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FOREWORD
There is a crisis in apprenticeships and TAFE - hardly a week
passes without reports of plummeting apprenticeship numbers or
for-profit private providers rorting funding or ripping off students.
Yet the crisis continues.
While public debate focuses on who is to blame and individual
fixes, what is being missed is the big picture of a broken system
that is not only negatively impacting apprentices, but also all
workers.
A push towards privatisation, the undermining of TAFE and the
public provision of vocational education and training, and broader
labour market ‘flexibility’ is impacting on local jobs – and future
jobs for our kids. Casualisation, sham contracting, and a falling
public sector workforce are all making it increasingly hard for
employers to take on apprentices.
Federal Government policy encourages employers to exploit
poorly trained overseas workers rather than invest in our kids and
our nation’s skills.
Decades of reform have focussed on tailoring vocational education
to benefit business, following the notion that the benefits will
trickle down. What we have instead, is thousands of students with
qualifications and no job, apprentices who can’t find employers,
and private businesses making massive profits at the expense of
the taxpayer while delivering little benefit to the country.
The Government is more focused on an ideological support for
private for-profit training providers and big business than jobs for
our kids and a well-functioning economy.
This report is a contribution to this debate providing a bigger
picture view of how the system has failed our apprentices and
TAFE students. It outlines the key problems and offers policy
solutions.
The CFMEU and AEU are proud to have worked in collaboration
to produce this policy report and look forward to the conversation
following its release.

Michael O’Connor,
National Secretary of the CFMEU
July 2017

Susan Hopgood,
National Secretary of the AEU
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EXECUTIVE
SUMMARY

Australia’s apprenticeship and
TAFE system is in crisis. Since
2012, the number of apprentices
and trainees has almost halved,
and trade apprenticeships have
declined almost 20 per cent.
There have been substantial
arguments as to what is causing
the decline, and who is to blame.
The answers being put forward are
primarily autonomous causes and
individual fixes. What this debate
misses, is the bigger picture. The
decline in apprentices, and the
deterioration of the TAFE sector
more generally, are examples of
the many symptoms that are the
result of a much bigger problem:
an economic system that is failing
everyday working Australians.
Apprenticeships are in
decline because the system
has focused on the profits of
individual corporations ahead
of a functioning society that
advantages the majority rather
than a few, and the social benefits
obtained from educating young
Australians. Decentralisation and
privatisation; increasing insecure
and non-standard forms of
employment; and the exploitation
of temporary overseas workers
and other cheaper forms of labour
are other symptoms. Symptoms
that, in themselves, have made it
increasingly impossible for those
who want to train young workers
to compete with those who don’t.
The sense of mutual obligation
for businesses to train the future
workforce is being undermined.
To fix the problem, we need to fix
the cause.
The conservative narrative tells
us that if the market is free
from Government intervention;
competition is encouraged;
if labour market flexibility is
increased, then more people will
be employed; the economy will
grow; and ultimately, the lives of
every day Australians will improve.
If conditions are improved for big
business, the benefits will trickle
down and we will all be better off.
This narrative has dominated
Australian politics since the 1980s,
and the ideology has penetrated
all markets from trade in goods,
to health, to education – including

