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Executive Summary 
Section 38 of the Construction Industry Training Fund Act 1993 (the Act) provides 
for a review to be undertaken by an independent person as soon as practicable after 1 
January 2003. The review commenced in March 2004 and reported finally to the 
Steering Group established to oversee the review in July 2004.  

The review was built around a comprehensive program of targeted consultations 
with individual members of the Construction Industry Training Board (the Board) 
and the Board’s senior administrative staff, the Construction Industry Forum (a peak 
advisory body representing the construction industry and private and public sector 
industry clients), employer and employee groups and industry associations, State 
Government and Local Government Association representatives, local councils and 
other stakeholders, including representatives of training organizations, group 
training schemes, regional development bodies, individual employers and 
contractors from the industry and other interested individuals. 

Written submissions to the review were invited and ten submissions were received. 

Outcome of consultations 

The consultations pointed to an overwhelming endorsement across the stakeholder 
groups for a legislated levy, the purpose of which is to apply the levy proceeds for 
training in the industry as directed by an industry-led Board. Retention of a 
legislated levy is, accordingly, recommended by the review.  

The Act was also widely seen as presenting a powerful unifying influence and 
mechanism for the building and construction industry, with a common refrain that 
the arrangements bring ‘some coherence to the different tribes’ in the industry. 

Other commonly nominated strengths of the Act included: 

• The very existence of a coherent organizational framework which provides 
for the collection and disbursement of levy proceeds; and 

• The encouragement of improved industry attitudes towards education and 
training. 

A number of commentators, however, criticized aspects of the operation of the 
arrangements under the Act, with the dominant weaknesses thought to lie with: 

• The presence on the Board of those with perceived vested interests; and  

• The operation of aspects of the key Board policies and programs, and in 
particular the Entry Level Training Program. 

The review also noted from the consultations the persistence of two basic 
misconceptions related to the purposes and operation of the Fund. 

First, that the levy is paid by the industry itself, as distinct from the reality that the 
levy is a public levy paid by the retail consumer of construction services. Secondly, 
that all of the industry’s training needs will be met from the fund, whereas the reality 
is Board funding represents only a proportion of the overall publicly funded 
education and training effort for the industry. 
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The review considers that both misconceptions are a symptom of the absence of a 
systematic approach by the Board to informing and communicating with the 
industry. A properly planned and resourced communications strategy is proposed to 
address this significant strategic weakness. 

The review also promotes the concept of a genuine strategic partnership between the 
Board and the Government whereby the Board’s investment in training is integrated 
with the Government profile-funded training for the industry and whereby the two 
work together to improve the targeting of mechanisms to encourage and promote 
industry investment in training. 

Effectiveness of the levy scheme 

The review proposes that the levy remain project-value based, that the levy should 
continue to be calculated on the contract price inclusive of GST and that the levy 
threshold should remain at $15,000. In relation to the rate of the levy (currently set at 
0.25%) in the context of an estimated decline in future levy revenue, the review has 
noted the on-going work of the Board in modeling a number of scenarios over a 
forecast period from 2005-2010, based upon the options of the status quo, reduced 
expenditure and various rates of increase to the levy rate. 

The consultations for the review revealed mixed and strongly-held views about the 
requirement under the Act that the Annual Training Plan provide for the allocation 
of funding for training to each sector of the industry in approximately the same 
proportions contributed by the respective sectors to the Fund.  Some groups 
considered the sector based allocation to be important because of the differences in 
work methods, culture and training needs and priorities between the sectors. Others 
opposed the current model on the basis that a sector based allocation doesn’t account 
for the ebb and flow of the workforce between the sectors. The review considers the 
removal of the sector allocation formulation to be a necessary precondition to the 
Board responding strategically to the future training needs of the industry as a 
whole. 

Effectiveness of the CIT Board and Committees 

The review concludes that the Board has been substantially effective in carrying out 
its specific functions under the Act. Functions identified for particular comment 
included:   

• The Board’s role as a principal advisor to government on training related 
matters, where the conclusion is drawn that the role should be resourced by 
the Government on the same basis as for other industry advisory structures 
and that the Board should exercise a more ‘hands on’ role in relation to the 
exercise of the function. The redundant function of advisor to the 
Commonwealth Minister is proposed for removal. 

• The Board’s role in relation to research, where an increase in the current level 
of investment for this purpose is recommended. 

The review also emphasizes the desirability of building upon the solid groundwork 
provided by the Doorways to Construction program to develop other initiatives to 
attract young people to the building and construction industry. An explicit 
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requirement for the Board to have regard to access and equity considerations in 
exercising its functions is also recommended. 

Key Board policies and programs 

The review supports the Board’s twin policy platforms, one directed to the existing 
workforce and the other to entry level training, as the foundation of a balanced 
policy mix. Entry-level training is important because it represents the best form of 
investment to ensure a sustainable flow of new entrants to the industry. Training for 
the existing workforce is important because it allows a more rapid response to skill 
areas that are in demand. Notwithstanding this broad support, the review suggests 
that consideration be given to a more innovative use of the Fund, including its use 
for leveraging industry contributions to training. 

The Current Worker Program is considered to have operated effectively, with the 
Board’s approach to rationing what is a finite resource by delineating the boundaries 
of the industry and focusing on direct construction-related training appropriate.  

The Entry Level Training Program has three strands: Careers, Access and Equity and 
Apprenticeship and Traineeship Support. The review supports the Board’s 
commitment to further grow and develop the flagship Doorways to Construction 
Program. The issue of funding Group Schemes under the Program generated a range 
of views in the consultations. One line of commentary reiterated the importance of 
Group Schemes to the preservation of a strong and viable apprenticeship pathway in 
the industry. Other commentators were more skeptical about the value of the return 
from the Board’s substantial investment in the Schemes. 

The review endorses the key role for Group Schemes but considers more needs to be 
done to support the significant number of apprentices that are directly indentured to 
employers. To this end, the review proposes the attachment of the bulk of the 
financial incentives to the relevant outcome, namely the completion of the 
apprenticeship – whether employed by a Group Scheme or an individual employer. 
The extra ‘quality’ overlay provided by the Group Schemes could be recognized by 
the Board through a smaller than present quality loading for each Group Scheme 
apprentice. Equalisation in access by all apprentices to the Entry Level Training 
Program should be accompanied by equalised access to funding under the Current 
Worker Program (in relation to which in the past Group Scheme apprentices have 
been largely precluded). 

The review notes the on-going difficulties in making a judgment about the overall 
value of CIT Board funded training in the absence of performance measures which 
provide clear evidence of productivity gains from the operation of the Fund. The 
review acknowledges the difficulty of establishing such indicators, but nonetheless 
pushes for the Board to give the matter priority attention in the light of the concerns 
from their industry stakeholders. 

Governance 

The consultations revealed a wide range of opinions about the effectiveness of the 
CIT Board. A number of commentators believed the Board is controlled by those 
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with vested interests and that members are not sufficiently independent from the 
recipients of Board funding.  

In terms of the legal requirements that Board members must not allow the interests 
of outside bodies to prevail over the wider public interests served by the Board and 
must act without bias, the review understands that Board members have acted 
properly at all times. Notwithstanding this view, the review believes the deeply-felt 
perceptions within the industry that conflicts of interest are institutionalised within 
the structure and composition of the Board must be addressed. For this purpose, the 
removal of the reference in the legislation of the phrase ‘represent the interests of ‘(to 
describe certain Board members’ relationships with their constituencies), the 
publication of the detail of Board policies and funding guidelines on the Board 
website and the completion and publication of a conflict of interest policy for the 
Board are proposed.  

In relation to the composition of the Board, the review considers that it would be 
desirable for an independent member, in addition to the Chair, to be appointed. A 
single government member is proposed so as to directly link the Board to the 
Government’s active agenda for workforce skills development. The review 
considered the option of streamlining the number of employer and employee 
representatives on the Board, but was unable to conclude that any of the associations 
presently represented should not be there for the purpose of ensuring coverage of all 
interested parties.    

The review also proposes the removal of the ‘veto’ provision in the Act on the basis 
that it is an unnecessary protection for a mature Board whose decisions should 
reflect the majority position of Board members as a whole, not the majority position 
of each prescribed sectional interest. Finally, Board members are recommended for 
remuneration at a rate consistent with the categorization of the Board as a Level 4 
Board under the relevant Government Guidelines. 

Sector committees form an important linkage between the discrete sectors in the 
industry and the Board. The review suggests the revitalization and strengthening of 
the advisory role of the committees by creating more systematic connections to the 
Board through cross-membership. 

In the context of the administration of the Board, frequent comment was made in the 
consultations about costs of administration. The review notes that administrative 
expenses have fallen in recent years and are expected to fall further in the future. 

Other matters referred to the review.  

Under the terms of reference for the review, two additional matters were referred for 
consideration: 

• The identification of skill shortages; and 

• The creation of a high performance workforce. 

In relation to skill shortages, the review has noted the activity undertaken by the 
Board in addressing the training and career choice component of what is a complex 
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set of considerations involving economic cycles, labour market flexibility, 
recruitment and technology.  

For high performance workforces, the review notes the capacity of the Board, over 
time, to use the Fund to progressively influence and promote high performance work 
practices for the industry. 

A consolidated set of recommendations from the review follows. 

Recommendation 1:  

That the strong industry support for a mandatory levy, the purpose of which is to apply its 
proceeds for training in the building and construction industry as directed by an industry-led 
Board, be noted and that, accordingly, a legislated levy be maintained. 

Recommendation 2:  

That the levy remains project-value based. 

Recommendation 3:  

That the legislative requirement for the allocation of funding to sectors in approximate 
proportion to the contribution by the respective sectors to the Fund be removed and that 
consequential changes be made to the Act. 

Recommendation 4: 

That the on-going work of the CIT Board in relation to the appropriate rate of the levy in the 
context of estimated declining levy revenue be noted. 

Recommendation 5: 

That the levy continues to be calculated on the contract price inclusive of the GST.   

Recommendation 6:  

That the levy threshold remains at $15,000. 

Recommendation 7: 

That the Board develop as a matter of priority a communications strategy to be guided by the 
following principles: 

Starts from the target audience perspective • 

• 

• 

• 

• 

Builds communications into every aspect of the Board’s operations 

Is premised on the notion of communicating immediately and often, including the 
results or outcomes of change 

Actively seeks as much feedback as possible to understand how the industry is 
responding to policies and programs 

Positions change with clear consistent messages from the Board. 

Recommendation 8: 

That the function of the Board as a principal training advisor to the South Australian 
Minister be confirmed, and that: 
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The role be resourced by the Government on the same basis as for other industry 
advisory structures; and 

• 

• The Board exercise a more ‘hands on’ role in relation to the exercise of the function. 

Recommendation 9: 

That the function of the Board as a principal training advisor to the Commonwealth Minister 
be removed from the Act. 

Recommendation 10: 

That the Act be amended to require the Board to have regard to equity and diversity 
considerations in exercising its functions. 

Recommendation 11: 

That the Board and Government, in partnership, build on the groundwork provided by the 
successful Doorways to Construction Program and develop other initiatives to attract young 
people to the building and construction industry. 

Recommendation 12: 

That the Board continue to invest in research activities (and increase its actual level of 
investment) both to support its industry advisory role to the Government and in relation to 
the investment in training through the Fund. 

Recommendation 13: 

That the Board consider the potential for a broader and more innovative use of the Fund, 
including its use for leveraging industry contributions to training. 

Recommendation 14: 

That the Board post the guidelines related to its policy platforms, including funding criteria 
for its programs and its conflict of interest policy, on the CIT Board website. 

Recommendation 15: 

That the Board continue with the Current Worker Program, adjusting the actual spread of 
expenditure across skill development activities as appropriate from time to time. 

Recommendation 16: 

That: 

the Board continue to support and develop the Doorways to Construction Program • 

• 

• 

• 

the Board continue to support the employment of apprentices by Group Schemes as a 
critical element of entry level training for the building and construction industry 

the Board link the greater proportion of the financial incentives under the 
Apprenticeship and Traineeship Support strand to the achievement of the completion 
of the apprenticeship 

Group Scheme apprentices, together with directly-indentured apprentices, be eligible 
to access Current Worker Program funding in the latter stages of an apprenticeship 
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Recommendation 17: 

That the Board address, and implement, as a priority its preferred arrangements for 
performance measurement. 

Recommendation 18:  

That in relation to the composition of the Board, the phrase ‘represent the interests of’ be 
removed from section 5 the Act and replaced with the terminology in contemporary use in 
South Australian legislation. 

Recommendation 19: 

That the membership of the Board continue to comprise eleven members, being the Chair, an 
independent member and a representative of government with experience in workforce and 
skill development nominated by the Minister, three representatives of employee groups and 
five representatives of employer groups.   

Recommendation 20: 

That the ‘veto’ provision be removed by repealing sub-section 7(3) of the Act . 

Recommendation 21: 

That Board members be remunerated at a rate consistent with the categorization of the Board 
as a Level 4 Board under the South Australian Government guidelines on setting board 
members’ fees. 

Recommendation 22: 

That the three sector committees be retained and their advisory role and influence revitalised 
by creating stronger linkages between the committees and the Board. 

That paragraphs 13 (3) (a) and (b) of the Act be removed or recast to reflect the recommended 
removal of the legislative requirement for the allocation of funding to the sectors to be 
approximately proportional to the contribution by the sectors. 

Recommendation 23: 

That the actions initiated by the Board in relation to influencing skill shortages, and their 
continued application as part of future long-term strategies and collaborative planning 
between the Government and industry stakeholders to address the skill shortages challenge, be 
noted. 

Recommendation 24: 

That the capacity of the Board, over time, to use the Fund to progressively influence and 
promote high performance work practices for the building and construction industry be noted. 
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Part 1: Introduction 
Section 38 of the Construction Industry Training Fund Act 1993 (the Act) provides 
for a review to be undertaken by an independent person as soon as practicable after 1 
January 2003.   

The investigation and review is to concern – 

The effectiveness of the Construction Industry Training Board (over the 
period of three years ending on 31 December 2002) 

a. 

b. 

c. 

d. 

The attainment of the objects of the Act (over the period of three years ending 
on 31 December 2002) 

The need for the Act to continue in operation 

Any other matters that appear to the Minister to be relevant. 

The person appointed must present to the Minister a report on the outcome of the 
investigation and review within six months after the appointment.  The Minister 
must table a copy of the report within 12 sitting days after receipt of the report. 

The terms of reference for the review interpret and expand upon the statements of 
purpose for the review and provide for the review to investigate, review and report 
on: 

1. the effectiveness of the Board over the period of three years ending on 31 
December 2002, and subsequently until 31 December 2003 

• the efficiency and effectiveness of the Board, including sector 
committees, in carrying out the required functions as listed in section 
11 of the Act 

2. the attainment of the objects of the Act over the period of three years ending 
on 31 December 2002, and subsequently until 31 December 2003, with respect 
to improving the quality and size of the industry’s skill base in South 
Australia.  These broadly include: 

• to improve the quality of training in the building and construction 
industry 

• to establish the Board to administer the Fund and to coordinate 
appropriate training 

• to provide for the imposition and collection of a levy 

3. the need for the Act to continue in operation 

• support or otherwise for the provision of an industry based training 
levy scheme 

• other options to the achievement of the current functions of the Board 
and objects of the Act 

• the cost effectiveness and practicality of such options 
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4. any other matters determined by the Minister as being relevant and 
particularly with respect to 

• the achievement of the State Government’s commitment to creating a 
high performance workforce by the objects of the Act 

• the Board’s policy framework in addressing identified skills shortages 

While the Act and terms of reference provide for a timeframe for the review of three 
years from 2000 to end 2002, the Minister has agreed that, for reasons of practicality, 
the review should be extended to also cover the period from the end of 2002 to the 
present.  The Terms of Reference reflect the extended coverage of the review. 

The Minister appointed Mr Chris Eccles of KPA Consulting in March 2004 as the 
independent person to conduct the review. 

The review was overseen by a Steering Group comprising the following members: 

• Christine Haines (Chairperson), Executive Director, Employment and Skills 
Formation, Department of Further Education, Employment, Science and 
Technology (DFEEST). 

• Brenton Nottage, Principal Advisor, Construction Industry Policy, 
Department for Administrative and Information Services 

• Cathy Hill, Account Manger, DFEEST, Department of Treasury and Finance 

• Tyson Miller, Account Analyst, Department of Treasury and Finance 

• Russell Starr, Principal Policy Advisor, Operations and Legislative Review, 
Department of Transport and Urban Planning 

• Colin Hore, A/Principal Policy Officer, Operations and Legislative Review, 
Department of Transport and Urban Planning  

• Richard Osborne, Manager, Strategy, DFEEST 

• Bev Doherty (Executive Officer to the Review) Principal Policy Officer, 
Strategy, DFEEST 

This report is organised in eight parts: 

Part 1 sets out the formal requirements for the review. 

Part 2 outlines the background and context for the review, including a 
description of the key characteristics of the building and construction 
industry in South Australia, the main features of the Act, the previous review 
and subsequent developments, the operation of training levies overseas and 
in Australia and the current South Australian Government policy context. 

Part 3 describes the methodology and analytical framework adopted for the 
review. 

Part 4 summarises the broad outcomes of the consultations for the review.  It 
concentrates on the perceived strengths and weaknesses of the Act and its 
operation. 
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Part 5 considers the effectiveness of the levy scheme. 

