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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 1 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.
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1. Introduction
Economic conditions in Queensland are being largely driven by developments in the
resources sector, which is shifting from the investment phase into output and export
growth. Resource sector investment in Queensland peaked in 2013. The sector’s major
contribution to growth is now coming from significantly larger export volumes. A number of
significant LNG projects have recently been completed and are moving closer to full
production, including Curtis Island, Gladstone and Australia Pacific. The massive Gorgon
LNG project is now also nearing completion.
Elsewhere in Queensland, the lower dollar has helped to lift inbound tourism numbers,
while low interest rates are supporting residential construction in and around Brisbane’s
inner city.
As a result, the Queensland economy is starting to gather some momentum. Queensland
Gross State Product grew by 2.0% in 2015-16, up from a four-year low of 1.2% in 2014-15. A
further pick-up in growth is likely in 2016-17 as the drag from falling mining construction
diminishes and export volumes increase at a more robust pace.
A further positive for Queensland is the improvement in commodity prices, which will
support export income, while a moderate recovery in business investment is also expected
in coming years as non-resources investment picks up.
The State’s fiscal position has also improved with the Queensland Treasury Mid-Year Fiscal
and Economic Review projecting a net operating surplus in 2016-17 of just over $2 billion,
building on the $970 million surplus achieved in 2015-16. This is largely due to an upward
revision to royalty income due to the rise in commodity prices.
Nevertheless, these positives mask underlying softness that still exists in the economy with
relatively low population growth and weak labour market conditions (due to the downturn
in mining investment), and subdued consumer sentiment all weighing on household
spending.
The outlook for the Queensland economy is also not without its challenges and downside
risks, particularly given the likelihood of a slowdown in residential construction and the
risks surrounding the emerging oversupply of apartments in the Brisbane CBD.
Moreover, despite improving global economic conditions, risks remain skewed to the
downside. There are particular concerns regarding the world growth outlook due to
disappointing productivity gains, high burdens of debt overhanging the advanced and
emerging market economies, the impact of a prolonged period of sub-trend capital
investment, the rebalancing in China, and non-economic factors such as geopolitical and
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political uncertainty, including this year’s euro-zone elections. There is a further degree of
uncertainty surrounding policies under a Trump administration in the United States,
presenting both upside and downside risks to the current trajectory of continued though
hesitant US recovery.
On the local front, businesses continue to face tough and testing conditions, and are
concerned about a range of pressures which are hindering their ability to compete in
national and global markets. These pressures include high operating costs, slow
productivity growth and a high burden of regulation. A growing number of businesses also
have pressing concerns about the steeply rising price of electricity and gas and the
increasing challenges to reliable supply. This is a particular challenge for the more energyintensive industrial businesses. A significant challenge facing Queensland as the economy
transitions away from resources investment is the disparity in conditions across regions and
industries. While South-East Queensland, for instance, with its larger population base and
more diverse economy is outperforming, the mining regions are continuing to struggle. It is
therefore critical that regional development remains a key element in long-term planning
and development given the critical role of the regions in driving state economic growth and
the need to ensure their long-term sustainability.
In view of these issues, The Australian Industry Group (Ai Group) urges the Queensland
Government to use the 2017-18 Budget to address the current pressures being faced by a
number of businesses. This includes improving the cost competitiveness and lowering
business costs for Queensland businesses and ensuring policy and regulatory settings in
areas such as taxation and the provision and maintenance of infrastructure are conducive
to strong productivity growth. These reforms will provide a well-targeted stimulus to the
economy while concurrently underwriting an improvement in the state’s financial position.
Ai Group also emphasises the importance of innovation and investment in providing the
foundation for future growth and productivity. Queensland has competitive strengths and
opportunities across a range of innovative, knowledge intensive and high margin businesses
of the future. Through our food and beverage processing businesses; developing new
products and technology to meet a global market; producing technologically advanced
goods; and our new manufacturing industries in industrial biotechnology and bioproducts,
precision agriculture technologies, and intelligent transport systems - Queensland industry
is combining innovation, investment and exports to ensure the state is able to compete on
the global marketplace. This process must continue and accelerate in the years ahead.
A key element to maximising the growth potential of Queensland is ensuring that industry
is able to meet its current and future skills needs. Particular areas of concern for businesses
are the lack of work-readiness and foundation skills of school leavers, the decline of STEM
skills and considerable employer unease about the quality of VET in school arrangements.
Ai Group believes that the Government’s role in relation to addressing these issues lies with
funding major initiatives to lift school sector literacy and numeracy, and developing
4
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initiatives that promote STEM skills in schools, the tertiary education sector and the
workplace.
In relation to investments in infrastructure, Ai Group has previously welcomed the
Queensland Government’s state-wide infrastructure plan for addressing the state’s
infrastructure short-fall, as well as the establishment of Building Queensland (as an
independent infrastructure advisor to government) and Market Led Proposals to encourage
new private sector investment. It is important, however, that the Government now takes
decisive action to deliver and fast-track the priority infrastructure projects identified to
alleviate infrastructure capacity constraints, and ensures major projects are funded and
developed in a timely manner.
At the same time, the Government must maintain a focus on supporting state growth over
the long-term by building on the progress it has already made in a number of key areas,
including the important Advance Queensland Acceleration package and its focus on
harnessing innovation; creating knowledge-based jobs for the future and; promoting
Queensland as an investment destination.
This submission sets out additional policy priorities that Ai Group believes will be critical to
build on the efforts of the Government and further boost the productive capacity and longterm growth of the Queensland economy, while facilitating a broad sharing of the benefits
across the community.
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2. Summary of Recommendations
Ai Group notes that the Queensland Budget is projected to be in a better position in 201617 than it was in the previous year, and that a relatively sound operating position is
expected to continue in 2017-18. This reflects the lift in royalties due to higher prices for
coal and positive economic growth conditions due to an acceleration in volumes of LNG
exports. This additional revenue gives the Queensland Government some leeway to address
immediate concerns about business costs and/or to bring forward longer-term investments,
policies and proposals that will contribute to growth.
With this context in mind, Ai Group’ priorities for the 2017-18 Queensland Budget include:


Continue to target to achieve operating surpluses (adjusted to the state economic
cycle and fluctuations in demand) and sustainable debt positions without resorting
to higher taxes and charges.



Reduce business costs by lifting of the payroll tax threshold, at least in line with
inflation, and by eventually phasing it out altogether as part of a comprehensive
restructure of Australia’s national tax arrangements. We also recommend that the
Government pursue the option of removing residential and commercial stamp
duties by better utilising land tax as a source of revenue.



Cut the regulatory burden through a continued focus on reducing, streamlining and
removing unnecessary regulatory burdens. This includes seeking to achieve genuine
harmonisation of state based laws (or centralisation of laws to the Federal level),
and greater certainty and consistency in the standards applying to industry.



Boost infrastructure by taking decisive action to deliver and fast-track the
infrastructure projects that Queensland requires to drive growth through a swifter
roll-out of the State’s Infrastructure Plan.



Support the regions through a continued commitment to implementing proposed
and announced regional infrastructure projects in a timely manner.



Instigate measures to support energy efficiency, energy productivity and demand
response to increase energy users' resilience and to take pressure off the energy
system, including:
-

increase the availability of business-specific information on energy efficiency
and energy management practices;

-

finance capital investment in business efficiency upgrades, whether through
loans or matched grants;
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-

procure demand response capacity to ease peak pressure on the electricity
system, through competitive processes and;

-

fund demonstration projects for energy services, particularly storage and
stability services, that can provide both immediate systemic benefits and
lived experience to guide ongoing market reforms.



Focus on the development of innovative models for financing major projects into
the future, including broadening contestability by encouraging greater private sector
involvement in the provision of traditional government services and programs, and
embracing the selling and long-term leasing of public sector assets to enable capital
to be recycled to fund vital infrastructure projects.



Adhere to best practice government procurement principles, including recognising
the need to consider “whole-of-life” costs that ensures appropriate consideration of
through-life servicing and support which are key advantages that local suppliers
offer, and which is especially needed in major projects and major technology
intensive purchases.



Ensure a more urgent focus on building capacity by investing in skills and especially
in rebuilding the VET system, apprenticeships and STEM skills.



Maintain an on-going commitment to encouraging innovation and economic
development through sound programs and incentives that are critical to stimulating
economic growth across the State under the Advance Queensland Acceleration
package.