apprenticeships. The problem is,
that it hasn’t improved the lives
of everyday working Australians.
Instead it has led to insecure and
precarious work and a growing
gap between the rich and everyone
else.
The conservative attack on
Australia’s apprenticeship and
vocational education system is
no different. Deregulation of
TAFE funding combined with the
restructuring of apprenticeship
training to more portable modules,
and the dismantling of regulatory
institutions, has created a perfect
storm for the destruction of
apprenticeships in Australia.
Award restructuring in the 1980s
led to a parallel reform of the
TAFE and apprentice training
system towards competencybased training, and away from
time-served curriculum based
education. While the restructuring
was largely supported by both
unions and industry, its more
modular nature coupled with
the subsequent deregulation
of funding allowed for-profit
providers to cherry-pick units and
courses with the lowest costs and
highest subsidies, while passing
off the more expensive units
to the TAFE sector. Inadequate
requirements for time-served and
unsatisfactory monitoring and
enforcement of education quality
has led to the rise of ‘tick and flick’
for-profit private providers rorting
government funding. The result has
been a decline in apprenticeships,
an undermining of the quality of
education, the aggressive and
predatory spruiking of courses
for profit, and the undermining of
Australia’s TAFE system.
The privatisation and outsourcing
of public sector construction has
seen the public sector construction
workforce fall by over eighty per
cent since the 1980s. Competition
in tendering for government jobs
(and a government focused on
cheapest price rather than wider
value for money) has resulted in
companies who do not invest in
the training of apprentices being
able to undercut the prices of
those who do. The result is fewer
apprentices.
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Group Training Organisations,
which promised to increase
apprenticeship numbers by
addressing the unpredictable
nature of the industry and finding
new employers for apprentices
who had lost work, have
increasingly become profit focused
labour hire. They are competing
on price at the expense of quality
education and support services.
At the same time, apprenticeships
have lost their social status.
For many school leavers,
apprenticeships, traineeships and
TAFE are seen as a second choice
option, particularly compared to
going to university.
Young Australians are suffering
as companies and for-profit
providers are benefiting from
deregulated education markets
at their expense. Apprenticeship
numbers are falling, at the same
time as youth unemployment is
uncomfortably high at around
13 per cent. An additional 20
per cent of young workers are
underemployed in they cannot find

enough hours to work each week.
This means as many as 1 in 3 young
workers are unable to find enough
hours of work, if they can find work
at all.
As youth underutilisation is
skyrocketing, companies are
exploiting temporary overseas
workers because they claim they
are unable to find enough skilled
workers locally. Leaving aside
questions of whether these skill
shortages actually exist1, many
employers who claim to be facing
skills shortages are not investing
in educating the workers who will
prevent such skills shortages in the
future.
Young people are being told they
are lazy; that they want to reap the
benefits without the hard work. If
they worked harder, stopped being
so greedy, and saved money for
their future rather than wasting
it all on new phones, coffees and
eating smashed avocado on toast,
they could progress. Yet youth
underemployment is the highest

it has ever been, at the same time
there are over 1.4 million temporary
visa holders with work rights in
Australia (including over 170,000
457 visa holders) many in jobs
that could be filled locally. Even
after investing substantial time and
money in a pre-apprenticeship,
many young people are unable to
find an employer willing to invest
in their education. Young people
are now more educated than any
generation before them, at the
same time they are more indebted
than ever before. The ability to
walk straight into a secure wellpaid job, is a thing of the past.
It is no wonder many of Australia’s
young people are disheartened
and disillusioned. The conservative
approach is not working. Rather
than focusing on the profits of
companies and private providers,
Australia needs to invest in our
young people and in educating the
workforce of the future.