Part 6 considers the effectiveness of the Construction Industry Training Board 
and Committees. 

Part 7 examines the other matters referred to the review by the Minister, 
being the creation of a high performance workforce and the identification of 
skill shortages. 

Part 8 provides a general wrap up of the review, including its reference back 
to the statutory remit and terms of reference. 
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Part 2: Background 

2.1 Key characteristics of the building and construction 
industry in South Australia  

This section provides a brief snapshot of some of the key characteristics of the 
building and construction industry in South Australia. 

The building and construction industry comprises three main sectors: 

• Housing or residential construction 

• Commercial or non-residential construction 

• Civil or engineering construction 

At the national level, the industry employs more than 700,000 persons and accounts 
for about seven per cent of gross domestic product and over half of gross domestic 
capital expenditure.  It is closely linked to the economic cycles of the country, 
although the sectors tend to be influenced by different underlying factors and, 
therefore, do not exhibit the same growth cycles.   

Construction Training Australia, the national industry advisory body for the 
industry, identified the following dominant trends over the past ten years: 

• Average firm size has reduced markedly 

• The number of firms has doubled 

• Specialist sub-contractors have developed  

• Outsourcing, corporatisation and labour hire have increased. 

In relation to South Australia’s building and construction industry, the 2003-2005 
State Vocational Education and Training Strategic Plan and information from the 
Construction Industry Training Board highlights the following features: 

2.1.1 Contribution to SA economy 
Construction activity comprises an estimated 5.4% of the State’s Gross State Product 
and grew at an average of 1.9% per year through the 1990’s.   

2.1.2 Workforce profile 
Workers in the industry fall into the following categories: 

managers and administrators      9% 

professionals and associate professionals  14% 

tradespersons and related workers   43% 

clerical, sales and service workers   14% 

intermediate production and transport workers 12% 

labourers and related workers     9% 
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2.1.3 Employment in the industry 
While numbers in the workforce are always fluctuating, the following information 
for 2003 provides a guide. 

• An estimated 58,000 are employed in the industry, comprising 8.6% of the 
total South Australian workforce 

• The majority of the workforce is male, although females play a pivotal role in 
small family businesses managing administration and finances 

• Approximately 17% of the workforce is employed on a part-time basis 

• 64% of the workforce is below 45 and 36% is 45 or older, proportions which 
reflect the workforce as a whole 

2.1.4 Business size 
The industry is dominated by small and micro businesses. 

• approximately 68% of all firms in the industry are non-employing businesses, 
the third highest proportion of self employed businesses in South Australian 
industry 

• the majority of businesses (54%) are in the $100k - $499k range, with 27% in 
the $50k - $99k range 

2.1.5 Regional distribution 
There is a high concentration of construction industry activity in metropolitan 
regions due to the high demand for private or commercial dwellings in these areas.  
Nonetheless, one quarter of the industry resides in non-metropolitan regions.  Also, 
approximately one quarter of all building licence holders in the South Australian 
industry reside in non-metropolitan regions.   

2.1.6 Qualifications 
The proportion of the workforce with skilled vocational qualifications is high 
compared with the levels held by the entire workforce.  The proportion with diploma 
or higher level qualifications is well below the workforce average, while just under 
half of the construction industry workforce has no post-school qualifications – 
similar to the Australian average.   

2.2 The Construction Industry Training Fund Act 1993 
The cyclical nature of building and construction activity motivated employer and 
union bodies in the South Australian building and construction industry to 
increasingly voice their concerns in the late 1980’s and early 1990’s at the impact of 
this fact on the available stock of skilled labour in periods of industry buoyancy.  
They argued that insufficient levels of skilled labour would ultimately result in the 
loss to South Australia of possible new contracts to the industry. 

To address these concerns, the industry proposed the introduction of a levy, and 
associated training fund, with the aim of improving the level of skills of new and 
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existing employees in the industry and thereby increasing productivity and 
efficiency within the industry as a whole.   

In response to industry’s position, the South Australian Parliament enacted the 
Construction Industry Training Fund Act in 1993.  The Act currently provides for the 
collection of a compulsory training levy calculated at the rate of 0.25% of the value of 
most building and construction work carried out in South Australia in excess of 
$15,000. 

The monies collected from the levy make up the Construction Industry Training 
Fund.  The Fund is administered by the tripartite Construction Industry Training 
Board.  The Board is required to prepare a training plan for the purpose of improving 
the quality of training and to increase the level of skills in the building and 
construction industry across key skill areas of the three sectors of the industry.  The 
training plan must set out priorities for employment related training to be paid for 
from the Fund. 

The Act also provides that the Board is a principal advisor to the 
State/Commonwealth Ministers for employment and training on any matter related 
to training in the building and construction industry. 

2.3 The 1997 Review and subsequent developments   
The first review of the Act was undertaken by Coopers and Lybrand Consulting in 
late 1997.  The report of the review was presented to the South Australian Parliament 
in March 1998 and was subsequently released by the Government for public 
consultation.   

In October 1998, as a result of the Coopers and Lybrand recommendations, the 
Government agreed in principle to the continuation of a training levy in the 
construction industry and requested further work to address the issues identified in 
the 1997 review.  The additional work, undertaken by a Government Working Party, 
involved a further round of stakeholder consultations and was concluded in 
September 1999.   

The Working Party found strong industry support for the Government’s in- principle 
agreement to continue the training fund and recommended in summary that: 

• the levy threshold be raised from $5,000 to $15,000 

• the levy rate of 0.25% remain unchanged 

• there be no exemptions from the levy for businesses undertaking training of 
their own workforce 

• there be no action taken in response to the introduction of the GST 

• the legislation be amended to clarify the definition of ‘project owner’ and to 
exclude from the levy plant and equipment that does not form an integral 
part of the building or construction work (while some aspects of the 
installation of such plant and equipment should be subject to the levy) 
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• various administrative and operational matters related to the composition 
and operation of the Board be addressed 

• there is a further review at the end of 2002. 

The Working Party’s recommendations were adopted by the Government, with the 
exception of those related to excluding training practitioners from appointment to 
the Board and the exemption of local government from payment of the training levy.  
Where relevant to the Act, the recommendations were reflected in the Construction 
Industry Training Fund (Miscellaneous) Amendment Bill 2000, which was passed by 
the South Australian Parliament in late 2000 and came into effect on 31 March 2001.  
For administrative efficiency, certain amendments came into effect on 1 July 2001.  
Various consequential and administrative amendments were made to the 
Regulations under the Act. 

During the course of the process of amending the Act in late 2000, the Government 
determined that the levy calculations would continue to be made on the contract 
price inclusive of the Goods and Services Tax because this was consistent with 
legislative arrangements pre GST whereby all government taxes and charges (e.g.  
wholesale taxes) were included in the contract price. 

On the advice of the Crown Solicitor, an amendment to the Regulations was made in 
late 2002 to address a perceived technical ambiguity in the legislation and to confirm 
that the levy is payable on the contract price inclusive of the GST.     

2.4 Training levies overseas and in Australia 
Various types of training levies have been adopted by overseas countries as a way of 
increasing employer involvement and responsibility for training.  Revenue 
generating levies are commonly assessed by these countries as a percentage of 
enterprises payrolls, at a fixed rate per working hour or at a fixed rate per employee.  
Less frequently overseas, training levies are assessed on companies’ production or 
export value or the value of work contracts. 

In reflecting on the international and Australian experience, one commentator from 
the ILO has suggested that a training-levy system that is owned and controlled by 
industry groups, including worker representatives, such as in South Australia, may 
have a better chance of success than a system that is national, the Training Guarantee 
Levy Scheme being an example of the latter.  The advantage of such a system is 
thought to lie with the fact that firms within the industry decide whom to train and 
what form the training should take.  The extension of this point is that a training levy 
system should ensure equity of access to training for all workers, particularly those 
who are least qualified and who have the least bargaining power. 

In Australia, four jurisdictions, in addition to South Australia, have building and 
construction industry training funds – Western Australia, Tasmania, Queensland and 
the Australian Capital Territory.  New South Wales is in the planning stage of 
introducing a Fund.  The schemes have in common the philosophy that the industry 
itself has a directive role in determining the content of training and how funds 
should be allocated. 
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In practice, the schemes also follow a common model.  Boards, constituted by 
employer and worker representatives, develop annual training plans.  An 
administrative arm collects a levy and disburses funds in line with the plan.  The 
levy is set at a modest level.  It is not expected to cover all employers training 
expenditure, but is mostly directed at replenishing the skill stock for the industry 
through both entry level training and providing skills for the existing workforce.  
The objectives, strategies and outcomes articulated by each jurisdiction for entry 
level and current worker training are also broadly similar. 

Within this broad common model, there are variations in emphasis between the 
respective jurisdictions, including in relation to the respective funding balance 
between entry level and current worker training programs, the targeting of funds 
towards specific trades where there are skill shortages and the differentiation 
between group training schemes as employers and individual employers.   

2.5 South Australian Policy Context 
The Construction Industry Training Fund Act operates within a broader set of 
arrangements for workforce skill development and industry advisory arrangements 
in South Australia, which in turn form part of the Government’s general social and 
economic policy directions.     

2.5.1 Framework for Economic Development  
A Framework for Economic Development in South Australia was publicly released in 
May 2003.  The Framework encourages collaboration between industry and the 
community to identify and respond effectively to future skill development needs.  
The paper emphasizes that industry needs to lead the improvement of skills 
development, and that this leadership should be supported by the education sectors 
and the whole of government in order to maximize outcomes.   

The Framework points to the need for improved advice for young people on career 
options and pathways and for government to encourage and facilitate collaboration 
between education and training organisations and industry, including the sharing of 
labour market intelligence and models for the joint delivery of education and 
training. 

2.5.2 Skills for the Future 
The Skills for the Future final report was also released in May 2003.  The report 
proposed a workforce development model to improve the quality of South 
Australia’s labour market and to support individuals in developing their potential 
skills and value.  Three broad areas for strategic intervention were proposed: 

• increasing the demand for higher order skill from large and small companies 
and increasing the demand for skill from individuals 

• improving the alignment and adaptability of the supply of training and 
ensuring development opportunities are available to all South Australians, 
especially those most disadvantaged in the workforce 
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• providing a whole-of-government framework which promotes the 
development of a skilled workforce to support innovative firms and strong 
labour markets throughout South Australia 

The cornerstone of the report’s strategic and integrated approach to investing in skill 
and sharing the costs is the recommendation that ‘the Government should facilitate 
further industry-based training funds modeled on that of the building and construction 
industry in those industries critical to the success of the State’s Strategic Economic Plan.’ 

2.5.3 New Times, New Ways, New Skills 
The Government’s Ten Point Plan for Action New Times, New Ways and New Skills 
was released in July 2003.  The Plan draws upon the earlier reports in outlining the 
infrastructure, mechanisms and strategies required to develop South Australia’s 
workforce for the future.  The Action Plan provides the following set of principles 
against which activities such as the Workforce Development Strategy and Fund will 
be guided: 

• skills must be developed in the context of both work and community life 

• higher level skills must be fostered to improve our global competitiveness 

• strategies must improve access and outcomes for society’s most 
disadvantaged groups 

• funding must involve a fair mix of contributions from industry, individuals 
and government 

• quality in the design and delivery of vocational education and training must 
be maintained and public confidence in the value of vocational skill 
development increased 

• social and broader economic benefits must be incorporated into performance 
measures 

• a seamless system resulting from collaboration across educational sectors, 
including schools, TAFE and further and higher education, must be created to 
provide a rich variety of learning and certification pathways. 

2.5.4 Future Industry Advisory Arrangements  
The report on Future Industry Advisory Arrangements in South Australia was 
concluded in October 2003.  The report had its genesis in the decision of the 
Commonwealth in 2002 to withdraw funding for State industry advisory 
arrangements and builds on the subsequent South Australian review of industry 
training advice in that same year. 

The report was also referenced to the work at the national level by the Board of the 
Australian National Training Authority to create a new composition for national 
industry advisory arrangements based on a stronger emphasis on planning for future 
skill needs. 

The report provides advice on the nature and scope of industry advice on skills 
formation and training issues and the appropriate mechanisms and arrangements for 
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the provision of high quality advice to Government.  Specifically, the report 
advocates that the arrangements must enable government to receive bi-partite, 
independent advice from industry and that their functions are three-fold in nature: 
state focused, national interface and strategic functions.  The Construction Industry 
Training Board was identified in the report as an existing body that already aligned 
with the new national Industry Skill Council for the building and construction 
industry.   
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Part 3: Approach to the Review 

3.1 Consultations 
The review was built around a comprehensive program of targeted consultations 
with individual members of the CIT Board and the Board’s senior administrative 
staff, the Construction Industry Forum (a peak advisory body representing the 
construction industry and private and public sector industry clients), employer and 
employee groups and industry associations, State Government and Local 
Government Association representatives, local councils and other stakeholders, 
including representatives of training organisations, group training schemes, regional 
development bodies, individual employers and contractors from the industry and 
other interested individuals.   

Two public meetings were held in Adelaide and one in Whyalla. 

A discussion paper was prepared as the basis for the consultation program.  The 
discussion paper outlined the background and context for the review and examined 
the following three broad categories of issues covered by the review’s terms of 
reference: 

• the effectiveness of the Board and its sector Committees in terms of their 
exercise of statutory functions and their governance; 

• the effectiveness of the current levy scheme; and 

• the size of the building and construction industry’s skill base and the quality 
of training in the industry and its contribution to the achievement of a high 
performance workforce. 

The discussion paper set out a number of consultation questions as an aid to the 
consultation process.  The process was not, however, constrained by those questions. 

Ten written submissions to the review were received.  (See appendix 1).   

The fact of the review and the availability of the opportunity to attend public 
meetings and to provide written submissions were advertised in the Adelaide 
Advertiser on Wednesday 31 March, Saturday 3 April and Monday 5 April.  Key 
stakeholder groups were contacted by letter directly for this purpose by the Steering 
Group Chair and Review Executive Officer.    

The Department’s website also carried information about the review, in particular 
the dates, location and contact details of the public consultations, the Terms of 
Reference and the Review Discussion Paper.   

3.2 Evaluation Framework 
Consistent with the terms of reference, the review is structured around an evaluation 
of the effectiveness and efficiency of the Board and Committees and levy scheme and 
the appropriateness of the Act more broadly, as follows: 
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effectiveness: being the extent to which the Board, Committees and levy scheme 
have achieved their objectives, including (where the data allows) a comparison of 
present outcomes versus the past so as to assess indications of improvement or 
decline. 

efficiency:  being the outputs of the Board and scheme for the given level of resource 
inputs, with a particular focus on the governance arrangements and levy scheme 
management and administrative processes. 

appropriateness (on-going fitness for purpose):  being the currency of the Act’s 
objects and whether there is still the same need for the Act, including an assessment 
of the extent to which the objects of the Act contribute to South Australian 
Government policy and priorities. 

The approach to the review was also conditioned by two important considerations.   

First, it is instructive to recall the underpinning rationale for the Act in the first place: 

‘It is critical for members to note that the drive for the establishment of the levy and 
associated fund has come from employer and union bodies within the industry.  This is 
a case where the industry has recognized a problem and taken steps to rectify it.  The 
government is consequently responding to a direct approach from industry for 
assistance….As the initiative has come from industry itself, it has been important that 
the industry partners were directly involved in the drafting of the legislation, to ensure 
that the individual and broad concerns of industry are met’.  – 

 from the second reading explanation for the Construction Industry Training 
Fund Bill, House of Assembly.  (Hansard, 10 November 1992 p.  1286) 

The above extract is instructive because it reinforces the importance of gathering, 
representing and considering the views of industry on the matters canvassed in the 
review.  This importance is reflected in the structure of the report where the views of 
industry stakeholders are systematically reported.   

Secondly, during the consultations for the review stakeholders took the opportunity 
to comment on issues related to the effectiveness of the Board and levy scheme that 
went beyond the terms of reference for the review, including matters of policy and 
operational detail (for example, the balance of expenditure between the Current 
Worker and Entry Level Programs).  The report sets out the collection of views of 
stakeholders on these matters and offers comments as appropriate.   
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Part 4: Outcome of the consultations 
This Part provides a high level summary of the outcomes of the consultations 
undertaken for the review.  It concentrates on the perceived strengths and 
weaknesses of the Act and its operation. 

4.1 Stakeholder Perspectives  
Unsurprisingly, the consultations revealed a variety of perspectives on the Board and 
the levy scheme.   

A number of different stakeholders were represented in the consultations, including 
employer associations, unions, government policy makers and funders, providers of 
training, group schemes, individual board members and employers and direct 
recipients of training funded through levy proceeds.  The Construction Industry 
Forum put forward the views of its members in a dedicated consultation.   

Within these broad groups, sub-groups were apparent.  Some employer associations 
represent members drawn from specific sectors of the industry, while others span the 
sectors.  The various unions have a variety of members reflecting the trade-based and 
non-trade-based workforce of the building and construction industry.  Policy makers 
and purchasers commented from their areas of policy interest and expertise.  
Providers came from public, private, enterprise and community contexts, while 
individual trainers reflected a similar diversity of views.   