Continue to boost industry capabilities by leveraging off the State’s competitive
strengths and opportunities across a range of innovative, knowledge intensive and
high margin businesses of the future, and maintain the progress already made in key
areas. This includes the Government’s Advanced Manufacturing Roadmap and
Action Plan, the Made in Queensland Manufacturing Program and the tasking of the
Queensland Productivity Commission to examine ways to boost the manufacturing
sector.
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3. The Queensland Economy
The Queensland economy ranks as the country’s third largest, accounting for around 19% of
Australian economic activity in 2015-16. The composition and growth of industrial
production in Queensland highlights the state’s broad industrial base, but also the strength
of residential and other construction activity in 2015-16 (chart 1). The Queensland economy
is linked closely to global trade networks through its relatively large mining, tourism,
agriculture and education sectors. The state’s construction sector is its largest industry
(10.9% of GSP) followed by health (7.4%), education (7.4%) and mining (6.9%). Queensland
is somewhat under-represented in finance and professional services, which tend to cluster
in Sydney (and to a lesser extent, Melbourne). Manufacturing comprises 6.3% of
Queensland’s GSP, which slightly exceeds manufacturing’s share of national GDP.
Chart 1: Queensland and Australian Industry Output, share of GSP & GDP, 2015-16

Source: ABS Australian National Accounts, State Accounts 2015-16

The Queensland economy has experienced a difficult period of transition post the mining
boom. The drag on growth from significant declines in mining investment and the fading of
resources related engineering construction as the major LNG megaprojects reach
completion, has been particularly pronounced over the two years to 2015-16. Three major
coal projects with a combined value of almost $5 billion (Byerwen, Grosvenor and Eagle
Downs) are also scheduled to finish their construction by mid-2017. Other constraining
influences on Queensland’s economic growth include relatively low population growth and
slowing household spending which is being weighed down by weak labour market
conditions, subdued wages growth and soft consumer sentiment.
Queensland Gross State Product grew by 2.0% in 2015-16, up from a four-year low pace of
1.2% in 2014-15 (table 1). This was also the third highest growth rate of all states. However,
against an Australian GDP growth rate in 2015-16 of 2.8% and 10-year average growth rate
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for Queensland of 2.9%, this current (financial year) reading on the State’s growth remains
at an historically subdued level. (chart 2).
Table 1: Real GSP growth and state rankings, 2014-15 and 2015-16

NSW
Victoria
Queensland
South Australia
Western Australia
Tasmania
Australia

2014-15
% p.a (real)
Ranking
2.6
2
2.6
2
1.2
6
2.0
4
3.6
1
1.3
5
2.4
-

% p.a (real)
3.5
3.3
2.0
1.9
1.9
1.3
2.8

2015-16
Ranking Share of GDP (%)
1
32.5
2
22.6
3
19.1
4
6.1
4
14.5
6
1.6
100

Source: ABS Australian National Accounts, State Accounts 2015-16

Chart 2: Real GSP growth, Queensland

Source: ABS Australian National Accounts, State Accounts 2015-16

Looking at the composition of Queensland’s growth, State Final Demand (SFD) - which
measures total spending by households, business and governments, but excludes exports
and imports – contracted by 1.3% in 2015-16. Weighing heavily on State demand was a
continued deterioration in business investment which declined sharply by 23.4% p.a. in the
year. The primary driver of the collapse in business investment was a sharp fall of 46.3%
p.a. in engineering construction in line with the downturn in mining investment. Indeed,
Queensland engineering construction investment in 2015-16 was down by a significant
67.5% on its peak in 2013-14.
Another key negative for the Queensland economy is declining public investment driven by
all levels of government. In 2015-16, Government investment fell by 7.0% following a 13.9%
decline in 2014-15. This reflects Government fiscal restraints and a smaller state
infrastructure spending program.
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Consumer spending in Queensland grew by 2.6% in 2015-16 following a 2.4% increase in
2014-15, although the pace of growth was still relatively low and below the state’s long-run
average of 3.1%. Retail spending data also points to a moderation in consumer spending
growth in recent months. Annual growth in retail sales volumes stood at 0.9% (seasonally
adjusted) over the year to March 2017, down from a recent peak of 4.5% annual growth in
October 2016.
Consistent with the national trend, dwelling investment is continuing to grow strongly and
remains a key contributor to Queensland’s economic growth. New dwelling investment
grew by 14.2% in 2015-16, its strongest growth in 13 years. It follows growth of 9.3% in
2014-15. This is in line with the recovery underway in new residential starts, driven by inner
city apartment developments. Despite slower population growth in Queensland, the state’s
residential market is being supported by low interest rates, house price gains and strong
interest from offshore investors. The pipeline of work yet to be done also remains elevated.
On the labour market, Queensland is undergoing a difficult period of transition due the loss
of jobs in mining and related industries which to date have not been offset by employment
gains in services sectors. In April 2017, Queensland’s unemployment rate stood at 6.4%
(trend), up from 6.2 % a year earlier. Additionally, Queensland’s unemployment rate
exceeds the national rate of 5.8% in April 2017. Over recent years, many workers have
finished employment contracts as major LNG projects have reached completion. Although
there was no acceleration in mining job losses in the year to February 2017, employment
was down by a substantial 23,300 persons on the peak level of just over two years ago. The
largest job losses in the year to February 2017 were in professional, scientific & technical
services (-19,700), transport, postal & warehousing (-19,500), education & training (15,700) and financial & insurance services (-13,300). Job gains were consistent with those
sectors which have been performing well, with construction (+10,200), retail trade and
hospitality (+11,900) recording strong annual employment growth.
To date in 2016-17, there are more positive signs for the Queensland economy as LNG
exports begin to provide a more significant contribution to growth and the worst of the
negative impact from the downturn in mining construction recedes. In its Mid-Year Fiscal
and Economic Review, the Queensland Treasury forecast that real state output (GSP) would
strengthen to 4.0% p.a. in 2016-17, and that the state’s growth would become more
broadly based. Economic growth is also expected to be supported by a lift in international
tourism and student enrollments in response to the lower Australian dollar. Increases in key
Queensland commodity prices, particularly for coking coal, is a further major positive for
export incomes, although there is uncertainty surrounding the current rally in prices.
Thereafter, the Queensland Treasury is forecasting growth to be sustained at a solid, albeit
slower pace of 3.5% p.a.in 2017-18.
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However, the outlook for the Queensland economy is not without its challenges. Despite
positive headline figures and a healthy overall growth outlook, many local businesses
continue to face tough and testing conditions, and are concerned about a range of
pressures which are hindering their ability to compete in national and global markets. These
pressures include slow productivity growth, a high burden of regulation, and inadequate
skills, especially STEM skills to support innovation and competitiveness. A growing number
of industrial and commercial businesses also have urgent concerns about the steeply rising
price of electricity and gas and the increasing challenges to reliable supply.
Added to this, there are a range of key risks to Queensland’s growth in the short to medium
term. These include:


A more protracted recovery in the global and domestic economies;



A later and slower recovery in non-mining business investment; and



a sharper than expected deceleration in house building activity with key concerns
surrounding the emerging oversupply of apartments within the Brisbane CBD;



a higher than expected Australian dollar and/or a sharper than expected
deceleration in the Chinese economy, either of which could reduce international
student numbers, international tourist numbers, foreign housing investor numbers
and export earnings.

In view of these circumstances, the challenge for the Queensland Government will be to
use the 2017-18 State Budget to address the short-term difficulties faced by many local
businesses. At the same time the Government must ensure a focus on delivering the
reforms that will build the capacity and capability of the economy to ensure we make the
most of the opportunities that lie ahead.
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4. Fiscal Policy
The Mid Year Fiscal and Economic Review showed that Queensland is expected to record a
solid surplus of $2,026 million in 2016-17, up by $1159 million on the surplus forecast in the
2016-17 Budget, and the largest net operating surplus since 2005-06. A relatively sound
operating position is expected to continue across the forward estimates, with the latest
figures projecting a net operating surplus of $1,095 in 2017-18, falling to $479 million in
2018-19, before rising again to $981 million in 2019-20.
The surpluses reflect an upward revision to royalties over this period due to higher prices
for coal (particularly in 2015-16), and positive economic growth conditions in line with the
acceleration in volumes of LNG exports.
However, in ensuring that the State’s financial position is protected over the medium-term,
it will be critical that the Government is committed to its fiscal principles and maintains
prudent control over the level of growth in government expenses and revenues.
It is pleasing to note that the Government has contained growth in spending over the
forward estimates to 2019-20 to a level that matches growth in revenue over this period,
although this growth balance further underlines the need for high accountability through
disciplined financial management. It will also require paying close attention to the level and
balance of the State’s assets and liabilities.
A failure to do so will increase pressure on the Government to find additional sources of
revenue through taxes and charges. This would limit the ability of the Government to
undertake critical investments and have a considerable adverse effect on business growth
and employment and impose an increased cost burden on the Queensland community.
The Government should also remain committed to paying down debt and improving the
State’s fiscal position, however, this should be balanced against the need for much needed
investments in productivity lifting infrastructure and skills. Surpluses should be large
enough to protect the state from economic shocks at a time of significant global
uncertainty, but not too large as to imply taxes are too high or funds are not being
sufficiently directed to the pursuit of productivity boosting State investments.
In maintaining sustainable public finances, the Government should:


Continue to target to achieve operating surpluses (adjusted to the state economic
cycle and fluctuations in demand) and sustainable debt positions without resorting
to higher taxes and charges.



Ensure its financial targets are met over the forward estimates.



Provide sufficient funds for the continued development of the state’s economic
and social infrastructure.
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Promote improvements in the delivery of government programs and services. This
includes broadening contestability and evaluating agencies activities for
opportunities for greater exposure to competition from the private sector.
Consideration should be given to franchising opportunities and other funding
models such as outsourcing. This should be done in a way that ensures value for
money and consistency and reliability of service while, at the same time, enabling
the Government to maintain an operational oversight of service delivery standards
and asset protection on behalf of the people of Queensland.



Embrace the transfer of public sector assets to the private sector to streamline
service delivery, pay down debt and allow for the recycling of capital to fund vital
road, rail, health, utility and other social infrastructure projects.

5.Taxation and Regulatory Reform
5.1 State-Based Taxes
It is essential to ensure that the current taxation system is not prohibiting the further
development and growth of businesses and the economy, and clearly demonstrates to the
business community that Queensland is open for business.
Ai Group continues to support the Queensland Government’s commitment to not introduce
new taxes, fees or charges. Queensland has the second-lowest tax burden among the states
when it comes to state and local taxes including payroll tax, land tax, land transfer duty,
insurance duty and motor vehicle duty (see chart 3). Only Western Australia has a lower
burden. This is an important aspect of the Queensland’s competitiveness and indeed the
state.
Chart 3: State and Local Government Taxes as a share of GSP

Source: ABS Taxation Revenue Australia, 2015-16
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However, there is scope for the Government to take action to further reduce the tax
burden and make the system more efficient. Key areas of state taxation reform should
include:


Reducing or removing taxes and charges that hinder or discourage businesses from
growing and distort or reduce economic activity;



Reducing the compliance burden that the various state taxes and charges impose on
business;



Ensuring efficient administration of the tax system so that the costs of managing
and complying with any given tax are not excessive relative to the revenue raised;
and;



Maintaining certainty and simplicity so that the taxation system is easily understood
and that businesses can clearly determine or anticipate how taxes are paid, and the
amount of tax liability.