A University of Sydney Business School survey of employers using the 457 scheme found that while 86 per cent of employers surveyed stated they face challenges
recruiting locally, less than 1 per cent of employers had addressed ‘skill shortages’ by offering higher wages (indicating it is not necessarily skills shortages as opposed to
poor wages). Fourteen per cent said they did not even have any difficulties recruiting locally, despite using temporary overseas labour (Wright and Constantin, 2015).
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SUMMARY
OF REPORT
RECOMMENDATIONS
RECOMMENDATION 1.1: Government funding for the VET sector needs a complete overhaul to eliminate poor
quality vocational education and exploitation of students by some unscrupulous for-profit providers. TAFE
funding needs to be restored.
RECOMMENDATION 1.2: The restructuring of apprenticeship training to competency-based training has led to
the rise of ‘tick and flick’ for-profit providers rorting government funding. In addition to ensuring students meet
relevant proficiencies, minimum nominal hours of vocational education need to be attached to competencies.
RECOMMENDATION 1.3: Modes of delivery need to be regulated to prevent for-profit private providers from
cherry-picking units to be provided entirely online in order to maximise profit and to prevent the further
proliferation of ‘tick and flick’ private providers.
RECOMMENDATION 1.4: There needs to be a review of government funding to ensure that employers are
not able to transfer the costs of enterprise specific education to employees and the taxpayer by accessing
taxpayer funds to train their employees with enterprise specific skills (see section: The economic benefits of
apprenticeships for more detail).
RECOMMENDATION 2.1: Women are substantially under-represented in trade apprenticeships. Underrepresentation in vocational education parallels under-representation in trade employment. Investment needs
to be made by governments, unions, employers, schools and educational institutions in addressing negative
workplace behaviour and facilitating culture change. Gender stereotypes need to be challenged through
education campaigns and policies and further investment in policies and programs to encourage more women
into apprenticeships.
RECOMMENDATION 2.2: Gender appropriate facilities must be provided in all vocational education institutions
and workplaces or alternatively mixed facilities with sufficient individual privacy where appropriate.
RECOMMENDATION 2.3: Significant investment needs to be made to dismantle structural barriers facing
women in male-dominated workforces, including access to family friendly working environments (e.g. flexible
rosters and hours).
RECOMMENDATION 3.1: Data on the number of apprentice vacancies vs. number of applicants needs to be
adequately collected to give a clearer picture of the labour market for apprentices and trainees.
RECOMMENDATION 3.2: A study of employer expectations of apprentices needs to be undertaken. If
employers are using apprentices solely as cheap labour, looking only to hire partially skilled or experienced
apprentices while at the same time being unwilling to pay extra for it, it is not surprising that employers find
most applicants unsuitable.
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RECOMMENDATION 3.3: NCVER should collect specific data on pre-apprenticeships including the number of
students enrolling in and completing pre-apprenticeship courses. Private vocational education organisations
offering pre-apprenticeship courses should be required to undertake adequate destination surveys and publish
the resulting data in order to ensure they are not recruiting large numbers of students even though there are no
apprenticeships available to them on completion.
RECOMMENDATION 3.4: School-based pre-apprenticeship and apprenticeship programs need to be reformed
as their fragmented and discontinuous nature means many students receive insufficient worksite experience
to support classroom based learning. Programs in schools should be aimed at giving students a taste of
the industry and encouraging further vocational education at TAFE rather than having students complete
certificate level education in a part-time environment.
RECOMMENDATION 4.1: The rise of non-standard forms of employment such as the increased use of individual
contracts and ABNs has made it increasingly difficult for a substantial proportion of qualified tradespeople to
take on apprentices. Governments need to invest substantial money into the elimination of sham contracting
arrangements. Sites need to be audited to expose sham contracting arrangements and employers engaged in
sham contracting need to face substantial penalties. Government procurement policies should be created to
ensure government funded projects do not involve the use of sham contractors.
RECOMMENDATION 4.2: The 457 visa scheme is being used as an alternative to investing in educating
apprentices. Employers who have a genuine need to sponsor overseas workers must ensure they are also
educating local workers to reduce their need to rely on temporary overseas workers in the future. Employers
should be required to train workers and employ apprentices in the same occupations where they are using
skilled overseas workers. Trade occupations should be licensed and overseas workers should be required to
undertake mandatory skills assessments to ensure their skills meet Australian standards. Labour market testing
requirements need to be strengthened and market testing must be compulsory before any 457 visa worker
is engaged.
RECOMMENDATION 4.3: The Group Training Organisation (GTO) sector needs to be more highly regulated with
more oversight and enforcement by governments. Compliance with the protections GTOs are supposed to offer
need to be more strictly enforced, including restricting labour hire companies’ use of apprentices as
cheap labour.
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RECOMMENDATION 4.4: Governments should legislate to require government funded projects to employ a
minimum ratio of employed apprentices to employed persons.
RECOMMENDATION 4.5: Apprenticeship training is increasingly being perceived as a second rate option to
going to University. Governments, industry and unions should work together with employers, schools and other
stakeholders to raise the status of trade apprenticeships as a valued career pathway. Governments should
work with unions and TAFE to fund an education campaign to raise the profile of the Vocational Education and
Training sector.
RECOMMENDATION 4.6: Governments need to increase funding and resources for Australia’s apprenticeship
system. Funding for the VET sector needs to be overhauled to prevent systematic rorting by employers and forprofit private providers who use incentives to lower wages, and offer poor quality education, while pocketing
Government incentives.
RECOMMENDATION 4.7: Almost half of businesses have been found to be non-compliant with all requirements
for their apprentices (e.g. pay slips and pay rates). Monitoring and enforcement of regulations need to be
strengthened. Penalties for non-compliance need to be increased.
RECOMMENDATION 4.8: The Government needs to ensure apprentices and people undertaking a preapprenticeship receive an adequate living wage. The Government needs to make it easier for pre-apprentices to
access government support.
RECOMMENDATION 4.9: The Government needs to subsidise wages for employers who choose to take on an
adult apprentice. The Support for Adult Australian Apprenticeship payment should be returned.
RECOMMENDATION 5.1: The Government needs to implement a national licensing system for the trades. This
should include the establishment of a trade licensing board that undertakes post-apprenticeship assessment
based on competency standards at the relevant qualification level. As an interim measure, state and territory
governments should implement their own state based licensing system across the trades.
RECOMMENDATION 6.1: Vocation education has wider benefits to society in addition to the benefits to
employers and apprentices alone and it is unlikely that an adequate level of education will be undertaken
without government support. Rather than further deregulating vocational education, governments need to
invest further resources into Australia’s Apprenticeship system and implement policies that influence behaviour,
such as requiring a minimum ratio of apprentices to tradespersons on all projects that attract
government investment.