The different interests that motivate each of these groups led them to have differing 
perspectives on the skill and training needs and challenges for the building and 
construction industry.  It was also apparent from the consultations that such different 
interests also translated into different perspectives on the effectiveness of the Board 
and the operations of, and outcomes from, the levy scheme.  Within each group, 
there would inevitably be further idiosyncrasies as individual experiences and 
preferences impact upon people’s determination of what they expect from the Board 
and levy. 

In an industry as diverse as the building and construction industry, the Board and 
Fund need to cater for a variety of needs.  This is not an argument that the Board and 
Fund need to be ‘all things to all people’, but is rather a counsel that the Board 
should be striving for the best possible approach which accommodates a wide range 
and diversity of legitimate stakeholder views and interests. 

4.2 Strengths and Weaknesses of the Act  
The consultations point to overwhelming endorsement across the stakeholder groups 
for a legislated levy, the purpose of which is to apply the levy proceeds for training 
in the industry as directed by an industry-led Board. 

The Act was also widely seen as presenting a powerful unifying influence and 
mechanism for the building and construction industry, with a common refrain that 
the arrangements bring ‘some coherence to the different tribes’ and is the ‘nearest 
thing to the industry working together for a common purpose’. 
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Other commonly nominated strengths of the Act included: 

• The very existence of a coherent organisational framework which provides 
for the collection and disbursement of levy proceeds; and 

• The encouragement of improved industry attitudes toward education and 
training. 

A number of commentators, however, criticized aspects of the operation of the 
arrangements under the Act.  While these are elaborated upon in some detail in Parts 
5 and 6 of the report, the dominant weaknesses were thought to lie with: 

• The presence on the Board of those with perceived vested interests; and 

• The operation of aspects of the key Board policies and programs, and in 
particular the Entry Level Training Program. 

A feature of the commentary on the strengths and weaknesses of the Act and its 
operations is its contradictory nature in parts, particularly in relation to the efficacy 
of the Board’s policies and programs.  The contradictions are largely explained by the 
differing interests and perspectives of the particular stakeholders offering the 
comments. 

Misconceptions  

As an initial observation, the review has noted from the consultations the persistence 
of two basic misconceptions related to the purposes and operation of the Fund.   

First, that the levy is paid by the industry itself, as distinct from the reality that the 
levy is a public levy paid by the retail consumer of construction services, the cost 
being one that is usually passed on to the consumer as a cost of production.   

This perception conditions expectations from many in the industry that the levy 
revenue is ‘our money that we have a right to access’.  However, the revenue is more 
appropriately characterized as public funds entrusted to the industry to manage and 
expend in the interests of the industry and South Australian community as a whole. 

The second misconception relates to the common expectation that all of the building 
and construction industry’s training needs will be met from levy funds.  The reality 
is that CIT Board funding represents only a proportion of the overall publicly –
funded education and training effort for the industry, and a smaller proportion of the 
overall investment in training (both public and private) in the industry.     

This second perception appears to have had two knock-on consequences: first, the 
CIT Board has been ascribed more power to influence skill and workforce 
development than is the case; and secondly, expectations are apparent that the levy 
should support training to develop enterprise-specific skills to drive competitive 
advantage (a private benefit), as distinct from industry-wide skills that relate to the 
core competence of the workforce (a public benefit). 

These perceptions held by stakeholders are critical because they fundamentally 
condition the attitudes of many in the industry about the operations of the levy 
scheme and the CIT Board.   
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The review considers that part of the answer to dispelling the misconceptions lies 
with the development of a communications strategy for the CIT Board.  The absence 
of a systematic approach to informing and communicating with the industry is a 
significant strategic weakness at the moment.  This issue is considered in more detail 
in Part 6 of the report. 

Partnership with government 

The relationship between the Board and the Government is good.  There are strong 
linkages primarily exercised through the Chair’s relationship with the Minister and 
through the excellent relationships at the operational level between the 
administration of the Board and officers of the Department.   

Under the Act, the relationship is principally defined by the requirement for the 
Board to prepare a training plan for the industry which will be used by  Government 
in the development of its global Workforce Development Strategy. Notwithstanding 
the importance of the Annual Training Plan, the contribution of the Government to 
its development has tended to focus on process rather than substantive policy input.  

The interaction between the Board and Government in relation to the Annual 
Training Plan mirrors the character of the relationship more generally. There is little 
evidence of a genuine partnership at the strategic level between the Board and 
Government whereby the Board’s investment is fully coordinated with the 
Government profile-funded Student Contact Hours for the building and construction 
industry, and whereby the two work together to improve the targeting of 
mechanisms and incentives to encourage and promote industry investment in 
training.  There is a sense that the planning and funding activities of the Board and 
Government intersect but are not integrated.  

The review believes that the concept of a partnership between the Board and the 
Government, and its articulation as such, is important for two reasons: first, at the 
most pragmatic level to maximize the effectiveness of the investment in training for 
the industry; and secondly, to optimize the contribution of the Board to broader 
Government priorities, such as addressing skill shortages, developing a high-
performance workforce and adopting leveraging practices to stimulate industry 
investment in training.      

4.3 The extent of change      
The views from the consultations about the need for, and extent of, change were 
mixed.  Some held a ‘steady as she goes’ position, with suggestions for change 
directed to the margins of the operations of the current Board programs (e.g.  the 
refinement of the Current Worker and Entry Level Training Programs).  The 
majority, however, considered that it is opportune to consider some substantial 
changes. 

This majority view seemed to be partly grounded in a historical perspective of the 
operation of the Act and the Board.  This perspective maintains that the current 
arrangements were appropriate for the establishment and ‘settling in’ phase of the 
Board’s operations where the industrial parties and, indeed, the industry sectors 
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themselves were getting a feel for how to work collaboratively together.  This 
perspective goes on to suggest that this phase has passed and that the Board now 
needs to be more strategic in its orientation, and that some of the traditional  
‘protections’ in the form of the ‘veto’ and sector hypothecation of funding are now 
redundant.  These issues are explored in more detail in Parts 5 and 6 of the report.   
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Part 5: Effectiveness of levy scheme 
This Part considers the effectiveness of the levy scheme.   

5.1 Introduction to the levy scheme 
The CITF levy is imposed at the rate of 0.25% of the estimated value of construction 
projects over $15,000 in South Australia.  The levy is payable by the Project Owner 
and is, therefore, a cost which is built in to the final contract price and usually paid 
on the project owner’s behalf by the Builder or Prime Contractor.   

There are exemptions to the levy, including construction carried out on 
Commonwealth land, and facilities such as petroleum processing and power 
generation.  Work carried out on agricultural land by the owner of that land is also 
exempt. 

The following chart shows levy collections and the overall level of activity in the 
South Australian construction industry since 1996. 

 
 

Diagram 1: Industry Levy and Construction Work Done (SA) Current Prices 
(Original)  
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The following chart shows how the ‘share’ of levy collections by sector in 
construction market has changed in the recent past. 
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Diagram 2: Levy Source by Sector 
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The introduction of the CIT Board’s Levy and Training Administration System 
(LaTAS) in mid 2000 has significantly streamlined the levy administration process, 
including the ability for payment to be made via the web.  The following table shows 
the sharp increase in the volume of on-line levy payments between 2002/03 and 
2003/04. 

 

Diagram 3 : On Line Levy Payments 02/03/04   
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On-line training claims and payment of a range of Entry Level Training program 
initiatives, including Quality Funding and Apprentice Tuition Funding, is also 

as identified “optimisation of information exploitation” as a key element 
of its strategic direction statement.  This will entail a formal evaluation of E-business 

utcomes 

led widespread support for the progressive streamlining of 
the levy administration process and, in particular, the opportunity for payments to 

ed expressed satisfaction with the support provided by the 
CIT Board in relation to their role as collection agencies for the Fund. 

ctor existed during the period when the 
as in force and prior to the operation of 

and review and CITF Working Party review addressed the 
issue and reported strong industry support for a legislated levy. 

, industry support remains strong.  Indeed, some groups 
which were reported to be ambivalent about the existence of a mandated, as opposed 

notes the overwhelming support from the industry for the retention of a 
legislated levy.  The review also notes the industry view that the concept is consistent 

available.   

The Board h

processes including the effectiveness of LaTAS.  To date stakeholder feedback to the 
Board has been overwhelming positive in terms of, for example, reducing errors and 
reworking of claims.  Refinement, continuous improvement and further increasing 
uptake of online claims and payments will be a feature of the Board’s effort in the 
coming year.   

Consultation o

The consultations revea

be made via the web.   

Local Councils consult

5.2 Support for legislated levy 
A voluntary training fund for the housing se
Commonwealth’s Training Guarantee Act w
the CITF Act.  The effect of the introduction of the CITF Act in South Australia was to 
make levy payments mandatory across all sectors of the State’s building and 
construction industry. 

The Coopers and Lybr

Consultation outcomes 

As reported in part 4.2

to voluntary, arrangement in the 1997 review have since shelved their concerns.  
Those very few groups that continue to oppose the levy do so from a perspective that 
it represents a tax on consumers that contributes to increased construction costs.  It is 
their view that there is no evidence of improvement in skills development in the 
industry.   

Discussion 

The review 

with the cornerstone of the strategic and integrated approach in the Skills for the 
Future report to investing in skills and sharing the costs of that investment.   
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Recommendation 

That the strong industry support for a mandatory levy, the purpose of which is to apply its 
proceeds for training in the building and construction industry as directed by an industry-led 
Board, be noted and that, accordingly, a legislated levy be maintained.   

5.3 Nature of training levy 
The alternative to the current project-value-based levy is one which is labour-based.   

Options for movement to a levy system based on labour costs identified in the 1999 
CITF Working Party review included: 

• utilisation of the payroll tax system; 

• utilisation of existing infrastructure operating within the industry, specifically 
the Construction Industry Long Service Leave Act 1987; and 

• working within the existing CITF Act framework by benchmarking the value 
of the labour component for projects within each of the three construction 
industry sectors. 

The Working Party noted in its report that ‘ there was almost unanimous support by 
industry for the continuation of the training levy in its current form and little support 
from key industry stakeholders for a shift to a labour-based as opposed to project-
value-based levy’. 

Consultation outcomes and discussion 

Not unexpectedly, the imposition of a labour based levy is likely to be seen as a tax 
on employment and consequently may act as a disincentive to small business to take 
on additional workers.  The structure of the industry which is made up of a small 
number of large businesses and a myriad of self employed individual contractors 
would militate against its implementation and effective coverage of the industry.   

There was no support in the consultations for changing the current project-value-
based nature of the levy. 

Recommendation 

That the levy remains project-value based. 

5.3 Allocation of levy proceeds by sector 
The Act requires that the Annual Training Plan provide for the allocation of funding 
for training to each sector of the industry in approximately the same proportions 
contributed by the respective sectors to the Fund. 

The issue of the statutory requirement for funds to be allocated to sectors in 
approximate proportion to their collection drew varied commentary in the 1997 
review.  Some stakeholders considered it to be the most equitable approach, while 
others thought that it was not strategic and unnecessarily constrained the focus and 
effectiveness of the scheme.  A further group of ‘cross-sector’ organisations 
advocated the establishment of a separate Sector Committee responsible for cross 
sector services with its own allocation of funding.   
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The Working Party in 1999 reported a ‘noticeably increased level of support for 
cross-sector funding as compared to the situation evident at the time of the 1997 
review’.  Noting that the 1999/2000 Annual Training Plan provided an allocation of 
$4 million for cross-sector activities, the Working Party agreed with the proposition 
of the Board at the time that it should continue to exercise flexibility in determining 
the proportion of funding to be allocated for cross-sector training purposes.  At the 
moment, any shared expense (e.g.  nearly all current worker courses are ‘split’ across 
the three sectors) is agreed in advance of the Annual Training Plan process. 

South Australia is the only jurisdiction that formally allocates funds on a sectoral 
basis. 

Consultation outcomes 

The consultations revealed mixed and strongly-held views about this feature of the 
Act’s operations.  Some groups considered the sector-based allocation to be an article 
of faith because of the differences in work methods, culture and training needs and 
priorities between the sectors.  Others vigorously opposed the current allocation 
model, with the argument commonly advanced that the sectoral distinction is a 
fiction because the workforce ebbs and flows between the sectors.  An extension of 
this argument is that workers incorrectly nominate the sector in which they are 
working, resulting in an over-representation and use of training funds for one sector 
as against another.   

Discussion  

The review has noted the opinion held by some that the cross-sectoral movement of 
the workforce is not backed up by hard statistical evidence.  The review has also 
noted the recent exercise whereby the Board’s Cross-Sector Working Party allocated 
approved courses to particular sectors rather than relying upon an individual’s 
selection of which sector he or she is employed in – the result being little difference in 
the eventual sectoral split. 

The review accepts that there are indeed differences between the sectors which 
comprise the industry and that these differences need to be recognised and 
accommodated rather than resisted and discounted. 

Nonetheless, the review is unable to see how either the absence of clear data about 
the movement of the workforce or the differences between the sectors supports an 
inevitable outcome whereby it is enshrined within legislation that the funding is 
allocated to sectors in approximate proportion to their source of collection. 

The sectoral differences can be recognised in the organisational arrangements for the 
provision of advice to the Board, and specifically by the formation of three distinct 
industry advisory committees for this purpose.  (see part 6.4).   

The outcome of the exercise undertaken by the Cross-Sector Working Party does not 
support the perpetuation of the current legislative prescription.  In fact, the exercise 
goes to show that the industry is capable of coming to the appropriate result in terms 
of the distribution of training support between the sectors (i.e.  with the split 
representing the level of activity and therefore the need to provide skills for the 
respective sectors) without the prescription. 
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The review considers that it is consistent with the reported maturing of the 
arrangements under the Act, and the associated renewed emphasis on a strategic role 
for the Board, that the legislative sectoral allocation formulation be removed.  
Accordingly, the requirement in section 32 of the Act that the training plan must be 
prepared on the basis that money from the Fund for the provision of training must be 
proportionately allocated to each sector should also be dropped.   

The effect of these changes will be to remove an impediment which substantially 
limits the general discretion that the Board would otherwise have in allocating 
money for training purposes.  It will enable the Board to respond more 
unambiguously on behalf of the industry as a whole, a particularly important 
consideration in the event of the likely future down-turn in building activity and, 
therefore, levy revenue.   

Additional savings will also result in what is considered to be significant accounting 
and administrative activity in the allocation of income, expenses and subsequent 
expenditure on a sector basis.   

The review has not reached this conclusion lightly because, as was made clear in the 
consultations, at least one sector only agreed to the establishment of the training levy 
on the basis of segmented funding.  The review is hopeful this position might be 
reconsidered. 

Recommendation 

That the legislative requirement for the allocation of funding to sectors in approximate 
proportion to the contribution by the respective sectors to the Fund be removed and that 
consequential changes be made to the Act.       

5.4 Rate of levy 
The CIT Board has the power to recommend a variation to the rate of the levy 
(currently set at 0.25%) but to date has determined no variations to be necessary.    

The Coopers and Lybrand review recommended that the CIT Board should 
investigate the reduction of the rate over time to promote and respond to the 
increasing self-sufficiency of the industry in meeting its training needs.  Noting 
evidence that the industry had in fact reduced its financial investment in training, the 
Working Party review recommended that the current levy rate remain unchanged, 
but be periodically reviewed by the CIT Board in conjunction with industry. 

In maintaining the levy at the current rate, the CIT Board has been mindful of the fact 
that at no time has levy revenue declined from one year to the next (with the 
exception of 2000/01 due to the activity spike experienced ahead of the introduction 
of the GST).   

In the event the economic cycle sees a reduction in building activity, the maintenance 
of CIT Board program activity at current levels would require an increase in the levy. 

Consultation outcomes 

The issue of the levy rate in a reducing revenue environment attracted two schools of 
thought in the consultations.  The majority view recommended that if levy income 
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falls through reduced activity, then the CIT Board needs to reprioritise its 
expenditure and not seek to increase the levy.  Some commentators thought that the  
reserve fund should continue to be applied to ‘even out’ any adverse impacts of 
lower training expenditure over time.  Another, minority, view was that the Board 
should increase the rate to reflect the anticipated ‘fall-off’ in revenue.   

Discussion  

The review notes that the management of available funds and the reserve in a period 
of cyclical downturn in activity is a core role for the Board.  A simple reflex response 
which would see the rate rise as activity falls off is inappropriate.  The decision for 
the Board will be based on complex considerations, including the implications for the 
reserve of maintaining current expenditure commitments and the implications of 
introducing adjustments to expenditure on current program activity.   

The review understands that the Board is currently modelling a number of scenarios 
over a forecast period from 2005 – 2010, based upon the options of the status quo, 
reduced expenditure and various increases to the rate.   

The review fully endorses the initiative of the Board in undertaking a long-term 
strategic assessment of available options.  In this context, the review notes that the 
status quo would not appear to be sustainable because it places too great a strain on 
the Board reserves.  The review also notes the difficulty of ‘selling’ an increase in the 
rate in the absence of clear measures for assessing the performance and value of CIT 
Board funded training to date (see part 6.3).   

Recommendation 

That the on-going work of the CIT Board in relation to the appropriate rate of the levy in the 
context of estimated declining levy revenue be noted.        

5.5 GST inclusiveness 
The levy is currently calculated on the contract price inclusive of the GST.  This is in 
line with the legislative situation pre GST when the levy was calculated on the 
contract price inclusive of all government taxes and charges eg wholesale tax.  The 
issue was the subject of considerable debate at the time this situation was confirmed 
by the Regulations in 2002.   