5.2 Reduce the Burden of Payroll Tax
State payroll taxation is a major cost burden on medium and larger businesses that employ
people in Queensland. We would advocate that that as fiscal circumstances permit, the
Queensland Government reduces its reliance on payroll tax by reducing the rate of payroll
tax in the longer term, and (more immediately) by lifting the payroll tax threshold, at least
in line with inflation. Payroll tax is an impediment to growth, investment and jobs in the
state. In 2015-16, payroll tax represented just under one-third (29.6% of total State
revenue). Moreover, payroll tax revenue collected from Queensland employers is forecast
to increase by $212 million in 2017-18 (Queensland Government’s Mid-Year Fiscal and
Economic Review). This reflects projected growth in aggregate employment (up 1.75% p.a.)
and wages. This ‘windfall’ projected budget gain for the Queensland Government Budget
needs to returned through payroll tax relief in the 2017-18 Budget.
As a long-term policy goal, Ai Group continues to support the recommendations of the
Henry Tax Review (Australia’s Future Tax System, 2010), that included the abolition of
payroll tax, within the context of a wider program of national taxation reform.

5.3 Reform Land tax base and phase-out stamp duty on property
transfers
We would recommend that the Queensland government pursue the option of removing
residential and commercial stamp duties by better utilising land tax as a source of revenue.
Stamp duties are inefficient transaction based taxes that distort economic activity, and a
less stable measure for raising revenue. There would be substantial gains for the economy
14
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through the imposition of an annual charge on the unimproved capital value of land rather
than the turnover tax levied on the full property sale price.

5.5 Cutting Red Tape
Queensland businesses are part of a global economy and must be internationally
competitive to survive. Success in the form of government regulation will be critical in
creating the circumstances conducive to shaping a more competitive Queensland and
generating higher growth, stronger investment and increased employment opportunities.
However, Ai Group’s member businesses agree that excessive or poorly implemented
regulation is a serious problem. This assessment has been expressed repeatedly by
respondents to Ai Group’s own surveys and is corroborated by international comparisons.
The 2016 World Economic Forum Global Competitiveness Report ranked Australia 77th for
the burden of government regulation, a marginal improvement on 2015 (80th) but down
from 60th in 2010-11.
The Queensland Government must cut the regulatory burden through a continued focus
on reducing, streamlining and removing unnecessary red tape, and addressing red tape
issues of most concern to business.
Ai Group commends the Queensland Government for its establishment of The Red Tape
Advisory Council (RTRAC), and the retention of the Queensland Small Business Advisory
Council for their key roles as sources of advice to the Government on regulatory issues
impacting on small business growth.
We also welcome the Queensland Government’s Response and Action Plan in October 2016
to the first report (the Report) from the RTRAC and its acceptance of a range of priority
recommendations focused on reducing the regulatory burden faced by businesses in the
manufacturing (light metals), hospitality and agriculture sectors. This includes acceptance
or support for further investigation of all 14 of the RTRAC’s recommendations, under the
broad themes of:
 Reducing regulatory creep;
 Improving regulator engagement; and
 Improving regulatory processes;
These recommendations are in accordance with Ai Group’s long held position that a
commitment to best practice regulation is essential for all government departments and
that regulations should be transparent; accountable; proportionate; consistent and;
properly targeted.
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Following the consideration by the appropriate lead agencies on actions to address the
RTRAC recommendations, we would urge the Government to agree to the adoption of a
time frame for their earliest possible implementation.
The Government should also consider the implementation of the following initiatives:


Develop and review regulatory instruments in concert with other state and
territory governments to achieve genuine harmonisation of state based laws (or
centralisation of laws to the Federal level) and a greater certainty and consistency in
the standards applying to industry;



Businesses be given the option of paying taxes, premiums and charges on an
instalment basis where practicable;



Regulatory agencies work together to develop and implement a broadly-based
master licence for business, subsuming all commonly required licences and
permissions in one instrument;



Impose regulatory reduction targets on key Government agencies with agency
heads held accountable for results; and



Monitor the introduction of new regulation to ensure that the benefits outweigh
the costs

Other mechanisms should also be considered to ensure regulatory compliance costs are
maintained at more sustainable level. This includes establishing targets to lower the level of
regulatory requirements, setting aside an annual regulatory repeal day and adopting a onein, one-out system of regulation.
A continued focus is also required on the removal of regulatory duplication between
agencies and the pursuit of best practice principles such as:


Businesses should only have to supply information that is necessary (and
unavailable from other sources) and not multiple times.



Adoption of a process of testing whether regulatory requirements actually
contribute to behavioural outcomes sought.



Claims of reduction in regulatory burden should be externally validated by a process
that includes industry-based feedback and assessment.

5.6 Continue to Deliver Reforms in Workplace Health and Safety
Ai Group recommends that the Queensland Government maintains a commitment to
reducing the regulatory reporting burden of the State’s Workplace Health and Safety (WHS)
system. Queensland businesses continue to express significant concerns with respect to
16
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WHS laws, particularly in relation to the complexity of legislation, lack of information, the
frequency of regulatory change, poor flexibility, lack of constructive engagement and
jurisdictional inconsistencies. These are all issues which lead to increases in the
administrative cost burden on business and remain priority areas for reform.
In this respect, Ai Group welcomes the opportunity for continued involvement in various
Stakeholder Steering Committees to oversee reviews of WHS laws.
We particularly welcome being part of the WHSQ Reference Group to review of
Queensland’s work health and safety laws. The Queensland business community recognises
that it has a duty of care to eliminate and reduce occupational, health and safety risk.
However, the review will need to take into consideration the existing regulatory burden
carried by Queensland employers; the need for a common-sense approach that is fair and
practicable and; the implications of any regulatory changes with respect to achieving WH&S
harmonisation.
In the workers’ compensation context, Ai Group continues to value WorkCover
Queensland’s proactive engagement with Ai Group and Queensland employers, as well as
the opportunity for involvement in various Stakeholder Steering Committees in recent
times.

6. Infrastructure Investment in Queensland
In Queensland, there is an urgent need to alleviate the State’s infrastructure constraints.
Resolving these constraints is required not only to meet the pivotal challenge of developing
the state’s productive capacity and reducing the costs of doing business, but also to address
the social needs of Queensland’s growing population.
Ai Group is encouraged by the Queensland Government support for a range of major
infrastructure initiatives, as well as the recently reached agreement with the Federal
Government to fund five key road projects, including the upgrading of the Pacific Motorway
(M1) and construction of the Walkerston bypass near Mackay.
However, the case remains for improved infrastructure spending. Of concern to Ai Group,
the relative importance of Queensland Government infrastructure spending in the State’s
entire spending program is continuing to diminish. Public infrastructure spending in
Queensland trended sharply lower over the four years to 2014-15 while the 2016-17 State
Budget provided only a modest boost to Queensland’s forward infrastructure program.
Research undertaken by Infrastructure Partnerships Australia also highlights the long-term
decline in Queensland Government infrastructure spending as a share of total expenditure.
This share is projected to be around 11.5% between 2015-16 and 2019-20, down from a
recent peak of 17.8% between 2003-04 and 2011-12 (chart 4).
17

Ai Group Queensland 2017-18 Pre-Budget Statement

Chart 4: Queensland Govt. Infrastructure Spending, 2004-15 to 2019-20

Source: Infrastructure Partnerships Australia

This has accentuated the state’s needs for investment in roads, rail and ports, which would
decrease congestion, lower costs and enhance the competitiveness of Queensland
businesses seeking to access international markets.
Ai Group welcomes recent initiatives to boost infrastructure development in the state,
including the State Infrastructure Plan and the establishment of Building Australia to
provide independent advice on the development and delivery of infrastructure proposals.
This will help in providing certainty to business and ensure better value for taxpayers’
money. Building Queensland’s publishing of an Infrastructure Priority List is also significant
in providing increased visibility to the process of addressing the considerable infrastructure
challenges faced by Queensland.

6.1 The Delivery and Planning of Infrastructure Projects
However, the level of support for infrastructure needs to be improved. Decisive action is
also needed to deliver and fast-track the infrastructure projects that Queensland requires
through a swifter roll-out of the State’s Infrastructure Plan. The Queensland Government
must also use Building Queensland’s Infrastructure Priority List to complement proposals
under the State Infrastructure Plan, and establish a detailed and deliverable long-term
infrastructure program. A long-term planning approach will enable the private sector and it
supply chain to better harness the skills and resources needed to deliver more cost and
operationally effective outcomes for the State.
In planning its future infrastructure investment in Queensland we would also urge the
Government to consider:
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Ensuring the early engagement of the private sector in projects so that
opportunities, risks and issues on individual projects are identified and
communicated before requiring the submission of tenders or expressions of
interest. This enables businesses to more effectively understand projects, assess the
likely cost of tendering and their chances of being a successful tenderer and develop
any appropriate collaborative arrangements that may be needed to service the
needs of a particular project or client.



Developing programs of projects that can be commenced at short notice as timing
and funding within the project pipeline permits.



