in the gas market, retail electricity prices that remain high, and the potential for
higher prices over time as the generation and distribution sectors transition. Many of these issues
are being confronted through other Victorian Government policy processes, but there is a role for
Budget decisions to play.
In particular, the Government should consider funding efforts to make gas users more resilient
and to support energy productivity improvement across smaller or less intensive energy users.
The Victorian moratorium on onshore gas development, and similar barriers in New South Wales,
limit the options to bring more gas to the Eastern Australian gas market that industrial gas users
depend on. The removal of the moratorium, and its replacement with a strong but efficient
regulatory regime, remain important goals. Meanwhile, however, the plunge in global oil prices
has greatly reduced incentives and appetite for the oil and gas sector to explore and develop
resources in Australia. Member feedback suggests that domestic gas prices are not rising as fast as
previously expected, but weak supply and strong growth in demand from LNG export creates the
risk that domestic prices will still have to rise substantially to drive out sufficient domestic demand
to clear the market.
Alongside reforming the regulation of onshore gas, the Victorian Government should also consider
how to help gas-using industry to be more competitive in this environment, including through
efficiency projects, fuel switching, or other productivity-raising investments.
Reforms underway to the Victorian Energy Efficiency Target should help to support business
energy efficiency. However, there is also a role for additional action to encourage longer-term
improvements. This should include supporting a voluntary challenge program that recognizes
businesses’ progress towards energy productivity goals, and enhanced access to efficiency
information and support programs for participants in that program.
Recommendation:


The Government should reconsider reforming the regulation of onshore gas in order to
ensure gas remains a reasonably-priced input into the production process.

12.1. E-waste
In November 2015, the Victorian Government announced a proposal to ban e-waste from landfill.
While Ai Group was not opposed to a landfill ban in principle, it was unclear whether banning ewaste from landfill in Victoria was the appropriate solution to achieve these objectives.
Government funding would be required to avoid adverse effects from a landfill ban of e-waste.
A fundamental issue to the Victorian Government’s proposal is a need to recognise that local and
State governments also have a strong role to play with industry. This was a particular issue that
arose in the Federal Government’s 2015 Operational Review of the National Television and
Computer Recycling Scheme (NTCRS). There was concern that local government was unable or
unwilling to meet its shared responsibility by funding recycling, with implications for the stability
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of the recycling sector and related social enterprises, and creation of growing risks through the
stockpiling of material that was beyond industry targets and not economic to recycle. Although
the Federal Government tried to address this by sharply increasing the targets for the NTCRS, it
was a fraught process, overturning the targets to which industry had committed when it originally
supported introduction of the scheme. It remains to be seen whether the changes will succeed.
If an e-waste ban were to be imposed on landfill in Victoria, it is likely that substantial amounts of
waste will be diverted from landfill in the first instance. Ideally, through economies of scale, a ban
to e-waste in landfill would be expected to increase volumes and lead to reduced costs. But, in
practice, the capacity of local government to manage the waste stream and fund recycling will not
increase commensurately. This could result in potentially dangerous stockpiling, financial
instability for local government or recyclers, or the hasty imposition of costs on industry.
Therefore, in assessing the costs and benefits of introducing an e-waste ban in landfill, serious
consideration should be given to how this may impact on governments, recyclers and consumers
to fund collection and recycling of additional e-waste. The innovation dimension should also be
considered, as addressed above. Landfill bans do not necessarily create better economics for
recycling.
Recommendation:


The Victorian Government should assess whether additional funds should be allocated to
support collection and recycling of additional e-waste, especially if it decides to ban e-waste
from landfill.
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13. Digital Policy
13.1. Cyber Security
We welcome the Victorian Government’s agreement in December last year to partner with Oxford
University's Global Cyber Security Capacity Centre (GCSCC) to establish an office in Melbourne.46
In tandem with the Federal Government’s recently announced Cyber Security Growth Centre, we
expect that the GCSCC will complement the Federal Government’s initiative, which is to promote
collaboration between industry and government, and enable Australia to become a global industry
leader in exporting cyber security products and addressing cyber security crime.
However, much of the benefits gained through allocation of funding in the Budget for establishing
the GCSCC may be impacted by two Federal Government consultations currently under way with
respect to cyber security, which the Victorian Government should be mindful of.47 The Federal
Government’s consultations will need to deliver an outcome that is consistent with the objectives
of not only its National Innovation & Science Agenda, but also to other complementary
government cyber security initiatives such as Victoria’s. Otherwise, this will be a lost opportunity
that may lead to companies moving investment in and development of innovative digital
technology solutions offshore, especially in respect to cyber security. Ai Group understands this
was the experience in New Zealand, where more stringent legislative cyber security requirements
were introduced, leading to certain companies shifting their investment in research and
development of innovative digital technologies offshore to Australia and the USA.48
We also understand the Victorian Government is looking into revising its strategy for a whole-ofgovernment approach to cyber security, which should also inform and clarify the government’s
procurement strategy. 49 Again, this may also depend on the outcomes of the Federal
Government’s consultations.
Related to this, we also welcome the memorandum of understanding between the Victorian
Government and Data61 to establish Data61’s national cyber security centre to Melbourne.50 In
conjunction with the Federal Government’s announced investment into Data61, the Victorian
arrangement will help to further deepen Data61’s talent pool and strengthen the research agency.
We look forward to working with Data61 as it continues to drive digital innovation with industry.