Consultation outcomes 

There was vociferous opposition from employer associations to the calculation of the 
levy on the contract price inclusive of the GST.  Commentators based their 
opposition on a belief that the arrangement represents a ‘tax on a tax’ and is 
inconsistent with intergovernmental agreements entered into at the time of the 
introduction of the GST.   

Discussion  

The issue was debated at length, including by the CIT Board, in 2002.  The Crown 
Solicitor’s advice to the Department at the time, with respect to the ‘tax on a tax’ 
issue was that there is no legal reason why this should not occur and that “whether the 
GST is to be taken into account (for the purposes of determining certain liabilities) 
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depends upon the terms of the particular enactment.”.  In other words, it is a policy 
argument as to whether or not the legislative framework provides for a GST 
inclusive or GST exclusive response.   

The advice cited examples of the following different approaches taken by the State 
government at the time of the introduction of the GST.   

• the Pay-Roll Tax Act 1971 was amended to disregard the GST in certain 
circumstances 

• the Stamp Duties Act 1923 was amended to require that, for the purposes of 
calculating stamp duty liability, the GST would be included in the purchase 
price of a property, on rental business income, insurance premiums, and the 
price or value of motor vehicles.   

The Crown Solicitor also pointed out that “prior to the introduction of the GST, the 
wholesale sales tax paid on building materials and fixtures would have been taken into 
account in the assessment of levy.  Pay-roll tax, the WorkCover levy, stamp duty, customs 
duty and fuel excise all affect the value of building work and have always have been , and still 
are taken into account when assessing the levy.” 

In the event that, with the introduction of the GST, significant amounts of additional 
income flowed into the Fund, sufficient to warrant a downwards adjustment of the 
levy rate, Section 21 of the Act provides a mechanism for the Board to recommend 
this course of action to the Minister.  To date, the Board has not made such a 
recommendation, presumably because either in their view the additional costs to the 
consumer are considered insignificant to warrant such a move or the Board has 
determined any additional income flowing to the Fund would assist in 
supplementing the expected income losses which will accrue as building activity 
slows down post GST.   

It should also be noted within this context that, while the Board is able to recommend 
to the Minister that the levy rate is decreased, it is also able to recommend that the 
rate is increased if there is a projected shortfall in Fund income sufficient to impact 
seriously on the industry’s future training and skill requirements.   

The review notes, and is in no position to contest, the view of the South Australian 
Government that the policy position adopted in relation to the calculation of the levy 
on the contract price inclusive of GST is consistent with intergovernmental 
agreements.  

Recommendation 

That the levy continues to be calculated on the contract price inclusive of the GST.    

5.6 Levy threshold 
Amendments to the CITF Act in 2000 increased the levy threshold from $5,000 to 
$15,000.  The amendments were motivated by the Government’s concern not to 
impose an unnecessary administrative burden on builders undertaking projects 
which were low in value.  The effect of the amendment at the time was to decrease 
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the Fund’s training income by 3%, but to reduce by around 27% the number of levy 
payments. 

Consultation outcomes 

The overwhelming view from the consultations is that the levy threshold remains 
appropriate.  The review notes that the CIT Board keeps the issue under review from 
the perspective of the training income/levy payment administration costs trade-off. 

Recommendation 

That the levy threshold remains at $15,000. 

5.7 Levy exemptions 
The CITF Act contains exemptions related to the mining and petroleum industry 
sectors, agricultural land and to power generation, whereby turbines and like 
components of power stations are exempt. 

Beyond these categories of exemption, the levy captures most building and 
construction activity.  The issue of what constitutes building and construction work 
and what does not is defined in Schedules 1 and 1A of the Act and is further 
qualified by exclusions detailed in the Regulations under the Act.  Amendments to 
the Act in 2000 clarified issues related to the treatment of plant and equipment.  Plant 
and equipment is leviable where it constitutes an integral part of the building and 
construction work.  Where plant and equipment is not essentially part of a building 
or structure, it will not be leviable, but some aspects of its installation will be.   

A broader issue in relation to exemptions emerged during the Working Party review 
in 1999.  An argument was put that employers who demonstrate significant training 
of their own workforce should be either exempt from the levy or should attract a 
rebate for incurring the levy. 

The Working Party noted the mixed views from industry about this proposition and 
concluded that ‘it would not be to the advantage of industry to implement such a 
concept at this time’. 

The issue of an exemption from payment of the levy in favour of employers who 
made a contribution to some other form of training (e.g.  a group training scheme) of 
equal value to the levy resurfaced as an amendment proposal during the passage of 
the Construction Industry Training Fund (Miscellaneous) Amendment Bill 2000 
through the Parliament.  The effect of the amendment would have been to 
significantly reduce revenue to the Fund and to spawn a likely proliferation of 
smaller funds.  Implementation of the exemption would also have required the Board 
to design a raft of additional administrative and operational procedures suitable to 
guide the staff in the exercise of what would have been statutory discretions 
conferred upon it.  The amendment was not adopted. 

Consultation outcomes 

There was little discussion of the issue of levy exemptions during the consultations.   
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Discussion 

It would seem that, while a general exemption of the sort proposed during the 
Parliamentary debate on the Construction Industry Training Fund (Miscellaneous) 
Amendment Bill 2000 may work in theory, its practical application militates against 
the philosophy of a strategic approach to training and skills investment which is 
operated by the Board under the current model.   

With respect to the specific exemptions under the Act, the Board has prepared 
guidelines dealing with the more difficult issues for persons conducting assessments. 
These guidelines also assist the contracted auditors in applying the new definitions. 
Recognising that essentially a self-assessment system is used to determine liability to 
pay the levy, the Board intends to deal with any issues with plant and equipment 
through greater education and publicity across the industry.  This work should 
include providing access to the guidelines by industry.    

5.8 Levy compliance 
The CIT Board has developed guidelines dealing with the Board’s statutory 
responsibility to ensure compliance with the Act and Regulations.  Activities related 
to these responsibilities revolve around the administration of the Fund and, in 
particular, are designed to ensure that all training levy liabilities are collected. 

There are three strands of compliance activity: 

• Monitoring and investigation, whereby the Board generally monitors the 
industry by checking government and private industry reports of building or 
construction works that have commenced or are about to commence.  This 
leads to the collection of levies that are not caught by the building approval 
process of local councils.  Where persons fail to pay the levy before work 
commences, they are formally advised of their legal liability.  Where they 
then comply the matter is closed.  Where they do not comply they are liable to 
be fined for late payment or prosecuted. 

• Statement of project completion process, whereby on all building and 
construction works valued at $200,000 or more, the Board sends letters to 
project owners advising them of the provisions of section 26 of the Act (under 
which the project owner must notify the Board of variations in the actual 
value of work which exceeds $25,000) and requesting the final value of the 
completed construction works. 

• Formal independent audit process, whereby building and construction 
projects or project owners are randomly selected for formal audit by 
independent auditors contracted by the Board to undertake this role.  All 
projects valued at $4 million or more qualify.  There are usually about fifty 
conducted each year.  The Board is not a party to the process of selecting 
which companies will be audited. 
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Consultation outcomes and discussion 

There was little discussion of issues to do with levy compliance during the 
consultations. Where raised, the comments were supportive of the compliance 
arrangements. 
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Part 6: Effectiveness of CIT Board and Committees 
This Part considers the effectiveness of the CIT Board and sector committees.  The 
effectiveness of the Board and committees is considered in relation to their statutory 
functions; the key Board policies and programs; the quality of outcomes; and 
governance. 

A diagrammatic representation of the current Board committee structure, current at 
the time of the review and effective from late 2003, follows: 

Diagram 4:  Revised Board Committee Structure:  
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The restructure centred on the formation of two key Board Committees: the Finance 
and Audit Committee, which is primarily concerned with the collection and 
management of the fund; and the Training Policy Committee, which establishes the 
framework to guide the disbursement of funding. 

As discussed in Part 2, the review considers that the Board must develop a 
communications strategy.  Such a strategy would need to be developed in close 
consultation with the Government and would need to, in part, explain the totality of 
the investment in education and training for the industry, and the role the levy plays 
within that investment.  A properly planned and resourced communications strategy 
would also consider the best means of explaining the policies and operations of the 
CIT Board to stakeholders.   

It is suggested that the strategy should be guided by the following principles: 

• Starts from the target audience perspective; 

• Builds communications into every aspect of the Board’s operations; 
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• Is premised on the notion of communicating immediately and often, 
including the results or outcomes of change; 

• Actively seeks as much feedback as possible to understand how the industry 
is responding to policies and programs; and 

• Positions change with clear consistent messages from the Board. 

Recommendation 

That the Board develop as a matter of priority a communications strategy to be guided by the 
principles referred to above. 

6.1 Statutory functions 
The Act specifies a range of Board functions.  These are individually examined in this 
section of the report. 

a) act as a principal adviser to the South Australian and Commonwealth 
Ministers on any matters relating to training in the building and 
construction industry 

The building and construction industry is the only industry in South Australia where 
there is a legislated requirement for the provision of industry advice to government 
as a function of an industry-led Board also established by legislation. 

The function embraces roles and responsibilities previously exercised by designated 
industry advisory bodies known as ITABs.  The CIT Board was the designated ITAB 
for the building and construction industry in South Australia, a role which attracted 
separate State funding.  Recent changes to national and State funding has seen a 
reduction in this funding. 

A new industry advisory structure is evolving in South Australia, with the CIT Board 
currently engaged in this arrangement through the ‘Interim ITAB Chairs Forum’.  
Approximately 8 or 9 industry skills councils will result.  An outcome of the evolving 
structure is likely to see the CIT Board assuming on-going responsibility for the 
building and construction industry and, as the new Industry Skills Council 
exercising industry advisory functions under the following three main categories: 

State focused  
• Promote skills formation and investment in it 

• Assist VET implementation, particularly: 

o Facilitate apprenticeship/traineeship pathways 

o Facilitate workplace/RTO partnerships 

• Identify gaps in national qualifications and input to ensure they are filled via 
Training Package review or State accredited courses 

• Contribute enterprise and industry intelligence to government’s VET 
planning and review processes 
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• Facilitate workplace access for young people seeking or in training 

• Advise State and national VET policy development as appropriate 

National interface 
• Prime responsibility for South Australian industry’s role in the national VET 

system, including Training Package development and review 

Strategic functions 
• Support to workforce development in South Australia, through for example: 

o Support for the integration of skills formation with the achievement of 
business goals and employee aspirations 

o Identification of workforce skill trends and emerging skill needs, 
including generic and living skills 

o Support for integrating workplace relations and skill formation 

o Consideration of issues relating to career advice and the attraction and 
retention of a skilled workforce 

Various of these functions are little different from those undertaken previously by 
the Board’s ITAB staff (which were in the past government funded). However, some 
are new and additional advisory functions to those previously funded through 
historical ITAB arrangements.   

The current advisory role to the Commonwealth Minister under the Act has not been 
exercised in practice.  Nor has the Commonwealth Minister sought to exercise 
his/her power to refer matters to the Board for advice. 

Consultation outcomes 

Some commentators were keen to limit the role of the Board to simply administering 
the Fund – providing a conduit for the flow of funding in accordance with an agreed 
formula.  Indeed, there was a suggestion that there is a conflict of interest for the two 
functions, advisory and administrative, to be handled by the same Board.  This view 
coincided with a position that the Board’s role is to facilitate the provision of training 
through fund collection and disbursement and not to take a leadership role. 

Other commentators acknowledged a role for the Board in providing advice to 
Government, but sought to have that role contained to advocacy and information in 
relation to the Annual Training Plan.  An extension of this line of argument was that 
additional functions, such as in relation to Training Package development and 
review, should be provided on the basis of a fee-for-service arrangement. 

In relation to the quality of the advice provided to government, some saw little 
evidence of the Board’s influence.  The perspective from the Government, on the 
other hand, was that the quality of information from the CIT Board on training in the 
industry is very good. 
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Discussion  

The review does not support the removal of the Board’s industry advisory role and a 
future one-dimensional focus for the Board on administration of the levy scheme.  
The review does not agree with the view that the roles represent a conflict of interest, 
nor that the Board should be a facilitator and not a leader.  The two roles are not 
mutually exclusive and an effective Board should both lead and facilitate, as the 
context requires.   

The synergy in the advisory and funding roles is clear.  In particular, the 
administration of the Fund and access to the data from the Levy and Training 
Administration System provides the Board with a powerful tool for engaging with 
industry and exchanging market intelligence between industry and government 
regarding future training priorities.  This lies at the heart of the Board’s advisory 
responsibilities.   

The responsibility of government to properly participate in and support the exercise 
of the roles is equally clear.  The review does not consider it is appropriate for the 
Government to treat the Board’s income stream through the levy as an opportunity 
to ‘short-change’ the Board in funding its industry training advisory role.  The 
general arrangements introduced by the Government for this purpose across all 
industries, which comprise a blend of core funding and fee-for-service funding for 
non-core activities, should apply equally to all industry advisory bodies, including 
the Board.  Furthermore, any decision by the Government to “defund” this function 
is likely to send a strong negative signal to other industry sectors where there may be 
interest in replicating the CITF model.   

At the same time, there is a responsibility on the Board to properly service its 
industry advisory functions.  In this respect, the review notes that the orientation of 
the Board – reflected in its Committee structure for example – has been toward 
managing its responsibilities in relation to the levy and Fund.  Notwithstanding the 
quality of information provided, the industry advisory role has been treated by the 
Board as a subsidiary responsibility, with relatively sparse attention paid at Board 
level to its position as a ‘principal training advisor’ to Government.   

One practical way of addressing the issue and maximizing the synergies in roles 
would be to place the more day-to-day industry advisory responsibility with the 
Training Policy Committee.  This is not to suggest the Board itself should not be 
giving attention to the role, but rather to acknowledge that the confluence of the two 
roles is more likely to find practical expression at the Committee level.  The Board 
will also need to give greater prominence to its industry advisory responsibilities in 
the proposed communications strategy. 

The review also proposes that the Board’s role under the Act to provide advice to the 
Commonwealth Minister be removed.  Apart from not having been exercised in 
practice, the Commonwealth’s decision to discontinue funding for State-based 
industry advisory arrangements suggests the formal relationship described in the 
Act is no longer appropriate.  This outcome would require consequential 
amendments to remove subsections 7(6) and (7) of the Act. 
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Recommendations 

That the function of the Board as a principal training advisor to the South Australian 
Minister be confirmed, and that: 

The role be resourced by the Government on the same basis as for other industry advisory 
structures; and 

• 

• The Board exercise a more ‘hands on’ role in relation to the exercise of the function. 

That the function of the Board as a principal training advisor to the Commonwealth Minister 
be removed from the Act. 

b) administer the Construction Industry Training Fund 
Administration of the Fund is taken by the CIT Board to pick up the activities of 
funds collection, management and expenditure. 

Funds collection comprises the set of processes introduced to ensure leviable projects 
are identified, the levy is paid prior to the granting of building approval, and that 
upon completion any variation in project value is recorded and adjustments made.  
The major components of the collection process discussed in Part 5 include: 

• the migration to on-line levy payment 

• collection agent processes 

• project monitoring, reconciliation and audit 

• random project audits 

• prescribed audit of large projects 

• refunds and levy adjustments 

Funds management and expenditure encompasses the raft of policies, programs and 
processes developed by the Board to ensure the Fund is efficiently and effectively 
expended in line with the prescribed objectives.  Examination of the policy 
frameworks and the resulting program activity underpinning management and 
expenditure effectiveness is considered in more detail in part 6.2 which examines key 
Board Policies and Programs.   

An essential component of sound corporate management relates to the adequacy of 
the Board’s Reserves. Since the inception of the Fund, accumulated trading surpluses 
have been maintained as a Reserve.  The Board currently has accumulated reserves 
of just over $7 million. 

The Board has recently revised its Reserves policy. The new policy provides for the 
maintenance of two components of Reserve funds: a Prudential Reserve and a 
Strategic Reserve. 

The aim of the Prudential Reserve is to allow the Board to meet all existing 
obligations in the event the Fund is wound up or the Board is unable to collect the 
levy. The Reserve is to comprise an amount revised annually on the basis of the 
Board’s forward contractual obligations, appropriate provisions and associated 
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administrative costs for a period of three months. It is linked to cancellation clauses 
in all CIT Board contracts of the same period as a means of containing CIT Board 
exposure.  

The Prudential Reserve is calculated on the basis of current policy settings and 
contractual obligations. Currently it comprises: 

• Entry Level Training, to a total of $1.4M, in turn consisting of: 

o Quality Funding: three month notice period for the termination of the 
agreement and one months claim outstanding, i.e. to be processed or 
not yet received 

o Tuition Funding: two months claims outstanding, i.e. to be processed 
or not yet received. 

• Current Worker Program, to a total of $1.7M: three month notice period for 
the termination of the agreement and three months claims outstanding, i.e. to 
be processed or not yet received. 

• Revenue, to a total of $1.4M: providing a capacity to absorb a 15% shortfall in 
levy revenue collected. 

• Other expenses, to a total of $0.7M: representing an amount to enable the 
Board to finalise its affairs, including staff entitlements and provision for 
litigation. 

The net level of the Prudential Reserve is to be reviewed and adjusted annually to 
reflect the surplus or deficit for each sector based on the audited financial results for 
the relevant financial year.  It reflects the notional attribution of the Reserve by 
Sectors under current policy. 