Adopting a consistent approach in the development and management of
infrastructure proposals across the government sector. This enables business to
efficiently deploy both capital and resources with confidence as to the
Government’s expectations and within a regime of rational commercial terms and
risk profiles that attach to each project.



Smoothing investment cycles as a means of avoiding a surplus of projects entering
the market at any given time. This acts to minimise infrastructure or capacity
constraints and enables major projects to be funded and developed in a timely
manner. A more even spread of projects can also assist in maximizing the benefits of
increased investment and employment generation during periods when it is most
needed.

6.2 Develop Innovative Funding Models
Infrastructure funding within a sound fiscal framework will represent a major challenge for
the Queensland Government. There is therefore a need for the State government to focus
on the development of innovative, yet sustainable, models for financing projects into the
future, and to adjust policy and commercial approaches that may have been relevant to the
past but not the future.
The Government should look to encouraging greater private sector involvement in the
provision of traditional government services and programs. This needs to be undertaken in
a way that ensures value for money and consistency and reliability of service while, at the
same time, enabling the Government to maintain an operational oversight of service
delivery standards and asset protection on behalf of the people of Queensland.
We also believe that there is a strong case for selling and leasing public sector assets in
order to streamline service delivery and allow for the recycling of capital to fund vital road,
rail, health, utility and other social infrastructure projects. Governments elsewhere in
Australia, particularly NSW and Victoria, have been able to boost their investment in
productivity enhancing infrastructure by the reform and lease of state-owned assets.
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We recommend further consideration being given into the role of congestion charging on
Queensland’s toll road network. This form of user pay road funding model is a positive
option for addressing traffic congestion issues while also helping to fund the delivery of
infrastructure projects in the medium term.
Land value capture is another approach that should be considered by the Government to
recover the cost of public infrastructure investment by capturing some or all of the gains in
land value that result from infrastructure investment.
In addition, the Government should commit to funding increased investments through cost
savings and productivity gains achieved through public sector reforms.

6.3 Queensland Building Plan
Ai Group commends the Government’s commitment to the development of the
Queensland Building Plan to drive reform and improvement in the state’s building and
construction industry. We are broadly supportive of key initiatives in the Plan, particularly
proposals to improve the building certification framework and Queensland’s regulatory
powers for non-conforming building products.
We are also supportive of the review of the Plumbing and Drainage Act and its aim of
promoting best practice and facilitating innovation within the construction industry.
However, we draw attention to our concerns to proposed reforms surrounding the
expanded roles for plumbers for roofing (stormwater) and mechanical services. We would
argue the evidence of a public safety issue in this area is insufficient to justify the proposed
changes. As such, Ai Group urges the Government to consider carefully what problem is
being solved by expanding the role of plumbers.

7. Government Procurement
It is critical that Australian businesses have real and fair opportunities to compete in
providing goods and services to major Australian projects. Ai Group is not advocating that
favouritism be shown to local suppliers, but rather they be given equal access to tender.
Any decision to acquire locally should be subject to rigorous fiscal assessment that takes
into account the benefits that the local procurement but also if local content would provide
value for money for the taxpayer.

7.1 Addressing the Barriers Against Local Industry Participation in
Government Contracts
Consequently, the Australian Industry Group supports a national procurement strategy,
where all levels of government follow a principled and coordinated approach to improve
access for domestic suppliers to public sector contracts and to the provision of goods and
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services for major projects undertaken within Australia. For major infrastructure,
construction and mining projects, governments should require prime contractors and
holders of licences to adopt and demonstrate adherence to similar practices. This approach
should be underlined by a commitment to the procurement principles of: value for money,
clarity, transparency and improvement of processes, full and fair access for local suppliers,
and supporting industry through effective planning and communication to ensure that
suppliers are aware of and are able to bid for suitable opportunities.
In particular, the value for money principle in Government procurement must look beyond
“least cost”, and bring to bear and make more transparent, a broader cost-benefit equation
or value model that considers whole-of-life costs. Whole of life costs should include costs
incurred by the purchaser from after-sales service, regular maintenance and servicing, parts
replacements and any machine down time. It should also take into account supply risks,
quality risks and reliability that may affect production delivery times and/or these future
costs. In many cases a holistic assessment of these costs will show that for local businesses
these total costs could be lower than for overseas-based businesses because services could
be rendered more quickly, more reliably and replacement parts delivered more promptly.
The Ai Group also urges the Queensland Government to collaborate with other States to
formulate local procurement policies that could bring mutual benefits to more Australian
manufacturers, such as assisting a manufacturer to broaden its customer base across
States.

7.2 Market Led Proposals
Ai Group has welcomed the Queensland Government’s support of the market-led proposals
process as a means of maximizing the development of new assets and encouraging industry
to submit innovative solutions to meet Queensland’s infrastructure or service needs. This
has the benefit of reducing the costs for the private sector by providing the opportunity to
submit innovative ideas or concepts without the need for a full proposal. It will also assist in
fast-tracking quality projects that align with the government’s priorities. To further enhance
the market-led process and maintain the confidence of industry, we recommend that:
 where a market led proposal is not supported by government feedback be provided
to the proponent regarding why the proposal failed to secure support. Proponents
invest significant resources into the preparation of market led proposals and
feedback suggests high levels of frustration from business and industry regarding
the current process and framework – particularly in relation to communication with
proponents once proposals are lodged.
 there be a tightening of the guidelines relating to the protection of confidentiality
and intellectual property rights. Although there is protection for intellectual
property rights where a proposal does not satisfy the assessment criteria (and an
exclusive mandate is not granted), there is the risk of a proponent’s idea or concept
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appearing later as part of a competitive tendering process. In addition, where the
Government decides not to proceed with a proposal, and wishes to use the
intellectual property, provisions should be considered allowing for appropriate
payments to the proponent.

7.3 Global Supply Chain Development
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 Government’s Centre for Defence and Industry Capability 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.
There are opportunities for this program to be leveraged to target global supply chain
development projects across other sectors. The projects could also play a role in fostering
collaboration between supply chain businesses. Collaboration can be an effective way in
ensuring that a supply chain is agile and can adjust as required to meet the specific needs of
clients. It would also assist in improving the competitiveness of the local operators against
large overseas businesses that can offer a “one-shop” solution and greater capacity to
deliver on major projects.

7.4 Improving Tendering and Procurement Practices
There are a number of improvements that governments may make to their tendering and
procurement practices that will assist industry to complete projects more expeditiously,
and reduce the cost of infrastructure to the public. Ai Group calls on the Queensland
Government to make a public commitment to work with industry to improve the delivery of
public infrastructure. Specific issues that need to be implemented include:
Reducing Complexity
Feedback from SME’s and new entrants indicates on-going concerns about their inability to
compete for a share of the Government business market due to the complexity of
purchasing practices and tender specifications. The Queensland Government should ensure
that there is an on-going focus on implementing simple standardised contract requirements
and clear tender specifications and evaluation procedures. Overly complex contract
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documentation and requirements also arise when the government seeks to transfer risk to
the supplier whenever problems emerge. This increases the cost of tendering to prohibitive
levels, particularly for smaller suppliers.
Full disclosure of selection criteria weighting system
The Government needs to ensure that tenderers know exactly how “value for money” is
defined and interpreted. Where a weighting based system of tender evaluation is utilised, it
is critical to ensure that industry is fully informed prior to receiving tenders of the selection
criteria and the weighting system being utilised by the Government agency. Also, the
number of criteria against which a tender is evaluated should be minimised to maintain the
transparency and objectivity of the process.
Improved coordination across Government
As much as possible, major procurement activities undertaken by the Queensland
Government should be coordinated and staged across Government, and in some cases in
consultation with other Governments, to allow businesses scope to invest and achieve the
economies of scale by aggregating demand across the Australian market.
The Selection of Skilled Procurement Teams
To promote private sector confidence in the tender and operational processes, the
Queensland Government should ensure that procurement teams are comprised of
experienced and appropriately skilled project development and delivery personnel. This
includes taking steps to increase core skills and competence in project delivery.

7.5 Industry Participation Advocate
The South Australian State Government has created an independent Industry Participation
Advocate (February 2013) to help local businesses leverage maximum opportunities from
the SA Government’s portfolio of infrastructure projects. In 2015, the Australian Capital
Territory Government established the position of Local Industry Advocate to work
exclusively in the interests of the ACT business community in maximising opportunities to
participate in ACT Government projects. Both are important initiatives in facilitating access
to government procurement business by the private sector. We believe that that the
Queensland Government should give consideration to establishing a similar industry
advocate as a mechanism for building the capacity of local businesses to successfully secure
Government contracts and delivering more value for the State from government tendering.

8. Innovation Policy
Innovation is the foundation of improvements in our competitiveness, and driving
opportunities for investment and growth. It involves bringing new or refined goods or
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services to market; introducing new ways of producing, distributing and marketing goods
and services; and putting in place more responsive and more effective approaches to doing
business.
Ai Group outlined the importance of innovation for Australian businesses in our submission
to the Federal Senate Inquiry into Australia’s Innovation System. Ai Group believes that the
Queensland Government has an important role to continue to encourage innovation
through sound programs and incentives.
We strongly support the Government’s pro-active role in establishing a suite of programs
aimed at promoting innovation, skills and business investment across the State under the
Advance Queensland Acceleration package. These programs will help to ensure
Queenslanders have the skills for future workplace demand (such as computer coding,
robotics); provide support for businesses to innovate and grow; facilitate collaboration
between industries and universities; and support graduates, new businesses and scientists
in working together and networking globally.

8.1 Boosting Innovation
Ai Group also believes that significant benefits could be achieved through the following
initiatives:


Payroll-tax holidays for start-ups and new businesses.