1. THE CREATION
OF A MARKET: THE
DEREGULATION OF VET
A brief history
of Australia’s
apprenticeship
system
Apprenticeships are one of
the oldest forms of vocational
education in the world, with a long
tradition running back to Europe
in the middle ages. Young men
would leave their family and be
apprenticed to a master craftsman
for training. In return for their
labour, a young apprentice would
be housed, clothed and given the
opportunity to learn a trade. Close
relationships were often formed
between an apprentice and master
and his family, others would be
disciplined (sometimes cruelly)
by their master, and some would
even marry the master’s daughter.
Apprenticeships were the first
step towards becoming a skilled
craftsman and joining a trade or
craft guild, where membership
brought respect and social status.
Australia’s apprenticeship system
has its roots in the British system.
In the late 18th and early 19th
centuries, young apprentices in
New South Wales were governed
by British laws covering masters
and apprentices where apprentices
were bonded to a master
craftsman for seven years or more
(NCVER, 2011a). Prior to the early
1990s, trade occupations were
identified under the declaration
of trades. In order to become a

qualified tradesperson, apprentices
would enter into an indenture
with an employer and undertake
curriculum based training at a
trade college, and after 5 or so
years would receive their trade
papers. A hierarchy of tradesmen
existed, with apprentices allowed
a further option to complete
an additional 3 years of higher
education, to sit a city and guilds
exam and to become a master
tradesperson. Trade guilds, formed
in England, would advise on and
endorse the city and guilds exam.
While changes to the industrial
relations system and social settings
saw changes to apprenticeships
over time, the basic system of
indentured apprentices and
trade papers remained largely
unchanged until the late 20th
century. After WWII, through
to the 1970s while there was
substantial questioning of the
system, it remained largely
unchanged with only small reforms
(Knight, 2012). In the 1970s,
the federal Government began
assuming more responsibility for
vocational education through
the introduction of large scale
funding and employer subsidies to
encourage employers to take on
apprentices.
The late 1980s and early 1990s
saw an era of substantial reform
for Australian apprenticeships.
Changes to the apprenticeship
system, coupled with shifts
occurring in the broader industry