The Strategic Reserve comprises the balance of accumulated funds.  The aim of the 
Strategic Reserve is to address unforseen training needs and opportunities that may 
arise.  The Board may also choose to apply funds from the Strategic Reserve in order 
to address strategic needs which the Board considers merits expenditure. 

The Review understands that the Strategic Reserve is to be accessed during 2004/05 
in order to fund an anticipated operating deficit arising from the determination to 
maintain training levels in the face of an anticipated decline in levy revenue, to a 
maximum of $0.5M.     

Funds not immediately required for use are invested consistent with guidance 
provided in the Act and in accordance with State Government policy.   

Levels of expenditure are determined in accordance with the policy settings set as a 
consequence of the development of the Annual Training Plan and its integration 
within the various program settings and the CIT Board budget. 

Consultation outcomes 

The opportunity was taken by some commentators to indicate their support for the 
current formulation for the Fund reserves and to reiterate the need for transparent 
sector reserves and their opposition to a pooling of sector funds. 

 40



 

Discussion 

Consistent with the recommendation in part 5.3, the review supports the revised 
Reserves policy, but without discrete sector reserves. 

c) to prepare training plans in accordance with this Act 
Training plans are to be developed in accordance with Part 6 of the Act.   

Under Part 6, each year the CIT Board is required to prepare a training plan ‘for the 
purpose of improving the quality of training, and to increase the levels of skills in the 
building and construction industry across all skill areas of that industry’.  The plan is 
approved by the Minister. 

The Annual Training Plan is developed with regard to the CIT Board’s three year 
Strategic Plan and charts the policy drivers for training funding for the forthcoming 
year and the funding programs and allocations which respond to those drivers.  The 
Plan has ‘doubled-up’ in the past as advice to Government in the context of the 
Board’s ITAB role.    

Consultation outcomes and discussion 

This function did not attract specific commentary in the consultations.  The review 
considers the function to have been effectively exercised by the Board. 

d) generally to coordinate training and personnel development within the 
building and construction industry 

The CIT Board has adopted a facilitation role in relation to training rather than a 
more direct coordination role.  The exercise of a role in these terms has been 
influenced by the nature of the training market, characterized by a range of 
independent commercial training providers, and the fact that CIT Board funding 
support is one of a number of sources of funding for training in the industry. 

The Board acts as a purchaser of training on behalf of personnel within the industry 
and, in accordance with this requirement, maintains a level of independence and 
distance from the industry’s training providers.  The Board operates a User Selected 
arrangement whereby subsidies follow training participants to the provider of their 
choice.  Providers are required to be Registered Training Organisations under the 
national VET sector quality system (the Australian Quality Training Framework) and 
to also be registered with the Board.  Board registration enables the Board to verify 
that all providers are RT0s and that the training being delivered meets the needs of 
industry as recommended by the sector committees and approved by the Board.   

Consultation outcomes and discussion 

The function did not attract specific commentary in the consultations, except to say 
that some providers were unclear about the process utilized by the Board for 
determining “need” and why one program was funded instead of another.  Again, 
providers, as well as those needing to be trained, would benefit from understanding 
the Board’s process for determining what will be funded and why.   

The review notes that the CIT Board does not appear to have taken a direct position 
on ‘personnel development’ except to the extent such development is advanced 
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through the Doorways to Construction Program (see part 6.2) and through training 
and skills acquisition more generally.  Notwithstanding this, the review considers the 
function to have been effectively exercised by the Board.   

e) promote increased productivity, career opportunities, personal 
satisfaction and occupational health and safety within the building and 
construction industry through training 

The CIT Board has interpreted ‘promotion’ in the context of this function as seeking 
to generally advance these outcomes (as distinct from advertising or engaging in 
public awareness raising) through the provision of financial incentives of various 
kinds, primarily by subsidizing the cost of selected training programs and through 
engaging specifically in assisting young people to enter a building industry pathway 
through Doorways To Construction.   

Nonetheless, specific attention has been paid by the CIT Board to marketing the 
range of careers in the industry to students and the community.  CIT Board 
personnel attend career and community events and have developed a suite of 
marketing tools that provide an overview to students interested in pursuing careers 
in operations, general trades, wet trades, paraprofessional and professional careers in 
construction.   

Occupational health and safety has been a specific focus of training activity, with 
initiatives such as the Green Card (whereby a generic ‘Site OH &S Induction’ is 
provided) now a permanent part of the industry.   

Consultation outcomes and discussion 

One line of commentary in the consultations thought that such a menu of outcomes 
encouraged a sense that the Board was set up to be ‘all things to all people’, rather 
than focusing on doing a ‘few priorities well’.  The review considers this point to be 
well made, but also that the Board is best placed to make judgments about the 
relative importance of the particular outcomes it can influence through financial 
incentives.   

Another commentator took the opportunity in the context of this function to note the 
importance of access and equity as a strand in the Entry Level Training Program, but 
that the indirect reference in paragraph 11 (e) of the Act is the ‘closest the Act gets to 
mentioning equity and diversity’. 

‘it may be possible to argue that the promotion of career opportunities and personal 
satisfaction infer that employees and aspiring employees should receive a ‘fair go’ and 
even equality of treatment.  However, there is no direct requirement for the Board to 
take into account issues of equity and diversity’. 

The comments go on to make a strong case that positive strategies of equity and 
diversity are directly related to productivity.   

The review agrees that the Act would benefit from an explicit reference requiring the 
Board to have regard to equity and diversity considerations in exercising its 
functions.  The review notes in this context the principle in the Government’s 10 
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Point Plan for Action which provides that ‘strategies must improve access and outcomes 
for society’s most disadvantaged groups’.      

There was widespread agreement in the consultations about the importance of the 
Board in actively engaging in the process of attracting people to the industry and  
influencing career choices by young people and the existing workforce.  The ageing 
of the workforce was regarded as a particular concern, with the gap in qualified 
trades people in their 30’s and 40’s forecast to have profound downstream 
consequences.  Some commentators were moved to suggest that career choice 
decision-making is the single biggest issue facing the construction industry.  The 
need for the further commitment of significant financial resources to marketing the 
industry to young people was universally pushed.  This investment is not just a 
responsibility of the Board, but is a matter which must be addressed by the 
Government and industry in partnership. 

Recommendations 

That the Act be amended to require the Board to have regard to equity and diversity 
considerations in exercising its functions. 

That the Board and Government, in partnership, build on groundwork provided by the 
successful Doorways to Construction program and develop other initiatives to attract young 
people to the building and construction industry. 

f) review and evaluate employment related training programmes to ensure 
that they meet the training and skill requirements of the building and 
construction industry, and to support appropriate training programmes 
in the building and construction industry 

This function has been exercised by the CIT Board at three levels: 

1. in the development phase of the training program (for example, through the 
Board’s ITAB functions, reviewing and commenting on curricula or training 
packages) 

2. through surveys of individuals who have participated in CIT Board funded 
courses under the current worker program.  This post training evaluation has 
been targeted to those courses of higher risk, being those that are more 
expensive or those where large numbers undertake training. 

3. through periodic audit undertaken by service providers. 

Consultation outcomes and discussion  

The function attracted no substantive comment in the consultations.  It is worth 
noting, however, that the Board has a key strategic aim of maximizing its use of data 
and information in the interests of achieving continuous improvement and increased 
levels of effectiveness.  Evidence based research coupled with a regime of hardnosed 
evaluation are prerequisites for achieving this outcome.   

The review considers the function to have been effectively exercised by the Board. 
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g) ensure a more equitable distribution of effort amongst employers in 
relation to employment related training in the building and construction 
industry 

The CIT Board has interpreted ‘effort’ as ‘training effort’ and has consciously sought 
to maximize the ‘spread’ of that effort across the building and construction industry 
in general.  The Board is aware, however, that a large number of contractors, 
particularly in the housing sector, have not engaged with CIT Board programs.  This 
includes a number of contractors who employ directly indentured apprentices.   

This issue lies at the heart of concerns expressed by some commentators about 
dismantling the sector boundaries.  It is an issue which warrants careful thought 
within the confines of the Board’s policy arena and its resolution is critical if the 
Board is to ensure that the distribution of training effort occurs efficiently and is 
spread equitably across all sectors of the industry.   

LaTAS will enable the CIT Board to track and map the spread of training effort by 
maintaining a training history on each eligible worker, even if they move out of the 
industry over time. 

Consultation outcomes and discussion 

The function attracted no substantive comment in the consultations except as an 
underlying concern about access/ownership of reserve funds.  The review considers 
the function to have been effectively exercised by the Board. 

h) initiate, carry out, support or promote research into the training and 
personnel needs of the building and construction industry and to 
develop and implement policies, plans and programmes to meet those 
needs 

Research has underpinned the planning and advisory functions of the Board, with 
specific attention paid to industry activity and employment and training trends to 
support the industry training plan.  Research projects have included: 

• desk research to inform the first CITB Strategic Training Plan 

• the training needs survey program 

• the post training evaluation survey program 

• the review of entry level training for the industry 

• skill shortages in the industry 

LaTAS has enhanced the Board’s research capability and has enabled a number of 
benchmark measures to be established that will enable trends to be identified and 
analysis undertaken in areas such as training numbers, training hours and training 
expenditure by geographic region, sector, equity groups, training location and skill 
area.  The training history record keeping capacity of LaTAS is also a powerful 
research tool. It is understood, however, that there has been a declining level of CIT 
Board expenditure on research in recent years. 
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Consultation outcomes and discussion 

There was some skepticism in the consultations about the need for expenditure on 
research.  However, the majority of those who commented upon the function 
acknowledged the importance of evidence-based decision making by the Board, and 
therefore, the need for appropriate investment in research and evaluation. The 
review agrees that without planned and well-conducted research, the strength and 
integrity of Board decision-making will be compromised.   

The review notes that the new categories of industry advisory functions referred to 
earlier will require a substantial research capability on the part of the CIT Board. 

Recommendation 

That the Board continue to invest in research activities (and increase its actual level of 
investment) both to support its industry advisory role to the Government and in relation to 
the investment in training through the Fund.   

i) liaise with educational, professional and training bodies (in either the 
public or private sectors) in relation to training and personnel 
development within the building and construction industry 

The liaison function has involved the CIT Board’s engagement with national and 
State based stakeholders across educational, professional and training domains, 
including National Skills Councils, the Interim ITAB Chairs Forum, the Australian 
Federation of Construction Industry Training Funds, industry associations, employee 
associations and the National Centre for Vocational Education Research. 

Consultation outcomes and discussion 

The function attracted no substantive comment in the consultations.  The review 
considers the function to have been effectively exercised by the Board. 

j) promote, undertake or support programmes designed to facilitate the 
international exchange of information relevant to training or personnel 
development within the building and construction industry 

The CIT Board has established contact with a number of overseas bodies including 
CITB United Kingdom, CITB Northern Ireland and CITB Malaysia. 

Consultation outcomes and discussion 

The function attracted no substantive comment in the consultations.  Discussion with 
Board staff would indicate this function has been exercised modestly and, as would 
be expected, on a needs basis only.  Accordingly, the review considers the function to 
have been effectively exercised by the Board. 
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6.2 Key Board policies and programs 
6.2.1  Introduction to Board policies and programs  
The functions of the Board are in the main ‘operationalised’ through its key policies 
and programs.   

The provision of financial incentives (training incentives) is the principal mechanism 
by which the CIT Board exercises influence in the building and construction industry 
training market.  The incentives are applied through two broad policy platforms: 
current worker training and entry level training.  Only approved Registered Training 
Organisations under the Australian Quality Training Framework may provide 
training services to the CIT Board.  The nature and level of funding support is 
defined by the Board and reviewed on an annual basis, a process informed by 
industry stakeholders represented on the sector committees.   

CIT Board expenditure for 2002/03 by program is set out in the following chart. 

Diagram 5: CITB Expenditure 2002/2003 - by Program (Total $9.73M) 
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Consultation outcomes 

There was an overall acceptance by all stakeholders of the need for the two principal 
policy platforms adopted by the Board: one directed to entry level training and the 
other to the existing workforce.  Significant differences of opinion were, however, 
apparent from the consultations about the relative importance of each and the 
appropriate levels of funding which should be applied to each. 

One organisation thought that the policy responses of the Board were too 
conservative.  The organisation advocated the exploration of innovative forms of 
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funding, beyond “simply funding group training schemes and training providers”, to 
encourage training participation and uptake.   

It was also apparent from the consultations that there is a significant degree of 
confusion about the detail of the policies, with a number of commentators revealing a 
misunderstanding of their content, particularly the detail of guidelines related to 
funding and eligibility.   

Discussion 

The review supports the Board’s twin policy platforms as the foundation of a 
balanced policy mix.   

Entry-level training is important because it represents the best form of investment to 
ensure a sustainable flow of new entrants to the industry.  Training for the existing 
workforce is equally important because it allows a more rapid response to skill areas 
that are in demand.  The review does not have a view on the appropriate funding 
split between the two programs, except to note that it is a split that will vary from 
time to time as conditions in the industry change and that it is a matter which the 
Board is best-placed to determine.   

The suggestion that the Board consider more innovative forms of funding, or at least 
to scope their potential, is supported.  The review also notes the principle from the 10 
Point Plan for Action that ‘funding must involve a fair mix of contributions from industry, 
individuals and government’. 

The review suggests that such funding might include using a proportion of the Fund 
for leveraging purposes, either to encourage a co-payment from industry/enterprises 
for the delivery of CIT Board funded training or cost-sharing through in-kind 
industry contributions comprising equipment, trainer time or facilities.  Leveraging 
the Fund could work well in tandem with the application of Government funding.  A 
very practical example of this might involve the Fund being used to off-set a top-up 
fee per Student Contact Hour (SCH) charged by Government for the delivery of 
profile funded SCH to cover the full cost of training in the workplace.   

The confusion from stakeholders about the detailed content of the Board’s policies is 
understandable as the guidelines related to these policies are not published or 
generally available.  The review proposes that the guidelines, as amended from time 
to time, be posted on the CIT Board website.   

Recommendations 

That the Board consider the potential for a broader and more innovative use of the Fund, 
including its use for leveraging industry contributions to training. 

That the Board post the guidelines related to its policy platforms, including funding criteria 
for its programs and conflict of interest policy, on the CIT Board website. 
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6.2.2 Up-skilling and Cross-skilling (Current Worker) Program 
The core purpose of the Current Worker Program is to support the participation of 
eligible individuals and enterprises in skill development activities that lead to 
improved workplace performance.  Eligible persons are defined to mean those who 
are normally resident in South Australia and can reasonably be expected to be 
employed in any of the segments of the SA building and construction industry. 

During 2002/03, the CIT Board supported nearly 25,000 training places, of which 
23,000 places were in the area of cross-skilling and up-skilling of current workers.  
The Board has developed detailed guidelines which cover the identification of 
training available for funding, the criteria for approving training providers and the 
setting of course prices.   

The current arrangement (‘user selected funding’) enables the CIT Board to strike a 
price it is willing to pay for an eligible person to be trained to meet a particular 
outcome and then to enter into contracts with training providers who meet certain 
criteria, including compliance with the AQTF, to deliver the training.   

The spread of places, illustrated in the following chart, tends to be in short-duration 
skills or knowledge-focused training programs. 

Diagram 6: Skill Areas - Training Places 02/03 
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Over 8,900 training places (40%) of the total in the Program were supported in OH&S 
training, mainly through the ‘Green Card’ program.  Core trade skills places 
comprised around 6,800 places.  This category embraces a broad range of courses 
from steel framing, machine and plant operations, wall and floor tiling, and courses 
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based around improvements in technology and materials.  The remaining training 
places were funded in support and business skills such as business management, 
office computer applications, building codes and standards and other assorted 
training. 

Consultation outcomes 

The general perception is that the Current Worker Program is operating 
satisfactorily.  There were, however, suggestions that the Program should be further 
orientated towards IT, business skills and financial training, with less emphasis on 
the core trade skill places.  There were also suggestions that the Program be adjusted 
to achieve the opposite result i.e.  a reduction in non-core trade skill training.   

Concerns were expressed about the eligibility criteria for accessing the Program, with 
criticisms leveled at the exclusion, for example, of those engaged in kitchen and 
bathroom manufacturing and furnishing. 

Finally, there is a perception that the Current Worker Program is not as frequently 
reviewed as the Entry Level Training Program and that the effectiveness of the 
Program is difficult to discern. 

Discussion 

The review notes that, as with all funding models, the perception of the merits, or 
otherwise, of the Current Worker Program model is largely driven by the impact of 
the model on the interests of those offering comment.   

The review is not in a position to judge the appropriateness of the actual balance of 
expenditure across the skill development activities agreed by the Board.  The review 
believes that the Board is in the best position to reconcile the competing interests, 
and does so in an effective fashion. 

The same applies to the Program’s eligibility criteria.  Contrary to common belief, the 
rationale of the eligible person policy is not based upon whether the work is site-
specific.  Rather, eligibility is assessed in the first instance on the basis of the primary 
role of the business.  If the business unit substantially performs building and 
construction work, as defined in Schedule 1 of the Act, within South Australia, then 
all persons employed within the business who normally reside in the State are 
eligible.  ‘Substantially’ means that a minimum of 80% of the SA business unit’s 
value of work undertaken in the State is within the building and construction 
industry. 