Regionally-based incentives to support growth in designated areas, such as tax
holidays, or assistance and incentives to set up new businesses.



Incentives to develop greenfield land, such as expedited planning processes.

In addition, Ai Group calls upon the state Government to continue to support industry,
innovation and economic development through a commitment to:


Providing a stable, workable and predictable policy environment that incentivises
investment in innovation and encourages intellectual property (IP) and its flow-on
benefits to fully captured to maximize the creation of jobs and wealth in the state.



Maintaining a focus on building collaborative links between researchers and
industry, and in doing so ensure that opportunities for collaboration are open and
accessible to all sizes of businesses from all sectors with an emphasis placed on the
generation of commercial outcomes.



Establishing Government education programs that assist SMEs, particularly in
regional areas, in taking advantage of broadband and other advances in ICT
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(including the upskilling of employees) could make a valuable contribution to
Queensland’s future global competitiveness.


Removing regulations that act as barriers to innovation. Continued regulatory
reform is critical in ensuring Queensland businesses remain competitive relative to
other states and globally.



Adopting programs to help industry and the population at large understand cybersecurity risks and how they can protect themselves on-line.

Strong potential also exists to drive innovation through procurement policy. Ensuring that
government procurement opportunities have significant flexibility and focus on project
objectives instead of prescriptive specifications 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.

8.2 Strengthen QLD Businesses Capabilities in ICT
Information and communication technologies (ICT) are vital in facilitating innovation,
productivity growth and increased interaction of NSW industry in the global economy. We
see an important role for the QLD Government and other stakeholders in strengthening
QLD businesses capabilities in the information economy. There are particular challenges for
SME’s in adopting and realising the opportunities that ICT developments provide as a driver
of productivity gains.
The NBN will accelerate the development and uptake of flow-on information technologies.
While the benefits of the NBN to households, health and education providers have been
strongly promoted, less attention has been paid to the needs of, and opportunities for,
business users. Government education programs that assist SMEs, particularly in regional
areas, in taking advantage of broadband and other advances in ICT (including the upskilling
of employees) could make a valuable contribution to Queensland’s future global
competitiveness.

8.3 Exploit the Benefits of Industry 4.0 Capability
Digital technology is also vital in facilitating innovation, productivity growth and increased
interaction of Queensland industry in the global economy. We see an important role for the
Queensland Government and other stakeholders to strengthening Queensland businesses
capabilities in the digital economy. We commend the Government’s initiative in
establishing a grants program for assisting small businesses to build their digital capability.
We believe that there is also a key role for the Government to play in assisting businesses in
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developing a path for the adoption Industry 4.0 type capability to exploit the benefits of
digital manufacturing and better integrated supply chains based on stronger data flows.
Specifically, this could take the form of Industry 4.0. education/demonstration programs
and the development of toolkits that help in the uptake of digital and smart manufacturing
systems.

8.4 Train Businesses to Manage Cyber-Security Risks
Widespread take-up of the full range of broadband applications will also require greater
knowledge of cyber-security risks and ways to manage these risks. These risks are
continually growing and evolving. Despite this, use of and investment in cyber security
technology is a relatively low priority for many businesses. The results of Ai Group’s 2017
Business Beyond Broadband Survey revealed that 78% of businesses nationally did not use
cyber security technology and just 13% saw cyber security as a barrier to new digital
investments. The future blueprint for a broadband enabled society should include initiatives
to help industry and the population at large understand cyber-security risks and how they
can protect themselves on-line.

9. Building Business Capabilities
Strong Queensland economic growth necessitates that the government is focused on
building QLD business capability. This requires leveraging off the State’s competitive
strengths and opportunities across a range of innovative, knowledge intensive and high
margin businesses of the future.
This includes our technologically advanced manufacturing businesses. Indeed,
manufacturing is uniquely positioned to drive our economic growth rate and reduce
unemployment. Queensland manufacturing is a key contributor to the state’s economy. In
2015-16, Queensland manufacturing contributed around $9.7 billion to the state’s (real)
output, or 6.3% of Gross State Product. As of November 2016, Queensland manufacturers
employed 172,900 people. Most (87%) were full-time workers, making manufacturing the
third largest employer of full-time workers in Queensland, behind the construction and
healthcare industries. Manufacturing employs 7.3% of total workers and 9.1% of full-time
workers in the state.
Queensland manufacturing has been directly affected by the end of the commodities ‘super
cycle’, with a significant amount of local manufacturing dependent on the mining industry
and on several large local LNG projects which have either been completed soon to be
completed. or are in their final stages of construction. In 2015-16, real manufacturing
output declined by 3.3% for the state, compared to a national decline in manufacturing
output of -2.7% (chart 5).
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More positively, a recovery in commodity prices in 2016-17 is helping to provide some
recovery for these mining related manufacturers. In addition, there are other pockets of
growth in Queensland manufacturing. Strong housing construction in the state is helping
manufacturing sectors such as non-metallic mineral products (mainly building materials),
wood products and metals makers that supply the housing industry. As in the other eastern
capitals (Melbourne and Sydney), risks remain in the housing market and activity may cool
in the coming year.
Chart 5: 2015-16 Real GSP and manufacturing output growth

ABS National Accounts: State Accounts, 2015-16

For others, the lower Australian dollar is supporting exports and import replacements by
food and beverages manufacturers and other exporters. Given the significance of
Queensland manufacturing to the State economy, Ai Group welcomes the Government’s
stated commitment to protect and transform the industry, and support the development of
new growth industries such as biotechnology, aerospace, marine technologies and
electronic equipment manufacturing. This includes key initiatives including the Advanced
Manufacturing Roadmap and Action Plan designed to position Queensland as a leader in
advanced manufacturing technologies products, systems and services; the Made in
Queensland Manufacturing Program aimed at protecting traditional manufacturing jobs
and lifting international competitiveness and; the tasking of the Queensland Productivity
Commission to examine ways to boost the sector.
We would also urge a commitment to support:


A continued focus on the importance of Advanced Manufacturing to the State’s
economy including committing resources to implementation of the Advanced
Manufacturing, Aviation and METS sector roadmaps currently under development.



A continuation of the Industry and Advanced Manufacturing Advisory Group
(IMAG) to maintain an ongoing and constructive review of the state’s
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manufacturing industry which currently makes up a quarter of the Queensland
economy.

Specific Initiatives to Build Business Capability
Other specific initiatives to assist in building the capability and lifting the growth potential
of Queensland businesses include:
 the introduction of an innovation ‘Start-Up’ program for those businesses with no
prior experience in R&D, but with an interest in starting an R&D project. These
businesses often find it difficult to compete with larger and more experienced
businesses for government funding which acts as a barrier to involvement. Under
such a program, grants could be provided to companies (on a competitive basis) on
a matching dollar for dollar basis, and be used for a broad range of purposes such
as purchasing specialist equipment to undertake proposed R&D, to engage a
consultant to assist in R&D activity, to employ a scientist or engineer to undertake
R&D, or to engage the expertise of a university, CSIRO or another research centre.
 Assistance for businesses in developing a path for the adoption Industry 4.0 type
capability to exploit the benefits of digital manufacturing and better integrated
supply chains based on stronger data flows. Specifically, this could take the form of
Industry 4.0 education/demonstration programs and the development of toolkits
that help in the uptake of digital and smart manufacturing systems. In particular,
small and medium sized enterprises are often constrained in their growth by lack of
technology capability and access to finance. Ai Group therefore recommends the
establishment of a State based program targeted to assist small and medium sized
businesses in the adoption of Industry 4.0 type capability. Funding could be
directed to companies on a dollar for dollar basis up to a maximum $50,000.


An examination of the opportunities for establishing a grants program to support
regional and metropolitan cluster initiative programs that would direct financial
and other assistance to individual cluster initiatives. The collaboration of related or
complimentary businesses in the same areas can lead to a range of benefits such as
access to a larger pool of skilled labour, improved supply chains, knowledge sharing
in key areas such as best practice and innovation, and opportunities for businesses
to collaborate as a supply chain of products and services. It would also assist in
allowing businesses to jointly bid on projects, and improve the competitiveness of
the local manufacturers against large overseas businesses that can offer a “oneshop” solution and greater capacity to deliver on major projects.

 Assistance in the identification of new market opportunities, including niche
markets and understanding how to best access these opportunities. A
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comprehensive data and information base that identifies gaps and opportunities
that businesses could seek to exploit in international value chains could be one
useful initiative. SMEs can lack the skills and capabilities to assist them with
identifying niche opportunities, developing ways to exploit them and to be more
innovative. Assisting the manufacturing sector to develop design led innovation
capabilities may increase the speed of innovation along with increased
competitiveness within the sector.