46

See: http://www.invest.vic.gov.au/news-and-events/2015/dec/oxford-chooses-melbourne-for-first-global-cybersecurity-centre
47
National Cyber Security Review, and the Attorney-General Department’s Second Exposure Draft of the
Telecommunications and Other Legislation Amendment Bill 2015 (Telecommunications Sector Security Reform).
48
See: http://www.zdnet.com/article/surveillance-law-prompts-shift-for-google-sponsored-sdn-test-bed
49
See: http://www.itnews.com.au/news/victoria-plots-whole-of-govt-cyber-emergency-plan-412506
50
See: http://www.invest.vic.gov.au/news-and-events/2015/dec/oxford-chooses-melbourne-for-first-global-cybersecurity-centre
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Recommendation:


The Victorian Government should ensure that the Federal Government’s two consultations
currently under way with respect to cyber security deliver an outcome that is consistent with
the objectives of the Victorian Government’s GCSCC. This will ensure that the regulatory and
policy settings promote, rather than inhibit, the opportunities gained through allocation of
funding in the Victorian Government’s Budget for establishing the GCSCC, as well as the
Victorian Government’s whole-of-government cyber security strategy.

13.2. Digital Government
Ai Group supports the digitisation of the government agencies across Australia, including in
Victoria, as we consider it will create opportunities to streamline the way governments collect and
make use of existing data from businesses, and reduce compliance and regulatory costs for
businesses and governments. As the Victorian Government builds its capabilities and strengthens
its whole-of-government digital strategy, the Government should be ready to increase and
redirect investment accordingly.
We note two Victorian Auditor-General’s reports relevant to this discussion, as summarised by the
Victorian Acting Auditor-General:51


June 2015 performance audit report: “Delivering Services to Citizens and Consumers via
Devices of Personal Choice: Phase 1 – Interim Report, focused on the whole-of-publicsector approach to digital service delivery, and highlighted a need for vital information and
communications technology (ICT) governance and strategic leadership reforms, together
with embedded ICT coordination, guidance and assurance processes across the public
sector.”



October 2015 performance audit report: “Delivering Services to Citizens and Consumers via
Devices of Personal Choice (Phase 2)”, which “examined the approaches departments and
agencies use to determine which services will be, or have already been, delivered online
and examined the ongoing monitoring of the effectiveness and public utilisation of digital
service delivery.” While the report found improvements to government digital service
delivery, the Acting Auditor-General indicated that there was still much room for
improvement. More importantly, the Acting Auditor-General stated that “if the
fundamental issues … are not adequately addressed, the ability for departments and
agencies to move towards effective and efficient end-to-end digital service delivery will be
hindered.”

In light of the Victorian Auditor-General’s reports, we encourage the Victorian Government to
consider allocating adequate investment to help expedite the improvement of its whole-ofgovernment digital service delivery.
51

See: Victorian Auditor-General’s Report, “Delivering Services to Citizens and Consumers via Devices of Personal
Choice (Phase 2)” (October 2015), No 2015-16:9, p. vii, http://www.audit.vic.gov.au/publications/20151007-DigitalDevices/20151007-Digital-Devices.pdf.
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Recommendation:


The Victorian Government should be ready to increase and redirect investment in ICT
procurement accordingly, especially in light of the Victorian Auditor-General’s reports on
digital service delivery.
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14. Social Inclusion
While companies are concerned about the economy many are also aware of their social
obligations and are becoming increasingly willing to provide support where appropriate. And if
that means they can benefit economically, directly or indirectly, all the better.
From companies expressing willingness to support Syrian refugees, to other refugee families
gaining assistance and a recognition that we do not want a community of “have-nots” as it creates
division and potentially worse socially dislocation, companies have been willing to provide
support.
The Government could consider Prioritised Economic Zones where companies are especially
encouraged to develop and provide employment opportunities to the area and where, through
significant assistance, companies are encouraged to develop in the local economy. Companies
often do not want the money provided directly to them. Instead, of particular interest and
expressed by many companies, is their desire to have employees who are job ready and willing to
take on roles. Funding directly to companies does not always achieve this purpose. However,
funding to build employability skills would be welcomed. This would engender confidence among
employees that they have the skills and attitude expected of them and allow employers to utilise
their employees immediately with fewer employment-related issues.
Other companies are providing direct charity to schools in less well-off areas, deliberately by
passing the cumbersome schemes developed by bureaucracy. For example, schools have
complained to our organisation that products are often provided for breakfasts at schools, but
they are provided in bulk and are therefore not fresh, that schools need areas to store these
products which may not be available and that it fails to create a sense of community. Often these
products are simply wasted.
In preference, the schools have asked companies to provide direct funding to volunteer groups
within communities to offer breakfasts to students, engage local facilitators to arrange these
events and to develop community spirit within the parent, teacher and school children cohorts.
For example, the children are often provided with fresh and hot breakfasts at a cost of less than $3
per head. It is an inexpensive grass roots solution that should be considered.
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