If the business unit does not meet the 80% rule, then a person will still be eligible if 
they perform building and construction work consistent with the occupations listed 
in an attachment to the policy.   

Under this formulation, workers engaged in the off-site manufacture of components, 
such as window frames, doors and kitchens, as distinct from the on-site 
installation/erection of the same, are precluded from accessing program funding.  
Similarly, the Board has chosen not to fund occupations such as sign-writing, even 
though some interstate bodies do. 
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The review understands that the Board must seek to define the boundaries of the 
industry so as not to incur a funding burden that exceeds the capacity of the Fund.  
In this, there will be winners and losers.  The review considers that the Board has 
delineated those boundaries in as fair and equitable a manner as possible.  For 
example, encouraging applicants to explore other readily available sources of 
funding (i.e. the Commonwealth funded Workplace Language and Literacy 
Program) and maximizing the application of funds for direct construction-related 
training are entirely appropriate responses to rationing a finite resource.  Again, 
what is important for the Board is that the definition of these boundaries must be 
accompanied by transparent communications which explain the basis of decisions 
taken by the Board.    

The review also notes that there are certain expectations from parts of the industry 
that particular categories of funding (e.g. the Green Card training support) are 
almost recurrent in their nature.  In other words, some believe such programs will be 
funded in perpetuity.  The changing nature of the industry and the finite nature of 
the Fund mean that the Board cannot afford to allow these expectations to take root.  
Fundamentally, the Program needs to remain ‘nimble’ and capable of adaptation to 
changing priorities.    

The review has also considered the criticism that the Current Worker Program has 
received relatively light treatment by way of review and evaluation.  The review 
notes that since the mid-1990’s the Program has been ‘reviewed’ and adjusted on 10 
occasions, with major changes in 2000 and 2003, and is satisfied that the level of 
periodic scrutiny has been appropriate.   

Recommendation 

That the Board continue with the Current Worker Program, adjusting the actual spread of 
expenditure across skill development activities as appropriate from time to time. 

6.2.3 Entry Level Training Program 
The Entry Level Training Program has three strands – Careers, Access and Equity 
and Apprenticeship and Traineeship Support. 

Careers strand 
The Careers strand is overseen by the Entry Level Training Reference Committee and 
involves the distribution of career information (discussed earlier) and the ongoing 
development of the Doorways 2 Construction (D2C) VET in Schools program. 

Introduced in 1999/2000, D2C , which incorporates the Certificate 1 from the General 
Construction Training Package together with industry placements, was originally 
delivered through six programs and involved 140 secondary school students.  In 
2002/03, 16 programs were offered involving 248 students.  As at June 2004, over 400 
students, in 21 clusters covering 70 schools, are participating in the D2C program, 
with evidence of further demand for additional programs.  

D2C provides good coverage in regional areas and areas of socio-economic 
disadvantage. One program is dedicated to Indigenous students.    
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In 2003, 140 students from 12 programs were surveyed about their experiences of 
D2C and their plans for the future.  Some of the key results were: 

• 128 students plan to pursue a career in the industry 

• 131 students believe D2C will help them get the jobs they want 

• 132 students want to pursue further training, with the most popular option 
being an apprenticeship 

• the top three reasons listed for doing D2C were to learn new skills, to 
improve employment opportunities and for personal enjoyment 

• the three major things gained by respondents were new skills and 
knowledge, experience with hand and power tools and knowledge of the 
construction industry. 

Consultation outcomes 

With the isolated exception of a few commentators who oppose VET in Schools 
programs for ideological reasons, the Doorways to Construction Program was 
lauded in the consultations.  The review notes, and supports, the Board’s 
commitment to further grow and develop the D2C Program. 

Access and equity strand 
The access and equity strand involves specific strategies to address under-
represented groups.   

The CIT Board has addressed this objective by supporting the increase in the 
representation of apprentices/trainees from equity groups, including in 2002/03: 

• providing an additional quality funding incentive for five female apprentices; 

• providing funding access to three additional Group Training Organisations 
operating across regional areas, resulting in increased apprentice/trainee 
placements in regional areas to 100 in 2003; 

• supporting a trial initiative for youth at risk/with learning disabilities 
whereby two young people were placed into apprenticeships; 

• funding four apprentices with disabilities who are training in the industry; 
and 

• supporting 22 building and construction apprentices/trainees from an 
Aboriginal and Torres Strait Islander background. 

The CIT Board has also reported that its target of 5% of female participants in the 
Current Worker Program was not met for 2002/03. 

Apprenticeship and traineeship support strand 
The apprenticeship and traineeship support strand provides support for people who 
are undertaking a contract of training in an occupation.  The CIT Board has two 
funding initiatives: Tuition Incentive Funding and Quality Funding. 
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Tuition Incentive Funding is provided to offset the cost of tuition fees incurred by the 
employer and/or apprentice/trainee.  It is available to both directly indentured 
apprentices/trainees and those employed by Group Training Companies.  Funding 
may be utilized to subsidise costs such as enrolment fees, general service fees and 
materials costs, but not tools, clothing or transportation costs.  The funding is capped 
for the overall contract of training and for the claimable amount in any one year 
(currently $330 per year and $990 over three years). 

Quality Funding is provided to organisations to encourage them to provide a high 
quality level of training to their apprentices/trainees.  Eligible organisations have to 
meet the following criteria: 

• employ more than 20 apprentices/trainees in construction specific  
occupations  

• demonstrate a capacity to meet the Quality Funding key performance 
indicators 

• are not Government Departments or Agencies. 

The amount of Quality Funding per apprentice is calculated by multiplying a base 
funding amount by a vocational ranking.  The formula sees an average of $3,360 paid 
annually for each apprentice, with variations according to vocation. 

During 2002/03, the CIT Board allocated $4.2 million to Group Training 
Organisations who, together, employed 1,254 apprentices/trainees.  The following 
chart sets out the number of CIT Board funded apprentices between 2000 and 2003. 

Diagram 7: CITB funded apprentices/trainees 1998 – 2004 
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For 2004, nine applications for Quality Funding were received from Group Training 
Organisations, with all satisfying the eligibility criteria.   

The Group Training Organisations utilize the Quality Funding in various ways and 
in various amounts consistent with the key performance indicators in their contract 
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with the CIT Board.  Some Organisations use all of their funding to discount their 
charge-out rates to the host employers of apprentices/trainees and others use a part 
of their funding for this purpose. 

The issue of funding for group training schemes was seen as ‘contentious’ in the 1997 
Review, with two schools of thought apparent from the public consultations: first, 
that funding ‘to group training schemes should be maintained or increased (then at 
35% of CIT Board funding) as apprentice training would be inadequate in the 
absence of the funding’; secondly, that funding should be reduced and reallocated in 
this area ‘given the availability of government funding for group training schemes’. 

Consultation outcomes 

The issue of funding Group Schemes has remained ‘contentious’.  As in 1997, the 
consultations generated a range of views.   

The importance of Group Schemes to the preservation of a strong and viable 
apprenticeship pathway in the building and construction industry was constantly 
reiterated.  To quote one submission: 

‘Group Training Schemes evolved out of a need fueled by the cyclical nature of the 
industry.(They) helped ensure continuity of employment for the apprentice, a 
structured learning environment through placements with different host employers in 
different sectors of the industry and above all an education which was independently 
evaluated and monitored, including issues of OH&S and pastoral care.’  

The review frequently heard the claim that a majority of organisations in commercial 
and domestic construction would not employ an apprentice in their own right and 
would only be associated with apprentice training through a Group Scheme. 

‘Our experience with host employers is that they have never previously employed an 
apprentice and would not commit themselves to a four year employment responsibility, 
particularly as their own work schedule is unpredictable and erratic’. 

The ‘value-add’ to the apprentice from their employment by a Group Scheme was 
argued to lie with the enhanced level of pastoral care, including comprehensive 
induction programs for host employers and regular field visits to ensure compliance 
with OH&S requirements and that the on-the-job components of the course are 
actually being delivered and that all competencies are being properly addressed.  
The ability to deal with personality conflicts between an employer and apprentice, 
potentially resulting in the apprentice losing employment, by moving the apprentice 
to another host employer was also nominated as a strength of the Group Schemes. 

Again to quote one submission, the net effect of the investment in Group Schemes by 
the Board was considered to have been: 

‘to ensure that the majority of apprentices that commence in the industry not only 
complete their training but that they are able to access a broader range of training’. 

Other commentators were more skeptical about the value of the return from the 
Board’s substantial investment in the Group Schemes.  A number relied upon the 
fundamental position that the level of building activity is a more significant factor in 
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influencing apprentice commencements in targeted vocation areas than the level of 
CIT Board funded support. 

The ‘substitution’ argument was also raised, whereby it was maintained that the 
growth in the proportion of apprentices employed by Group Schemes simply 
represents a substitution or transfer of employment responsibilities from business to 
group training companies without there being any net benefit for the industry.  In the 
same vein, the reportedly enhanced completion rates of Group Scheme apprentices, 
over the rates for directly-indentured apprentices, was contested.   

Significantly, at the heart of the arguments from a number of skeptics was the view 
that the Board’s level of investment in the Quality Funding initiative is directly 
related to the interest held by some organisations represented on the Board in 
individual Group Schemes that benefit from funding.  These commentators were also 
unconvinced that the benefit of the greater part of that funding, in fact, was passed 
on to the host employers by way of reductions in the rates charged for the 
apprentices by the Schemes.     

Concerns were expressed in the consultations about the instability in the policy 
settings for the Entry level Training Program.  The most recent iteration of the policy 
was designed to be effective from 1 January 2003 to 31 December 2006, with a review 
scheduled for January 2005.  The policy was, however, reviewed in late 2003, with 
consequential changes to funding and weighting criteria introduced for the 2004 
calendar year.  As part of these changes, a cap was placed on the number of 
apprentices employed by the Group Schemes which would attract Board funding.  A 
number of the Group Schemes reported that they had by then apparently already 
employed more than the capped number allocated to them.   

Apart from the direct impact of the most recent policy changes, the Group Schemes 
expressed concerns about the implications of constant change for their long-term 
viability and effectiveness, including their relationships with host employers who are 
making business decisions about taking on an apprentice partly on the basis of the 
‘charge-out’ rates levied by the Schemes.   

Criticism was leveled at the Board policy that Group Scheme apprentices are not 
eligible to access CIT Board funding for ‘up-skilling’ training undertaken during the 
course of their apprenticeship.  Directly indentured apprentices, on the other hand, 
are able to access such funding.   

Finally, some Group Schemes thought that the current Quality Funding 
arrangements were too rigid, in the sense of locking in numbers of apprentices by 
vocation.  The Schemes were looking for some alternative to the current requirement 
whereby adjustments to the mix of vocational placements must be activated by a 
formal request for a contract variation.   

Discussion 

The following discussion is premised upon an understanding by the review that the 
Board is currently in the process of finalising a new set of objectives for the Entry 
Level Training Program and a new funding model.   
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As a threshold point, the review found it difficult to untangle some of  the claims and 
counter-claims in relation to the effectiveness of the CIT Board funding for Group 
Schemes.  The review, therefore, went back to first principles and was assisted in this 
exercise by the NCVER publication Group Training in Australia (Phillip Toner, Duncan 
Macdonald and Nic Croce), published in 2004.  In examining the proportion of group 
training companies reporting that they employed a particular type of apprentice, the 
NCVER report noted: 

‘The large proportion of group training companies reporting employment in the 
construction trades is to be expected, given that construction firms have a large range of 
those impediments to continuing employment of apprentices that group training 
companies are intended to redress….In the construction industry, the impediments to 
the employment of apprentices are intensifying.  This is due to factors such as the small 
size of many firms and the high propensity amongst such firms to discharge employees 
as business cycles turn down.’ 

The report also considered the general issue of substitution.  The view of the 
researchers was that: 

‘while there may be some degree of substitution, there is a strong case that, overall, 
group training companies have complemented or even increased the level of 
employment of apprentices, over the level that would have been achieved in their 
absence’. 

A key consideration for the researchers in coming to this conclusion was the data 
which suggests that the decline in apprentice training would have been greater had it 
not been for the countervailing effect of group training companies.   

The starting point for the review’s comments about the apprenticeship and 
traineeship support strand of the Entry Level Training Program is, therefore, a firm 
belief that the Group Schemes funded by the CIT Board play a pivotal role in 
apprenticeship training for the building and construction industry.   

The review is also persuaded by the specific conclusions in the NCVER report in 
relation to the issue of the substitution of group training for direct employer 
investment in training.  Essentially, the on-going debate about the substitution effect 
is not particularly productive. 

As a further important point, the review is also confident that there has been no 
impropriety stemming from the fact that certain Board members are associated with 
individual Group Schemes.  This issue is discussed in greater detail in Part 6.4. 

Notwithstanding the importance of the Group Schemes to apprentice training in the 
South Australian building and construction industry, the review considers that, as 
has already been commented on in other areas of the report, more needs to be done 
to support the significant number of apprentices that are directly indentured to 
employers.  One approach might be to uncouple the bulk of the financial incentives 
from the ambiguous concept of ‘quality’ (the criteria in relation to which are largely 
the same as required of Group Schemes to be eligible for Joint Policy funding in the 
first place) and to apply the incentives to outcomes (which is also consistent with the 
State government’s current purchasing policy for group schemes).  In this case, the 

 55



 

relevant outcome, and key measure of the effectiveness of the funding, is the 
completion of the apprenticeship.  As noted in one submission: 

‘For the industry to prosper and for us to have qualified trades people in the future, it is 
important that we have high completion rates’   

With the completion of the apprenticeship as the primary point of recognition for the 
purpose of attracting financial incentives from the Fund, there would be no logical 
basis to differentiate between Group Scheme and other apprenticeships unless there 
are materially higher completion rates for Group Scheme apprentices.  The data 
shows that this is not the case, with the difference between the two slight (amounting 
to some 3 per cent).  The appropriate recipient of the financial incentive would be the 
employer – whether a Group Scheme or an individual employer for a directly 
indentured apprentice.   

The extra ‘quality’ overlay provided by the Group Schemes could be recognized by 
the Board through a smaller quality loading for each apprentice employed by a 
Group Scheme.  Irrespective of the model used, as suggested earlier there is an 
argument for more thoughtful work to occur at the micro policy level between the 
Board and the Department to ensure that the total funding to Group Schemes 
achieves the maximum leverage for achieving optimum outcomes for the State’s 
workforce and skill requirements.   

Equalization in access to the Entry Level Training Program should be paralleled by 
equalized access by Group Scheme apprentices to funding under the Current Worker 
Program.  The best use of funding for this purpose would appear to be for higher 
order skills such as supervision, business skills and licensing-related training (e.g.  
the mandatory two units of competence from the Business Services Training Package 
or equivalent), which are most appropriately accessed in the latter stages of an 
apprenticeship. 

The review is sympathetic to the concerns about the ‘stability’ of the Entry Level 
Training Program.  The review is also conscious that the most recent changes were 
necessitated by the forecast short-falls in levy revenue.  It need not, however, be an 
‘either/or’ and it is incumbent upon the Board to find an approach which is 
financially prudent and responsible, but nonetheless delivers the certainty and 
confidence for Group Schemes and others to plan over a three/four year timeframe.  

In relation to the apparent rigidity of the current Quality Funding arrangements, the 
review notes that the sought after flexibility in fact exists. Some Group Schemes were 
reported to have taken advantage of this flexibility and changed their mix of 
offerings within their overall funding ceiling. 

Finally, it is important to recognize that, while apprenticeships represent the 
traditional entry pathway to the building and construction industry, they are not the 
sole option.  Entrants to the civil sector, for example, are invariably via traineeships, 
an arrangement which is reported to have worked well.   
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Recommendations 

That: 

the Board continue to support and develop the Doorways to Construction Program • 

• 

• 

• 

the Board continue to support the employment of apprentices by Group Schemes as a 
critical element of entry level training for the building and construction industry 

the Board link the greater proportion of the financial incentives under the Apprenticeship 
and Traineeship Support strand to the achievement of the completion of the 
apprenticeship 

Group Scheme apprentices, together with directly-indentured apprentices, be eligible to 
access Current Worker Program funding in the latter stages of an apprenticeship 

6.3 Evaluating and measuring the quality of training 
The public consultations from the Coopers and Lybrand review were reported to 
reveal that the quality of CIT Board training is often variable.  That review, however, 
felt hamstrung in coming to any definitive conclusions because of the absence of 
information on the quality of training. 

The 1997 review also noted the criticism from some industry groups that the CIT 
Board had not translated the broad scheme objectives specified in the Act into 
recognisable goals useful for measuring performance.  A related criticism was 
directed to the absence of clear measures of overall performance and a process for 
data collection.   

Following the review in 1997, the Board commissioned a study by the South 
Australian Centre for Economic Studies (SACES) to determine performance 
indicators that would enable an assessment of the value of CIT Board funded 
training.  The report has informed the work of the Training Policy Committee in 
developing measures of training outputs. 

Since 1997, the Board has also introduced a program of post training evaluation 
surveys, whereby 200-250 course participants and a selection of their supervisors 
comment upon various aspects of their experience with Board programs.   

Findings from the surveys include: 

• That over 90% of course participants find the training to be worthwhile; 

• 75% of individuals have applied the skills learnt in the workplace; and 

• 40% report higher productivity, 30% lower OH&S incidents, 70% improved 
confidence and 70% consider their career opportunities are better. 