10. Supporting the Regions
Regional Queensland is an important contributor to the state’s economy, providing jobs,
and contributing significantly to industry exports and economic growth. For many regions,
manufacturing is the key generator in income, employment and investment. The
Queensland Government has shown a strong commitment to improving services and
infrastructure in regional areas, providing increased funding of $175 million over four years
in the 2016-17 State Budget to boost the Building Our Regions Program, including $90
million over three years for the Transport Infrastructure Development Program to progress
critical infrastructure in regional areas of the State.
It is important that the Government continue its commitment by implementing proposed
and announced regional infrastructure projects in a timely manner, including for example
the Toowoomba Second Range Crossing, Townsville Eastern Access Rail Corridor, the North
Queensland Stadium and the Roma Airport upgrade.
In developing public infrastructure Ai Group continues to support the Queensland
Government’s role in engaging the private sector to invest in the state’s infrastructure
through public-private partnerships. Consistent with these infrastructure projects, should
be a thorough economic assessment to ensure that these investments generate the best
return for each region and the state.
We commend the Government’s Advancing Our Cities and Regions Strategy as an important
and innovative initiative in generating economic growth across regions and cities by
creating economic and community development zones through the re-use and renewal of
under-utilised and surplus government properties.
Ai Group calls upon the Government to continue to expand regional development
initiatives. As well, a number of specific regional initiatives can be enhanced. Within this
framework, Ai Group proposes a number of new initiatives for the state political parties to
consider.
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10.1 Regional Access to Local Industry Policy (QLD Charter for
Local Content)
The Queensland Charter for Local Content (the Charter) is an important initiative in
ensuring that local industries have access to tender for major government contracts. By
increasing local participation in major projects, the Charter helps to boost the capacities
and international competitiveness of Queensland industry by exposing them to new
processes, technologies and world-best practices.
Currently the Charter applies to government projects with a total value of $5 million or
above, or $2.5 million or above in regional Queensland (excluding information and
communications technology products and services). Ai Group believes that this may be an
impediment to regional business by limiting opportunities to participate in the Charter.
While the policy states that agencies should give emphasis to the policy for projects less
than $5 million that are of strategic significance to Queensland, a more explicit regional
criterion should be set. Consequently, there is merit in lowering the threshold for rural and
regional projects to $1 million.

10.2 Infrastructure for the Regions
Queensland Government has demonstrated a commitment to increasing funding for
regional infrastructure. However, a common theme shared by all regions is that better
regional industry consultation will greatly improve the prioritization and delivery of
infrastructure, and ensure Government funds are directed to those projects which will
deliver the greatest benefit.
The Queensland Government needs to concentrate efforts on sensible investment
prioritization for all regions in Queensland based around the objectives of cost benefit
analysis and opportunity cost evaluation. Sensible investment in both new and existing
infrastructure has a range of benefits including improving the region’s and state’s future
economic capacity and meeting the needs of our growing population.
Regional infrastructure should also be identified and prioritized in a transparent way and be
accompanied by detailed plans. This is central to private sector commitment to, and
investment in Queensland regional infrastructure projects. It also helps businesses in their
long-term investment decisions. Bi-annual updates to inform industry about the progress
and priority attached to major transport projects across the regions would assist planning
processes within businesses.
A further priority is the need for greater connectivity between modes of transport across
the State, including appropriate road and rail infrastructure linking the major ports and
improved connections between airports and land based transportation to support trade
and development in Queensland.
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11. Energy and Climate
The ongoing and dramatic increases in electricity and gas prices in Queensland and across
Eastern Australia are a serious challenge to industry competitiveness, jobs and investment.
Wholesale electricity price futures have doubled over the past year, and the wholesale
component of gas price offers has at least a doubled. The State of Queensland can play an
important role in addressing these challenges and mitigating their impacts.
Several factors are driving the changes, as laid out in Ai Group's report Energy Shock.
Electricity supply and demand have tightened, making the market more reliant on gas fired
generators to set the price more often; the commencement of LNG exports and shortfalls in
planned coal seam gas production growth have left the gas market short; and the rising gas
price is thus multiplying pressures in the electricity market.
Many steps are needed in response. Some should be nationally coordinated, such as the
market reform options that COAG has requested the Finkel Review to report on.
Uncoordinated state-based policies for new energy risk contributing to an unnecessarily
costly and insecure energy system. Some policies are already in train, such as the
Queensland Government's consultation on options to ease new gas production and
increase community confidence in the sector.
But there are areas where new policy at the state level can make an effective contribution.
In particular, steps to support energy efficiency, energy productivity and demand response
can be valuable both to increase energy users' resilience and to take pressure off the
energy system.
In the medium-term, market reform recommendations from the Finkel Review should
enhance demand response. However, the Government can move now to:


increase the availability of business-specific information on energy efficiency and
energy management practices;



finance capital investment in business efficiency upgrades, whether through loans or
matched grants;



procure demand response capacity to ease peak pressure on the electricity system,
through competitive processes and;



fund demonstration projects for energy services, particularly storage and stability
services, that can provide both immediate systemic benefits and lived experience to
guide ongoing market reforms.

Energy users and suppliers should be closely involved in the development of any policies in
this space.
31

Ai Group Queensland 2017-18 Pre-Budget Statement

12. Skills, education and training reform
Ai Group has identified a number of skills, education and training problems that must be
addressed within this year’s budget as a matter of urgency. These are discussed in detail
below.

11.1 Reform of the VET system
The funding of the Australian VET system has been in some difficulty for several years. This
difficulty occurs in two main ways. Firstly, the levels of total VET funding are inadequate to
meet existing and future skills needs of the workforce. The level is too low in absolute
terms and relative to the funding arrangements in both the higher education and school
sectors.
The most recent national analysis of VET demand remains that undertaken by the former
Australian Workplace Productivity Authority.1 This report made the case for a 3 per cent
per annum increase to 2020 to meet the demand for VET qualifications required by the
workforce. Current VET funding levels are well short of this. Further, there is an increasing
gap in the public expenditure for VET compared to other sectors of education.
Research by the Mitchell Institute shows there has been a much lower rate of growth in VET
spending compared with other education sectors (chart 6). Government expenditure on
VET in 2014 – 15 is now below expenditure levels 10 years earlier, in real terms. From 2005
– 06 to 2014 – 15 national expenditure fell by 4.2 per cent and in the most recent year it fell
by 9 per cent or $600 million.2
Chart 6: Change in expenditure on education by sector 2005-06 to 2014-15

1

Skills for prosperity: a roadmap for vocational education and training, Skills Australia, 2011.
Megan O’Connell and Kate Torii, Expenditure on education and training in Australia, December 2016, Mitchell
Institute.
2
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In stark contrast, higher education expenditure has grown rapidly with a 45 per cent
increase over this period. In the last year there has been an 8.7 per cent increase or $2
billion increase in expenditure. The increase in higher education represents a mirror image
of the decrease in expenditure for VET. This disparity between the VET and higher
education sectors makes any movement towards a national tertiary system more difficult.
The second factor is the composition of public funding for VET, or more precisely, the
differential shared contributions between the Commonwealth and the States/Territories
(chart 7). The funding by the jurisdictions is falling in absolute terms and relative to
Commonwealth expenditure. The relative funding shares between the Commonwealth and
the jurisdictions vary significantly. These differences have been aggravated by the
introduction of differential student training entitlement funding models by all states and
territories. The jurisdictions have used in-built flexibility parameters resulting in differences
in the eligibility requirements, the courses eligible for an entitlement, course subsidy levels,
the quality requirements of providers, and the information provided to students.3
Chart 7: Differential VET Expenditure by Jurisdiction

The shared funding arrangements are impacting on the effectiveness of the VET system.
Different mixes of Commonwealth and States and Territories funding and different ways of
funding each VET system are causing confused messages for employers engaging with the
system, particularly those operating nationally. In some instances, within individual state
systems the needs of industry, businesses and students have not been met.
Analysis by the Mitchell Institute indicates that in the 2003 – 2004 to 2012 – 2013 period
Queensland experienced a slight decrease in VET expenditure, indeed it is the lowest level
of any jurisdiction.
This issue needs to be addressed through a new National Partnership Agreement on Skills
Reform in mid-2017.4 It is imperative that a new Partnership Agreement be developed
3

Kaye Bowman and Suzy McKenna, NCVER, Jurisdictional approaches to student entitlements: commonalities
and differences, 2016.
4
Megan O’Connell and Kate Torii, Expenditure on education and training in Australia, December 2016,
Mitchell Institute.
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through COAG to adequately fund the VET sector within a broader tertiary education
context.
To address declining investment in VET and the increasingly uneven investment across
the jurisdictions, we recommend that the Queensland Government through COAG
examine the possibility of a movement towards a nationally funded and nationally
operated tertiary education system.

11.2 Reform of apprenticeships
The major issue confronting apprenticeships and traineeships is a major downturn in
activity (chart 8). The latest NCVER data indicates there were 278,500 apprentices and
trainees in training at the end of September 2016.5 This is a decrease of 5.7 per cent from
the previous year and represents the lowest level of participation for a decade. The
percentage of Australian workers employed as an apprentice or trainee has declined from
3.3% to 2.7% during this period.6 Similarly, commencements are the lowest for a decade
and are currently around half of what they were in June 2012. Trades commencements
decreased by 14 per cent in the September quarter 2016 compared to the September
quarter 2015.
Chart 8: Trades and non-trade commencements, seasonally adjusted and smoothed,
September 2006 –December 2016

Queensland has not been able to escape this national trend. Data from the NCVER indicates
a fall in training from 95k in September 2011 to 58.7k in September 2016 (table 2). The
September 2016 figure is the lowest for the whole period.7

5

Apprentices and trainees 2016 September Quarter, NCVER, Commonwealth of Australia, 2017.
Apprentices and trainees 2014, NCVER, Commonwealth of Australia, 2015.
7
Apprentices and trainees 2016 September Quarter, NCVER, Commonwealth of Australia, 2017.
6
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Table 2: In-training by state/territory as at the end of each quarter 2011 – 2016 (‘000)

There is an urgent need to stimulate and support this vital training pathway. In the Ai Group
survey of workforce development needs in 2016, only 11% of employers intended to
increase apprentices and trainee numbers over the next twelve months (chart 9).8
Chart 9: Employer intentions to hire apprentices over the next 12 months, 2016

Source: Australian Industry Group Workforce Development Needs Survey 2016

It is clear the Ai Group survey data and the NCVER data indicate that the school-based
apprenticeship pathway is significantly underutilised. The pattern reveals low levels of
participation, recent declines in national participation and a very uneven spread across
jurisdictions (table 3). While Queensland has consistently recorded the highest level of

8

Workforce Development Needs Survey Report, December 2016, Ai Group, page 15.
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school-based apprentices and trainees, there has been a decrease of 4.6 per cent from
2014 to 2015.9
There needs to be Commonwealth sponsored review of these arrangements to determine
the reasons for the under-utilisation of this pathway and develop strategies to assist
schools and industries to more actively participate.
Table 3: School-based apprentices and trainees, by state, 2011 to 2015

To facilitate greater industry involvement in apprenticeship arrangements the current
regime of employer incentives needs to be reviewed and rationalised. In particular, there
needs to be a focus on employer incentives for first time participants in the arrangements.
European research suggests that direct subsidies are more effective in encouraging
companies to start training than for companies which are already training.10
A national body is needed to manage the implementation of these measures including
overseeing national consistency and ensuring programs and arrangements meet current
and future workforce needs. Confronted with similar apprenticeship issues, the UK is
establishing an independent and employer-led body, the Institute for Apprenticeships, to
regulate the quality of apprenticeships in the context of anticipated rapid expansion of the
program.11 It is timely for Australia to review the governance arrangements for
apprenticeships with a view to providing a genuinely national approach.
In view of these issues, we call on the Queensland Government to:


Support the implementation of measures to achieve full national consistency for all
apprenticeships across Australia, including consideration of an oversighting body to
ensure programs and arrangements meet current and emerging occupational needs.



Develop measures, in consultation with industry, that are designed to increase the
level of participation in apprenticeships/traineeships and review the employer
incentive regime and develop incentives for first time participants in the system.

9

VET in Schools 2015, NCVER, Commonwealth of Australia, 2016.
The effectiveness and cost-benefits of apprenticeships: results of the quantitative analysis, European
Commission, September 2013.
11
English Apprenticeships: Our 2020 Vision, Department for Business, Innovation and Skills, 2015.
10
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Support a national review of school-based apprenticeships to determine the reasons
for low levels of participation and to develop strategies to facilitate greater
participation by schools and industry.

11.3 Developing Australia’s industry leadership capabilities
The Ai Group continues its call for a focus on building new leadership capabilities in
Australia’s workforce that will enable us to embrace disruptive technologies and
innovation. New business models are emerging that lend themselves to a more volatile
environment. The evidence from both academic research and business surveys shows that
workplaces with more effective leadership and management capabilities are more
productive, profitable and innovative.
Australia scores a lower ranking for management practices than for its overall
competitiveness on an international scale.12 In research released by the Centre for
Workplace Leadership in May 2016, findings show we will largely depend on the capability
of our leadership and employee engagement levels in order to sustain and grow our
competitiveness.13 This research, drawing on data from over 8000 respondents looked at
the ability of leaders to respond to emerging challenges in workplace environments facing
disruption from new technologies and other forces. The report found few Australian
organisations report high levels of innovation; too many Australian organisations
underinvest in leadership development, especially at the frontline; leadership in Australian
organisations does not reflect wider social diversity, and that many senior leaders do not
draw on strategic advice in making decisions about the future.
Significantly, the report found workplaces that invest in a range of leadership development
activities have more capable leaders with a stronger belief in their ability to do the job, and
this is associated with better performance and more innovation.
The new research mirrors much of the discussion in Ai Group’s 2015 policy paper,
Addressing Enterprise Leadership in Australia.14 A concentrated effort is needed to build in
and support new ways of working which incorporate the development of an organisation’s
people and culture. Collective leadership capability development which meets
organisational business goals, in addition to individual leadership development frameworks,
needs to be nurtured.
The new research released during the year strengthens the need to address this important
policy area. Ai Group sees that addressing the leadership imperative is a joint responsibility.
The reform of leadership and management education, in particular through context specific
programs, must be encouraged. Best practice approaches to the development of

12

International Institute of Management Development World Competitiveness Yearbook, 2016.
Centre for Workplace Leadership, The Study of Australian Leadership, May 2016
14
The Australian Industry Group, Addressing Enterprise Leadership in Australia, June 2015.
13
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emerging/frontline managers, including developing management skills within an industry
context, and involving collaboration across companies, need to be reinforced.
Governments must take action to establish an industry leadership development taskforce
that identifies and funds innovative leadership development programs, and records and
publicises good models for education institutes and industry.

11.4 Developing Australia’s Science, Technology, Engineering
and Maths (STEM) capabilities
The Education Council’s National STEM School Education Strategy is now one-year old.15
Initiatives within this include the establishment of a STEM Partnership Forum to promote
these partnerships, however this has not yet occurred. The Ai Group continues to welcome
the opportunity to participate in this.
While some progress has taken place, there are still gaps in the national approach to STEM
skills and the initiatives released to date do not constitute an overall national strategy. 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.
Ai Group’s long-standing concerns about the state of STEM skills and the impact on the
economy are well documented.16 A major focus needs to be on growing the STEM
workforce. Modelling by PwC finds that shifting just 1 per cent of the workforce into STEM
roles would add $57.4 billion to GDP.17 Skilled technicians are often the most pressing area
of shortage for companies rather than graduates as Ai Group workforce development
surveys reveal. The latest data indicates that around a quarter of employers anticipated
difficulties recruiting technicians and trade workers with STEM skills (chart 10). Accordingly,
there needs to be a renewed focus on apprenticeships and traineeships in STEM-related
areas. Employer incentives could be targeted in these areas.

15

National STEM School Education Strategy, Education Council, December 2015.
Progressing STEM Skills in Australia, Australian Industry Group, February 2015.
17
A smart move, pwc, April 2015, page 4.
16
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Chart 10: Employers reporting difficulties recruiting people with STEM skills, 2016

Source: Australian Industry Group Workforce development needs Survey 2016

While longer-term solutions to the STEM skills shortfall properly concentrate on the school
sector, there is much to be done to reduce short-term pressure. In addition, support for
existing workers to retrain in STEM areas would also assist to meet the relatively short-term
needs of the economy.
Strategies are also required to meet the particular needs of SMEs given their prominence in
the economy. Government could support these companies via networks or clusters and
engagement with group training companies. Support for sectoral and supply-chain
companies working with larger companies also warrants consideration.
The Industry Growth Centres initiative has significant potential to promote and implement
STEM skills. All six of the Centres announced to date overlap with STEM skill areas. The
centres are tasked with improving the management and workforce skills of key growth
centres.18 The long-term strategies to be developed by each of these centres needs to focus
on the development of workforce STEM skills. There has been research by NCVER about the
readiness of five of these growth industries to meet the demand for skills. Among several
findings to overcoming limitations this research found there is a requirement to have
“a priority focus on STEM, including the development of workplace skills in STEM
undergraduate or research degrees and opportunities for continuing professional
development in STEM disciplines.”19
The Ai Group supports the call from the Chief Scientist and others for an overall national
STEM skills strategy. The government can take a leadership role, potentially through the
Commonwealth Science Council, in the development of this strategy in conjunction with
industry. A multi-pronged approach is needed to address school, university, VET and

18
19

www.business.gov.au/advice-and-support/IndustryGrowthCentres
Francesca Beddie et al; Readiness to meet demand for skills: a study of five growth industries, NCVER, 2014.
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industry involvement. Sufficient resourcing is required to develop a co-ordinated and
systemic response to the issue.
We therefore call on the Queensland Government to support the development and
effective resourcing of a national STEM skills strategy in conjunction with industry to
expand the STEM-qualified workforce, increase the level of STEM participation in the VET
sector, introduce employer incentives in STEM-related areas, develop specific measures
to expand the STEM workforce in SMEs through cluster/network models and support
STEM skills workforce projects through Industry Growth Centres.

11.5 Developing Australia’s workplace literacy and numeracy
capabilities
Ai Group research confirms that the low levels of workplace literacy and numeracy are a
major concern to employers. The most recent survey indicates that over 87 per cent of
employers reported low levels of literacy and numeracy having an impact on their business
(chart 11).20
Chart 11: Employers affected by workplace language, literacy and numeracy deficiencies,
2016

Source: Australian Industry Group Workforce development needs Survey 2016

This has a negative impact on productivity, labour mobility and the capacity of the economy
to achieve the higher levels of skills needed for the increasingly knowledge-based economy.
There remains an urgent need to address the language, literacy and numeracy needs of the
Australian workforce.
The Ai Group has conducted a return on investment to employers’ program with very
positive results.21 In addition to the benefits for participating employees, there is also now a
firm business case for employer investment in workforce literacy and numeracy. There
needs to be program for them to invest in.
20
21

Workforce Development Needs Survey Report, December 2016, Ai Group, page 16..
Investing in Workforce Literacy Pays, Australian Industry Group, August 2015.
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A national literacy and numeracy strategy needs support especially for workplaces. A key
component of this is the development and implementation of a new co-contribution
program specifically for workplaces. Such a program would be based on tight outcomes for
both individual participants and employers. The use of the Australian Core Skills Framework
could be mandatory to measure individual improvement and return on investment
measures could be utilised to demonstrate benefits to the employer including direct
linkages to productivity. The program could also be nationally accredited using the
Foundation Skills Training Package adapted to suit particular workplace needs. The Ai Group
conducted a small pilot study with three workplaces during 2016 based on these
approaches with significant success.22 This combination of measures could be implemented
through a larger national pilot program in concert with industry.
We call on the Queensland Government to support a national foundation skills strategy
with a sufficient budget to support workforce literacy and numeracy programs, including
the development of a new program dedicated to the workforce.