In relation to data collection, LaTAS provides the Board with information about levy 
payments and funded training.  The levy collection side of LaTAS provides 
information about projects, regions, sectors and builders.  Information about training 
includes the participant details (gender, age, occupation), training skill area, training 
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location, training provider, cost and duration of training and numbers of training 
places. 

The Board annual reports provide a general assessment of performance against the 
four Programs: Up-skilling and Cross-skilling Program; Entry Level Training 
Program; Planning and Research Program; and Governance, Finance and 
Administration Program.   

Consultation outcomes and discussion 

There was some commentary in the consultations about the difficulties in making a 
judgment about the overall value of CIT Board funded training in the absence of 
‘transparent metrics’ of performance which provide sufficient evidence of 
productivity gains from the operation of the Fund.   

The SACES report concluded that it was not feasible to determine industry 
performance indicators that would enable an assessment of the value of training 
sponsored by the CIT Board for a number of reasons: 

• industry performance outcomes are the result of the interaction of multiple 
variables and not just the quantity and quality of training, and that it was not 
possible to separately identify the impact of any one of those variables; 

• CIT Board sponsored training was only a small proportion of the overall 
education  and training effort that underpins the efficient operation of the 
construction industry; and 

• Links between training and industry performance are not direct but operate 
through the contribution to the skills base of the industry. 

The study went on to suggest that rather than focusing on industry-wide indicators, 
the Board should concentrate on specific measures that were more directly related to 
training and to measure them at the enterprise level.  The means whereby this could 
be achieved were nominated to include: 

• Surveying employers of people who undertook CIT Board sponsored training 
to determine the on-going value of training sponsored by the Board where 
the questions would focus on productivity, quality of workmanship, 
efficiency of work, safety, utilization of skills acquired, quality and usefulness 
of training 

• Surveying course participants, with a similar focus as for the employers 

• Undertaking ‘case studies’ of firms that have instituted training for the 
workforce. 

The post training evaluation surveys, the findings in relation to which are reported 
above, and other surveys (such as the training needs and corporate client surveys) 
have been discontinued, with the Training Policy Committee seeking measures of 
outputs rather than outcomes. 

The review agrees with the conclusion of SACES that the performance measures to 
enable an assessment of the value of training sponsored by the CIT Board is most 
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appropriately directed to the enterprise level.  The post training evaluation surveys 
have been, and would continue to be, the foundation of these measures. 

Accordingly, the review is puzzled as to the reason for discontinuing the surveys, 
particularly in the absence of their replacement by indicators which measure the 
activity and outputs of the training. The review understands the latter is the 
preferred orientation of the future performance measurement regime for the Board.   

The reinstatement of the surveys to underpin a return to the earlier performance 
measurement arrangements, or the introduction of new measures for the outputs of 
training, is critical to enable the Board to face the concerns from their industry 
stakeholders that there is nothing in place to enable the effectiveness of their 
investment in training through the Fund to be judged.   

Finally, the review notes that a principle under the 10 Point Plan for Action provides 
that ‘social and broader economic benefits must be incorporated into performance measures’.  
This principle suggests the need for some outcomes element in the Board’s 
performance management regime.   

Recommendations 

That the Board address, and implement, as a priority its preferred arrangements for 
performance measurement.   

6.4 Governance 
This section deals with the effectiveness of the structures and operations of the CIT 
Board and sector committees. 

6.4.1 CIT Board 
Under section 5 of the Act, the Board comprises eleven members: 

• an independent presiding member, nominated by the Minister; 

• two persons experienced in vocational education/training and who are/have 
been employed or engaged in the provision of education/training, nominated 
by the Minister; 

• five persons to represent the interests of employers in the industry; and 

• three persons to represent the interests of employees in the industry. 

In relation to the employer and employee representatives, a system of nomination 
applies, with designated organisations entitled to nominate candidates for 
appointment to the Minister.  In relation to all nominees, the Minister recommends 
their appointment to the Governor.   

Board members are appointed for a term not to exceed three years.  Provision is also 
made in the Act for the appointment of deputies of Board members, immunity of 
Board members, the procedures of the Board, the requirement for members to 
disclose direct or indirect private interests and for members to act with honesty, care 
and diligence.  Board members are reimbursed for expenses but are not remunerated.   
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During the course of both the Coopers and Lybrand review and CITF Working Party 
review, the presence on the Board of representatives of organisations directly 
involved in the provision of CIT Board funded training was considered an area ‘of 
concern’.  Industry was reported to feel this created a potential conflict of interest for 
the Board members involved.  In the event, the Working Party recommended that  

• the two nominees of the Minister are representatives knowledgeable in the 
area of VET but not providers of that training 

• the nominees of the building and construction industry should not be from 
the ‘training arm’ of the respective organisations. 

Consultation outcomes 

The consultations revealed a wide range of opinions about the effectiveness of the 
CIT Board.   

Board members themselves generally considered that the Board works in a 
cooperative and cohesive manner, with the interests of the building and construction 
industry as a whole put first and industrial and sectoral perspectives taking a back 
seat.  The new committee infrastructure of the Board was seen as a significant 
improvement by a number of members.   

Nonetheless, there was a consistent line of commentary, both from within the Board 
and without, that queried the exercise of decisive leadership by the Board on all 
issues. Some commentators drew a link between the absence of such leadership on 
occasions and the large number of Board members.   

The composition of the Board drew considerable attention in the consultations.  Some 
commentators believe that the Board is controlled by those with vested interests and 
that members are not sufficiently independent from the recipients of Board funding.  
This, in turn, was considered to constrain the Board in identifying optimal strategic 
directions, particularly in relation to research, communications and apprenticeship 
funding.  A number considered the requirement in the Act that employer and 
employee representatives ‘represent the interests of’ their respective constituencies to 
be the source of the problem.     

There was a widely held view that the Board would benefit from having fewer than 
the current eleven members, although there was no consensus on what the actual 
composition of a smaller Board might look like.  Some argued for the appointment of 
independent members with expertise in management and innovation.  Some 
proposed the removal of employer representatives from the industry peak bodies 
and their replacement with enterprise leaders; while others considered 
representation from the peak bodies to be critical.  Still other commentators argued 
for ‘consumer’ representation on the Board, while the presence of government 
representatives had both supporters and opponents.   

The feature of the Board’s procedures set out in the Act known as the ‘veto’ (whereby 
a decision of the Board is only a majority decision when there is a majority of the 
employer and employee representatives and one of the government representatives 
voting for the decision) was widely criticized as being a ‘Sword of Damocles’ that 
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compelled a search for consensus by the Board at the expense of full and frank 
debate and the taking of hard decisions. 

Some commentators thought that the Act should provide for a maximum term of 
Board membership (popularly set at two terms of three years), although one 
submission proposed a minimum of two terms because of the resultant benefits of 
enhanced stability and corporate memory. 

Discussion  

The issue of the ‘representational’ nature of Board membership and the perceptions 
of the impact of this for the proper and effective functioning of the Board is 
fundamental to the review.  Without confidence in the Board and its membership, 
there will be diminished ownership of the Board’s strategies and programs. 

To assist in understanding this matter, the review sought, through the Department of 
Further Education, Employment, Science and Technology, advice from the Office of 
the Crown Solicitor (OCS) on several questions relating to the interpretation of the 
Act. 

Meaning of the term ‘to represent the interests of…’ 
The OCS advice draws upon the leading Australian authority in relation to the 
fiduciary duty owed by members of statutory boards, being the judgment of the New 
South Wales Supreme Court in Bennetts v Board of Fire Commissioners of NSW. 

The OCS thought that the relevant principles were so clearly stated in the judgment 
of Justice Street that they were worth setting out at length.  The review, in turn, 
considers that it is important for these principles to be fully articulated by way of the 
following extended quotation from the OCS advice. 

“His Honour noted that a great many public undertakings are controlled by statutory 
boards or commissions set up in a similar manner to the Board of Fire Commissioners.  
Under the relevant Act such boards comprise a number of persons nominated by or 
chosen from various groups.  Each of the nominating groups has a direct interest in the 
public activity controlled by the board.  Street J stressed that while each Board member 
owes his or her membership to a particular interest group, the member would breach the 
fiduciary duty if that person uses board membership as a means to promote the 
particular interests of the interest group. 

Street J held that three objects served by providing for interest groups to nominate 
board members.  First, one can be confident that an interest group will select a person 
whose personal qualities and competence equip that person for membership.  Second, 
the practice promotes the confidence of the particular group in the board and provides a 
means of liaison between the group and the board.  Third, it ensures that the board, as a 
single entity, has available in its deliberations the views of all interested groups. 

His Honour also held that the presence of those second and third elements necessitates 
that a board member has the highest standards of integrity.  The consideration which 
must govern each individual member when acting in board affairs is the advancement 
of the public purpose for which Parliament has set up the board.  A member must never 
lose sight of this governing consideration.  The position as a board member is not to be 
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used as a mere opportunity to serve the group which elected that person.  In accepting 
election or nomination by a group to membership of the board, the person accepts the 
burdens and obligations of serving the community through the board.  That requires 
constant vigilance to ensure that the person does not in the smallest degree compromise 
or surrender the integrity and independence that he or she must bring to bear in board 
affairs. 

Street J went on to observe that the predominating element which each individual must 
constantly bear in mind is the promotion of the interests of the board itself.  In 
particular, a Board member cannot permit himself or herself to be compromised by 
advancing the interests of the group by which the board was appointed rather than the 
interest for which the Board exists.  The member is not merely a channel of 
communication on behalf of the group from which he or she was chosen.  The Board 
member must respect the confidential nature of Board affairs where the interests of the 
Board itself so require.      

The essence of the judgment delivered by Street J appears in the following passage: 

“Once a group has elected a member, he assumes office as a member of the Board and 
becomes subject to the overriding and predominant duty to serve the interests of the 
Board in preference, on every occasion upon which any conflict might arise, to serve in 
the interests of the group which appointed him.  With this basic proposition there can be 
no room for compromise”.   

The OCS advice then considers the effect of the phrase ‘represent the interests of’ on 
the operation of these principles, and concludes that: 

‘the Bennetts principle is so fundamental that much clearer words would have been 
required for it to be displaced.  I consider that the words ‘represent the interest of’ were 
simply intended to mean that the manner of selecting board members would promote 
the confidence of the particular interest group in the board, provide a means of liaison 
between that group and the board and ensure that the board had available in its 
deliberations the views of all interested parties’.   

Notwithstanding this clear position, it is relevant to note that the phrase ‘represent 
the interests of’ is no longer used in South Australian legislation.  The review has 
been advised that the reason Parliamentary Counsel no longer uses the phrase is 
because it can lead to an argument that the Bennetts principle does not apply. 

The review understands that the principle of overriding fiduciary duty owed to the 
Board in preference to any outside interest applies to the CITF Act and that Board 
members must not allow the interests of outside bodies to prevail over the wider 
public interests served by the Board.  Nonetheless, the review proposes that the Act 
be amended to remove the phrase ‘represent the interests of’ for the following three 
reasons: first, so as to align the provisions of the Act with current drafting practice; 
secondly, to avoid any scope for future argument about its impact on the Bennetts 
principle; and thirdly, to address the widely-held perception that the current 
formulation somehow means the primary loyalty of Board members is to the interest 
groups they properly represent. 
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Recommendation 

That in relation to the composition of the Board, the phrase ‘represent the interests of’ be 
removed from section 5 of the Act and replaced with the terminology in contemporary use in 
South Australian legislation. 

The meaning of ‘private interest’ in section 8(1) of the Act 
Arising from the concerns in the consultations about the apparent failure of Board 
members to disclose relevant interests, the review sought advice, again through the 
Department of Further Education, Employment, Science and Training, from the OCS 
on the meaning of ‘private interest’ in the Act, and specifically whether the term 
encompasses interests which derive from or relate to employment with the employer 
and employee associations referred to in section 5 of the Act. 

Section 8(1) of the Act provides that a member of the board who has a direct or 
indirect private interest in a matter must disclose that interest to the Board and must 
not take part in any deliberations or decisions of the Board on the matter. 

The OCS refers to a general view that it is contrary to both legislative intention and 
common law principles for members of an appointer group to be excluded from 
board meetings and from receiving confidential information purely by virtue of the 
fact that the matters to be discussed pertain to matters of interest to the appointer. 

‘It is precisely in regard to such matters that the expertise and knowledge of the 
representatives would be of value in board deliberations.  Nevertheless, the 
‘representative’ members must always remain aware that their duties to the board 
override any that they owe to the appointor.’ 

Against that background, the OCS considers that: 

‘the clear intention is to only cover interests that are personal to the individual board 
member and do not arise solely by virtue of their employment with or membership of an 
employer or employee association’. 

The relevant part of the OCS advice concludes with a reference to the rules related to 
natural justice and the specific element that an administrative decision maker must 
be free from bias.  In the CIT Board context, a breach of the bias rule would occur (i.e.  
there would be a reasonable apprehension of bias) if a person chosen from a 
particular employer or employee association participated in a board decision to grant 
funding to that body in respect of a specific funding application but the rule would 
probably not be breached if the participation was in respect of a general decision 
concerning funding policy (i.e. the bias rule does not apply to the adoption of general 
policies).   

In terms of the rules described above, the review understands that the Board has 
acted properly and without bias at all times.  Even so, the deeply-felt perceptions 
within the industry that conflicts of interest are institutionalized within the structure 
and composition of the Board must be addressed.  This might be achieved in a 
number of ways, including the removal of the reference in the legislation to the 
phrase ‘represent the interests of’, the publication of the detail of Board policies and 
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funding guidelines on the Board website and the completion and publication of the 
Board conflict of interest policy.  

Board composition 
The review agrees that the Board would benefit from the appointment of a member 
or members, other than the Chair, who are not necessarily experienced in vocational 
education and training and are not from employer or employee bodies.  This eminent 
‘independent’ member(s) to be nominated by the Minister should, however, have 
some knowledge, experience and standing within the building and construction 
industry. 

The review believes that it is important for employer and employee associations to be 
represented on the Board, notwithstanding the inevitable perceptions that will linger 
about the presence of vested interests.  The associations are to quote one association 
member ‘both a strength and an Achilles heal’ and the review considers, on balance, 
that their presence on the Board is an important and efficient way of harnessing 
knowledge and experience within a highly fragmented industry.   

Under the Act, the Minister nominates two persons who have ‘appropriate 
experience in vocational education or training and who are or have been employed 
or engaged in the provision of such education or training’.  This formulation was 
adopted prior to the moves towards an open training market in the mid 1990’s and 
the separation of the roles of government as the funder of VET and the provider of 
VET through the TAFE system.  In response to the emergence of a contestable 
training market and the separation of roles, these positions on the Board have been 
filled by Ministers in recent years with persons from government with experience in 
VET, but who are not associated as training providers with the delivery of training. 

The review agrees that it is inappropriate for training providers to be directly 
represented on the Board.  The review also agrees that it is desirable to have a 
category of Board membership which directly links the Board to the Government’s 
agenda for workforce skill development.  The linkage is particularly critical if the 
concept of an active partnership between the Board and the Government and an 
integration of their respective activities is to be advanced.    

A separate question relates to the actual number of Board members to be appointed.  
During the consultations for the review, the ‘streamlining’ of Board membership was 
often raised.  Streamlining is important because, generally, the smaller the 
membership of a body the more efficient is the decision-making.  However, 
streamlining is not an end in itself.  The proper test for categories of membership and 
numbers of members is to ensure the Board has available in its deliberations the 
views of all interested parties. 

As the review has accepted the pivotal role of employer and employee associations in 
the building and construction industry, then logically the associations should be 
represented on the Board to the extent they are necessary to provide coverage of all 
interested parties.  The review is unable to conclude that any of the associations 
presently represented on the Board, an outcome strenuously negotiated at the time of 
the drafting of the legislation, should not be there for the purpose of providing such 
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coverage. The review also notes that the nomination process in Regulation 5 provides 
a means by which the associations named in the Act may effect any changes required 
by the industry to Board membership.  

A Board in the above terms would, therefore, have eleven members: the Chair, an  
‘independent’ member nominated by the Minister, a representative of government 
with experience in workforce and skill development nominated by the Minister, 
three representatives of employee groups and five representatives of employer 
groups. 

Recommendation 

That the membership of the Board continue to comprise eleven members, being the Chair, an 
independent member and a representative of government with experience in workforce and 
skill development nominated by the Minister, three representatives of employee groups and 
five representatives of employer groups.  

‘Veto’ 
The review proposes that sub-section 7(3) of the Act be removed.  The ‘veto’ 
provision is an artifact of the climate that accompanied the introduction of the Act 
and the early operation of the Board.  It is an unnecessary protection for a mature 
Board whose decisions should reflect the majority position of the Board as a whole, 
not the majority position of each prescribed sectional interest. 

Recommendation 

That the ‘veto’ provision be removed by repealing sub-section 7(3) of the Act. 

Remuneration  
Under the current arrangements, the CIT Board Chair is remunerated at a rate 
consistent with the categorization of the Board as a ‘level 4 board’ under the South 
Australian Government guidelines on setting board members’ fees.  The Act 
authorizes the remuneration of members, but remuneration has not been provided to 
date.   