11.6 Reform of Australia’s higher education system
The Ai Group recognises the fundamental importance of a well-placed higher education
sector to drive a successful business sector. Higher education, in close collaboration with
industry, needs to produce high quality, employable graduates in sufficient quantity to
meet Australia’s current and future labour needs.
The government has undertaken an extensive review of Australia’s higher education system
over the past year to determine a future plan for higher education which encourages
excellence and innovation and is sustainable. Ai Group agrees with the premise for change,
stressing however the now urgent need for decision and implementation. It is essential that
the government’s current consultation process now results in the timely implementation of
definitive new policy settings, including a sustainable funding model, that drive informed
student choice, student access, the maintenance of quality and that have an appropriate
impact on VET sector training choices.
In its submission to the review of the HE system, Driving Innovation, Fairness and
Excellence in Australian Higher Education, Ai Group commented on the significant growth
seen by the sector in university undergraduate participation, particularly since the
introduction of reforms in 2009. Noting that this has been attributed to the uncapping of
undergraduate places, Ai Group has supported the student demand based funding system
for higher education as a potentially effective mechanism for meeting industry’s growing
demand for skills and qualifications, and recognised its flexibility. The system must be able
22

Forthcoming Ai Group publication.
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to adjust continuously and automatically to meet needs assuming that young people make
informed decisions about labour market opportunities. Industry needs to be assured that
students are best suited to the level and emphasis of the programs they are undertaking,
and that they can undertake courses that are most relevant to them, thereby creating the
best talent pipeline for the workforce. The new policy settings must set up the system to
better lead to these outcomes.
As part of its submission to the Review, Ai Group provided industry’s views on subsidies for
graduate courses and expanding access to sub-bachelor courses, which will positively
impact on students who would more typically become vocational education and training
(VET) students. The industry requires a steady supply of VET graduates to the workforce, in
addition to bachelor level and above.
The demand driven system has been successful in increasing the volume of students
participating in higher education to meet the growing demands of industry. Industry needs
a skilled workforce with the most capable graduates drawn from all environments. It needs
a diverse workforce that is better able to fuel local and global interaction, collaboration and
innovation. Ai Group supports the need for greater educational support and other
measures to assist suited students from low SES backgrounds to complete degrees.
Related to the equity issue discussed above, it is essential that quality regional and remote
teaching and learning is available to students. In considering its support for this learning,
the Government should focus on virtual teaching spaces, networks (including with
businesses and their facilities) and collaborative technology usage, only augmented by
physical spaces. Innovative approaches to infrastructure must match innovations in the
social and business world.
Industry is keen for matches between educational supply and workforce demands to be
better monitored as failure to address the supply of skills where needed can severely risk
business productivity and contribute to resource wastage. Increased student demand has
not always aligned with industry demand. This is closely related to the persistent issue of
skills shortages in the Australian economy. Ai Group’s 2016 survey on Employer’s
Workforce Development Needs focused on the prevalence and location of skill shortages
within workforces. Surveyed employers were asked to identify their experience of skill
shortages in the past 12 months by occupational grouping (chart 12).
Managers and Professionals constitute the second largest group of concern, with
Technicians and Trades Workers being the largest group. Employers reported the following
skills shortages for Managers: (13.9 per cent) as the first occupation, 14.8 per cent as the
second occupation and 21.5 per cent as the third occupation. The same pattern was
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reported for Professionals at slightly lower rates: 8.5 per cent as the first occupation, 10.7
per cent as the second occupation and 11.8 per cent as the third occupation.23
Chart 12: Employers reporting skill shortages in 2016, top three occupations in shortage,
by skill level

Source: Australian Industry Group Workforce development needs Survey 2016

Of significance are employers’ views of anticipated skills shortages for professionals and
managers over the next twelve months. Shortages of Professionals are expected to increase
with 14.1 per cent ranked this grouping as the first occupation, 13.1 per cent as the second
occupation and 10.7 per cent as the third occupation. Shortages of Managers are expected
to remain at a similar level.24
Industry regards the quality of information provided to students as an important factor in
developing graduates with the correct motivations, suitability and employability for specific
industry areas/occupations. High-quality information is the beginning point for the effective
operation of a market-based system. It is essential that industry’s need for the skills
generated by higher education are not lost in a system dependent on student demand that
is not well informed. As laid out in Ai Group’s submission to the current Review, additional
government funding to obtain quality information activities is considered necessary.
Information gathered from employers’ surveys must cover the breadth of industry areas
and all sizes of business – small, medium and large – all of whom have differing needs and
operations.
The Ai Group supports the principle of a student loan system, recognising that it reduces
barriers to higher education for capable students. These students are needed for industry
to be innovative and competitive by gaining the best possible graduates it can to develop a
productive workforce. A student loan system has benefits for the whole community which
is the basis of the shared cost by taxpayers and students. In recognition that a student loan
system into the future needs to be fair and affordable, Ai Group acknowledges changes
23
24

Workforce Development Needs Survey Report, December 2016, Australian Industry Group, page 9.
Workforce Development Needs Survey Report, December 2016, Ai Group, page 10.

43

Ai Group Queensland 2017-18 Pre-Budget Statement

need to be more closely considered in order that the system is sustainable. Pressures have
been placed on Australia’s Higher Education Loan Program through the debt level, VET FEEHELP blow-out, higher level and longer qualifications and post graduate qualifications.
More debt repayments are less likely and there are questions around the broad public
benefit for the taxpayer. The Government’s re-casting of the VET FEE-HELP framework
needs to be integrated with a review of the overall loan system for higher education.

11.7 Developing the employability of Australian graduates
The employability of graduates is affected by several factors within and external to the
higher education system. The Australian economy is being affected by disruptive global
changes, including technological advancement and borderless commerce. These changes
are rapidly transforming jobs, with uncertainty around the shape of jobs to come. Different
skill sets are needed for the emerging economy with a base in STEM skills,
entrepreneurship, critical thinking and adaptability. Within this context, employers have
indicated some dissatisfaction around the work readiness and employability of university
graduates for some time.
In October 2016, Ai Group released its latest policy statement, Connecting for Productivity:
University and Industry partnerships25, which includes new data from members gathered
through the 2016 Workforce Development Needs Survey. Regarding graduate capabilities,
members expressed their highest levels of dissatisfaction around graduates’ levels of team
work, self-management and capacity to learn (see chart 3).
Employers also indicated the most important factors when employing higher education
graduates. Fitting in with business culture was ranked by 31.9 % of respondents as the most
important factor when recruiting higher education graduates. The type of qualification
obtained was ranked first by 23.2 % of respondents, while 21.5 % ranked relevant work
experience first (chart 14)
Chart 13: Employers’ satisfaction with higher education graduates’s skills, 2016

25

The Australian Industry Group, Connecting for Productivity: University and Industry partnerships, October 2016.
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Chart 14: Factors considered by employers in recruiting tertiary graduates, 2016

Source: Australian Industry Group Workforce development needs Survey 2016

Industry, higher education providers and government all need to work together and
commit resources to enable Australian graduates to have the adaptive capabilities needed
for the fast-changing world of work. National strategic discussion must result in the
architecture for closer connections and equip graduates for new economy characteristics.
There must be a broader awareness of innovative models of connecting between industry
and higher education providers, and learning and teaching practices in higher education
providers need to better embed employability, through work integrated learning
approaches. A system of support for greater industry involvement, particularly for SMEs
needs to be implemented.
For its part, Ai Group has been working closely with industry and other stakeholders to
facilitate the changes needed for future-ready higher education graduates. As a partner to
the National Strategy for Work Integrated Learning in University Education since early 2015,
Ai Group has actively participated with other partners to progress the actions detailed in
the Strategy which also encourages increased government commitment to WIL.
Recognising that a key solution to a lack of work readiness is to expose students to the
workplace and to integrate the experience with their studies, Ai Group has focused on
assisting employers to become engaged. In July 2016, we released a guide for employers Uni Students – Good News for Your Business. The guide assists employers to get involved
with university students by providing information on the benefits to the business, types of
involvements, legal requirements, tips on successful relationships, examples and contacts
to get started. Ai Group is also involved in WIL through its chairing role on the reference
group of a two-year national Successful Work Integrated Learning in Science project funded
by the Office of Learning and Teaching. In addition, to assist employers find the right
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current graduates, Ai Group has developed a Graduate Employment Service which screens
and prepares candidates, supports companies and mentors these new graduates.
For many employers, particularly SMEs, providing work exposure for HE students in the
form of work integrated learning activities, can result in real benefits to the company but
can also be resource intensive. There are costs for the employer in terms of time
determining activities/projects; in some cases paying the students; in support, supervision
and mentoring by one or more people in the company; in providing feedback and
evaluating the experience with the HE provider.
These students become better prepared for workplaces and their cultures, and will be more
productive earlier as graduates, leading to a beneficial effect on the economy. Students can
bring fresh ideas to companies resulting in more innovative SMEs and Australia’s graduates
will possess greater employability characteristics. Government support to assist SMEs’
involvement with students for work integrated learning will help realise these benefits.
Support that covers the salaries of students during WIL activities is needed. Placements can
focus on specific fields, such as STEM, and ensure regional areas are represented. As a
leader in this space, the Canadian Government in its 2016 Budget allocated $73 million over
four years to placements and work integrated learning opportunities. Significantly the
Canadian Government has linked this initiative to advancing its Innovation Agenda to spur
economic growth.

We call on the Queensland Government to:


Support measures that ensure adequate funding is allocated to implement the
new Higher Education system which includes policy settings that drive innovation,
quality, access and skills alignment.



Commit resources to funding and promoting innovative models of connecting
between industry and higher education providers including establishing a grant
program to support student placements and work integrated learning in SMEs.
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