The review notes that the Government considers the CIT Board to be a ‘major 
industry advisory board’ for the purpose of the remuneration guidelines.  In view of 
this, and the time and expertise applied by Board members, the review recommends 
that this effort needs to be recognized by appropriate remuneration.  This will bring 
the CIT Board into line with arrangements for the Training and Skills Commission.  

Recommendation 

That Board members be remunerated at a rate consistent with the categorization of the Board 
as a Level 4 Board under the South Australian Government guidelines on setting board 
members’ fees.   

Number of terms 
The review does not share the concern to either describe in the Act a maximum or 
minimum number of terms for Board members.  The length of a member’s overall 
tenure is a matter appropriately managed by the nominating entity, whether the 
Minister or relevant associations.   
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6.4.2 Sector Committees 
The Act requires that the Board establish a committee in relation to each sector of the 
building and construction industry. 

Subsection 13 (3) of the Act provides for the following functions of the sector 
committees: 

a) 

b) 

c) 

d) 

to represent the interests of its particular sector in relation to management of 
the Fund; 

to advise the Board on the allocation of money from the Fund for the benefit 
of its particular sector; 

to advise the Board on any other matter relevant to its particular sector; and 

to carry out other functions determined by the Board. 

The interpretation of paragraphs a) and b) in the early years of the Act’s operation 
saw the committees actually managing the Fund (by deciding what programs would 
be implemented and how they would be implemented) and approving applications 
for funding.  With the replacement of the training rebate model with ‘user selected 
funding’, this detailed work was largely removed and the sector committees were 
able to turn their attention to more fundamental policy and program matters.  It is 
reported that this change in the orientation of the committees has been accompanied 
by a difficulty in attracting active interest in participating on the committees. 

More recently, a fourth committee, the Specialist Services Working Party, has been 
established.  This committee addresses electrical, mechanical and other services 
contracting across the three main sectors and operates in tandem with the housing, 
civil and commercial sector committees.   

The sector committees comprise ‘an agreed membership of people within the 
relevant industry groups’ i.e. the committees are association constructs with some 
associations allocated two positions on various committees while others have one 
membership place.  Membership places usually number eight and reflect a wide mix 
of associations from within the industry.  All but one of the associations named in the 
Act as a nominating association for the purposes of Board membership are 
represented at the sector committee level.  Other key stakeholder organisations are 
also represented, for example the Local Government Association and Group Training 
Australia.   

A particular feature of the sector committee arrangement is its ability to provide the 
Board with a link to the peak groups within the industry who are less able to directly 
influence policy and program activity through Board membership.  The sector 
committees report to the Board through the Training Policy Committee.  There is a 
part of each Board meeting for sector committee reports to be submitted, and an 
address is made by one of the sector committee chairs on rotation.   

The sector committees receive secretariat support from Board staff and work in 
accordance with terms of reference which, in summary, require them to provide an 
advisory and monitoring role on the training and skill needs of the various sectors. 
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The operations of the sector committees received substantial attention in the 1997 
and 1999 reviews, with both concluding that the role of the committees should be 
restricted to the development of the Annual Training Plan and communication with 
the various sectors in the industry.  In particular, the Working Party recommended 
that training providers continue to provide training advice to sector committees but 
that they exercise no voting rights in determining the direction of expenditure for 
training.  These recommendations were subsequently acted upon. 

Consultation outcomes and discussion  

As discussed in Part 5.3, the review considers that the legislative requirement for the 
allocation of funding to sectors in approximate proportion to the contribution by the 
respective sectors should be removed.  The general discretion of the Board to allocate 
money for training purposes should not be limited. 

An outcome in these terms suggests that paragraphs 13 (3) (a) and (b), which appear 
to be linked to the ‘hypothecation’ provision in section 32 of the Act, should be 
removed or recast.  

At the same time, and indeed even more so with the removal of the ‘hypothecation’, 
there is a need for the formation of strong sectoral advisory committees to the Board.  
Rather than restricting their role, as was the tenor of previous reviews, it is proposed 
that their role be strengthened.   

Part of the reported fall-off in interest in participating on the sector committees can 
be attributed to potential industry members bench-marking the effectiveness of the 
committees by reference to the ‘old world’ when the committees actually managed 
the Fund and approved funding applications.   

It is critical for the Board to revitalise the relevance of the sector committees.  This 
could be achieved by reinforcing their role in advising the Board on all matters 
relating to their areas of responsibility and coverage, both in relation to the Board’s 
function as a principal advisor to the Government on training in the industry and in 
determining policy for and administering the Fund.  The reinforcement could be 
given practical expression by requiring Board members to also be members of a 
sector committee or by having Board members as chairs of the committees.  The 
current practice, whereby sector committees report to the Board through the Training 
Policy Committee, places further distance between the committees and the Board.  
The review suggests this practice be reconsidered.   

The review also reiterates the point made in the earlier reviews about the risks 
associated with the involvement on sector committees of training providers with a 
potential financial interest in the outcomes of decisions by the Board. 

Recommendation 

That paragraphs 13 (3) (a) and (b) of the Act be removed or recast to reflect the recommended 
removal of the legislative requirement for the allocation of funding to sectors to be 
approximately proportional to the contribution by the sectors. 

That the three sector committees be retained and their advisory role and influence revitalised 
by creating stronger linkages between the committees and the Board. 
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6.4.3 The CIT Board ‘administration’ 
Consultation outcomes and discussion 

The staff of the CIT Board is commonly referred to in the industry as the 
‘administration’.  The administration was widely praised in the consultations for 
their professionalism, diligence and responsiveness.  There were also some criticisms 
about bureaucracy and inflexibility, but this is unsurprising for any organisation 
which is responsible for the management of a complex scheme such as the levy, and 
for the distribution of a finite resource where not everyone gets what they want. 

The review has noted from the consultations a suggestion that the ‘administration’ 
has usurped the policy role of the Board and Committees.  Consideration of the 
matters put to the Board and Committees for decision indicates this is not the case.  
The review considers that the appropriate balance for good governance has been 
achieved whereby the Board is responsible for giving direction and exercising 
judgment in setting strategic objectives and priorities and overseeing their 
implementation, and management is about the day to day implementation of 
policies. 

In the context of the administration of the Board, frequent comment was made in the 
consultations about the costs of administration.   

Administration expenses are of two types: 

• program administration, which comprise expenses associated with the 
management and administration of the programs identified in the Annual 
Training Plan, i.e.  Current Worker Program, Entry Level Program and 
Planning and Research Program 

• organisation administration, which reflect the expenses associated with the 
management and administration of the following areas of responsibility: 
compliance, financial management, revenue collection, executive and 
statutory functions. 

The review notes that the total administrative expenses for 2004 are expected to 
reveal a 23% reduction from 2003, the reason being a reclassification of levy refunds 
from being treated as an expense to being netted off against levy revenue. 
Administrative expenses are forecast to fall further from 11% in 2004 to 10.4% in 
2005. 

The review has examined the detail of the expenses and considers them to be 
appropriate in the circumstances.  More importantly, however, the review has noted 
that targets for reduction and strategies related to that reduction have been, and will 
continue to be, considered by the Board. 
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Part 7: Other matters referred to the review 
Under the terms of reference for the review, the Minister has referred two additional 
matters to the review: 

• the identification of skill shortages; and 

• the creation of a high performance workforce. 

7.1 Skill shortages 
The issue of skill shortages in the building and construction industry is topical, with 
it being recently raised at the South Australian Parliament’s Education and Finance 
Committee Inquiry into the Construction Industry Training Fund.   
The consultations for the review revealed a widely held view that the CIT Board 
should be responsible for ‘fixing’ skills shortages in the building and construction 
industry.   

The nature, extent and pattern of skill needs and shortages in South Australia more 
broadly were considered in the Skills for the Future final report.  The report notes the 
Commonwealth Department of Employment and Workplace Relations (DEWR) view 
about the ambiguity associated with the term ‘skill shortages’ and its conclusion that  

‘The reasons for skill shortages are complex and varied and may result from economic 
or demographic change, those not completing training and qualified workers (not 
working in the occupation for which they are qualified and/or experienced), cyclical 
fluctuations in labour demand, emerging demands of new technology, lack of flexibility 
in wages and regional mismatches.’       

The report also noted the distinction adopted by DEWR between: 

• ‘skill shortages’ – where employers are unable/have considerable difficulty in 
filling vacancies for an occupation 

• ‘recruitment difficulties’ – where employers have some difficulty in filling 
vacancies, but there is an adequate supply 

• ‘skill gaps’ – when the actual skill levels in the existing workforce do not meet 
employer expectations or are deficient. 

The report drew upon the DEWR Skill Shortages List to identify that there is a state-
wide shortage across construction trades, but then proceeded to emphasise that 
‘these should not be interpreted as evidence of systemic market failure.  In most 
cases the market will adjust although there will be some lag time before it does so.’ 

This situation is contrasted with long-term and systemic skill shortages in some 
occupations, an indicator of which is the ratio of apprentices in training to employed 
tradespersons.  Of the five building and construction industry related occupations 
examined in this context (carpentry and joinery tradespersons, bricklayers, solid 
plasterers, plumbers and fibrous plasterers), fibrous plasterers was identified as a 
trade not replenishing its stock of skills. 
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Table 1: Apprentices and Trainees In-Training as a Proportion of Employed 
Persons by Selected Occupations (4 Digit), South Australia, 1997-2001 

  Average 4 quarters to November (‘000) 
  1997 1998 1999 2000 2001 

  % % % % % 
4411 Carpentry & Joinery Tradespersons 9.60 8.40 8.70 11.90 12.70 
4412 Fibrous Plasterers 2.20 1.70 1.50 1.10 1.90 
4414 Brick Layers 3.50 4.30 4.10 6.00 4.90 
4415 Solid Plasterers - 3.90 10.00 12.40 30.90 
4431 Plumbers 5.40 6.90 10.70 9.60 9.20 

 

The issue of identifying, and business of addressing, skill shortages is not explicitly 
listed as a function of the CIT Board.  Nonetheless, the CIT Board has conducted 
extensive research into the issue over its period of operation. 

In a submission to the Ministerial Inquiry into Skills for the Future, the Board 
suggested, in an extract quoted in the report, that ‘skill is not a commodity that can be 
readily stockpiled for use when demand for it emerges’. 

The CIT Board has more recently considered the issue, and the review considers that 
there is merit in setting out some of the key aspects of the Board’s thinking on the 
matter. 

The Board identified the factors which bear upon skill shortages, including economic 
cycles; the employment and training nexus; employment conditions; labour market 
flexibility; qualification lead times; influences on career choice decisions; recruitment; 
and technology. 

The action to address skill shortages needs to be cognizant of all these factors.  The 
Board, by definition, is able to influence some but not all of these.  Its most direct 
impact will be expressed in the training component of the solution, which picks up 
the following: 

• the design of training, including the content, suitability and relevance of 
Training Packages; 

• linkages between training and employment, including through pathways 
such as apprenticeships and traineeships and mechanisms such as Group 
Training Schemes and Current Worker short courses; 

• the delivery of training, through encouraging the integration of on-the-job 
and off-the-job training and effective quality assurance of the training 
delivered; and 

• the uptake of training, including in relation to the availability of government 
incentives and subsidies, influencing the decision by employers to train, and 
the recruitment of candidates who are most likely to succeed so as to 
maximize the return on investment. 

In addition to the various policies and programs which give substance to the above, 
the Board has identified the need to apply its admittedly partial range of ‘influences’ 
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as part of long-term strategic and collaborative planning between government and 
industry stakeholders to address the skill shortage challenge.  The review considers 
that no more can be realistically asked of the Board. 

Recommendation 

That the actions initiated by the Board in relation to influencing skill shortages, and their 
continued application as part of future long-term strategies and collaborative planning 
between the Government and industry stakeholders to address the skill shortages challenge, be 
noted.   

7.2 High performance workforce 
The terms of reference for the review require examination of the size of the industry’s 
skill base and the quality of training in the industry and its contribution to the 
achievement of a high performance workforce. 

It is difficult to be definitive about the quantity or size of the building and 
construction industry skill base, and more difficult to attach a metric to the 
contribution of the CIT Board to that quantum. 

Using qualifications as a proxy for skills, data from the construction industry 
analysis provided in the 2003-2005 State VET Strategic Plan reveal that the 
proportion of the workforce with skilled vocational qualifications is high compared 
with the levels attained by the entire workforce.  The proportion with diploma or 
higher level qualifications is well below the workforce average, while just under half 
of the workforce has no post-school qualifications. 

On its own, this information is not particularly helpful because it is not positioned 
against an assessment of the desirable mix and level of skills for the industry.  The 
State VET Strategic Plan limits itself to commenting that ‘this (the current 
qualifications profile) may become an increasing problem as industry demands more 
technical and specialist skills’. 

A further proxy measure of the size of the skill base might be found in the ratio of 
apprentices in training to employed tradespersons discussed earlier in this paper.  
The figures suggest that the ratio is improving for four of the five building and 
construction industry related occupations.    

The contribution of the CIT Board to the size of the industry skill base is difficult to 
assess.  At one level, the number of CIT Board training places (the following diagram 
sets out the training places under the Current Worker Program), and number of 
apprenticeships supported, is tangible evidence of that contribution.   
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Diagram 8:  CITB Funded Training Places – Past Five Years 
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What is not certain is the extent that training would have taken place without the 
Board’s intervention.  Commentary from the previous reviews suggests, however, 
that the scheme has resulted in a valuable expansion of training that would not have 
otherwise occurred. Recent data collated by DFEEST on User Choice training within 
TAFE Institutes also supports this conclusion.   

This review has no reason to challenge that conclusion. 

The Skills for the Future report considers the issue of high performance work 
practices.   

‘But having educated and creative people on the payroll is no guarantee of profitability 
for the organisation.  Nor is it an assurance that those workers, once on board, will be 
satisfied and motivated to give their best.  There is still some distance between getting 
the right people, and having a working environment in place that allows them to 
develop the full range of their potential skills and value. 

Research around high-performance work practices is beginning to close this gap.’ 

The report quotes four dimensions that generally characterise high performance 
work practices. 

• Employee autonomy and involvement in decision-making;  

• Support for employee performance; 

• Rewards for performance; and 
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• Sharing of information and knowledge. 

The mon sense that, while the Board has 

ith the importance of high performance work practices for the 

, over time, to use the Fund to 

 consultations for the review suggest a com
contributed to the achievement of a high-performance workforce in these general 
terms, it is not a role appropriate for the Board alone, but rather one for the industry 
at large to address. 

The review agrees w
building and construction industry and that their pursuit is a matter for the Board, 
the industry more generally and government.  Presumably the strategic function to 
support South Australia’s workforce development, which is listed as part of the 
responsibilities of the bodies exercising industry advisory functions, is closely linked 
to the development of a high performance workforce. 

The review concludes that the CIT Board is well placed
progressively influence and promote high performance work practices.   

Recommendation 

That the capacity of the Board, over time, to use the Fund to progressively influence and 
promote high performance work practices for the building and construction industry be noted. 
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Part 8: Conclusion 
The review has been structured around an evaluation of the effectiveness and 
efficiency of the Board and Committees and levy scheme and the appropriateness of 
the Act more broadly. 

The review considers that the legislative architecture comprising the Board, 
Committees and levy scheme has substantially achieved its objectives, and that the 
Act and its objects remain current and fit for the on-going purpose of leading and 
facilitating skill development for the building and construction industry in South 
Australia. 

Notwithstanding this overall affirmation, the review has made a number of 
recommendations designed to enhance the effectiveness and efficiency of the Board 
and its committees and the levy scheme. 

In relation to the statutory requirements for the review, expanded upon in the 
review’s terms of reference, the core conclusions of the review follow.  These 
conclusions need to be read together with the specific recommendations identified 
through the report. 

1. The Board (including the committee structure set up by the Board) has been 
substantially effective in carrying out its specific functions under the Act.   

a. The effectiveness of the Board should be particularly enhanced in 
relation to its partnership with government, communications with 
stakeholders, governance arrangements and the operation of the Entry 
Level Training Program and the means of measuring the quality of the 
training funded by the Board. 

b. The sector committees have been variable in their effectiveness and 
would be enhanced by reinforcing their role in advising the Board on 
all matters related to their areas of coverage. 

2. The objects of the Act, being to: 

establish a fund to be used to improve the quality of training 
in the building and construction industry 

• 

• 

• 

establish the CIT Board to administer the fund and to 
coordinate appropriate training 

to provide for the imposition and collection of a levy for the 
purposes of the Act 

have been met and remain current and relevant.   

a. The levy scheme has proved substantially effective, with the 
exception of the requirement, proposed for removal by the review, 
for the allocation of funding for training to each sector of the 
industry in approximately the same proportions contributed by 
the respective sectors to the Fund. 
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3. With overwhelming support from the building and construction industry for 
a mandatory industry based levy, the Act should continue in operation. 

4.  The Board has an important role to play in relation to influencing some of the 
factors relevant to addressing skill shortages and in utilizing the Fund over 
time to progressively influence and promote high performance work 
practices. 
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Attachment 1: Bodies/individuals that provided a 
written submission to the review 
 

• Business SA 

• Master Builders Association of South Australia 

• Housing Industry Association 

• Civil Contractors Federation 

• Civil Skills and Technology Centre 

• Property Council of Australia 

• Mr. Douglas Strain 

• Statewide Group Training SA 

• Engineering Employers Association South Australia 

• Master Builders Group Training Scheme 
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