and labour market, created the
perfect storm for the beginning of
the destruction of apprenticeships
in Australia. The market ideology
of economic liberalisation including
increased privatisation and
flexibility for business was being
extended to vocational education,
and apprenticeships.
Award restructuring, and the
associated reform of the vocational
education and training system
towards more competency based
training made the system more
susceptible to fragmentation.
When coupled with the creation of
a market for vocational education,
easier access to government
funding for private for-profit
providers and a dismantled and
ineffective regulatory environment,
reform of apprenticeship training
has allowed unscrupulous forprofit providers to rort government
funding while passing on the heavy
lifting of apprenticeship training to
the TAFE sector.
Where apprenticeships had once
held a certain level of esteem, with
qualified tradespersons taking on
apprenticeships due to a strongly
felt social obligation to continue
the craft, the combination of
reform and circumstance has led
to the rise of poor quality profit
driven education, the decimation
of vocational education in Australia
and rapidly declining numbers of
apprentices.
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Award
restructuring and
the movement
towards
competency-based
training packages

education system. Industry argued
existing systems of education were
inflexible and didn’t give employers
the skills they needed. As a result,
education became less focused
on inputs such as curriculum and
time-served, and instead become
focused on outputs, specifically
the demonstration of skills through
competency-based training.

In the late 1980s, industrial
relations in Australia focused
on Award restructuring. Many
existing awards were outdated
and inflexible, with an excessive
number of rigidly defined job
classifications with thousands
of different rates of pay that
limited wage and employment
opportunities for workers
(Plowman, 1990). Restructuring
began in the metals industry,
with negotiations over wage
adjustments identifying
impediments to efficiency,
including inappropriate
demarcation lines between similar
occupations and problems in
education and career development.
The existing narrow definition
of job classifications led to an
excessive number of disputes over
roles.

To facilitate competency-based
training, education needed
to be reshaped into modules
which better matched industry
imperatives, as well as to better
match how workers were
classified in the new awards –
including training modules for
generic skill areas (Chataway,
1991). Initially adopted by the
metal and engineering industries,
and eventually extended to all
training, the traditional approach
to education was replaced with
a system of competency based
training, where training packages
comprise units of competency that
describe specific work activities
(Knight, 2012).

Roles comprised a number of tasks
for any one person, but rigidly
defined job descriptions meant
conflict could arise if one task fell
into the job description of another
worker. For example, the Electrical
Trades Union would not allow
members of other unions to step
over into the areas of work where
it had coverage (Plowman, 1990).
If a Builders’ Labourer plugged
in a power cord, it could spark
walk-offs by electricians on site. In
some cases, workers would even
hold multiple union memberships
to overcome these rigidities.
Award restructuring resulted in
new awards where occupations
were broad-banded, with fewer
and more generic classifications,
with sub levels and training
classifications, and established
clearer paths for skill and career
development.
The Award restructuring process
and resulting broader job
classifications had substantial
implications for the TAFE system,
essentially requiring a parallel
restructuring of the vocational

2. Robinson (1998), p 103.

Though the move to ensuring
apprentices and trainees met
certain competencies was
supported by many unions
and employers, teachers were
largely excluded from input into
the reform. Despite benefits,
the movement away from timebased curriculum training meant
the system was more open to
being misused and dismantled.
As apprenticeships, and later
the TAFE sector, opened up to
more competition from private
providers, unscrupulous employers
and for-profit providers began
to manipulate the system in their
own interest, and the entire system
began to be undermined.

Privatisation
by stealth: user
choice funding
and the creation
of a vocational
education market
“The development of a
market approach in VET has
been deliberately pursued

by national, state and
territory VET authorities as
part of wider microeconomic
reform policy in Australia to
pursue competition in the
provision and delivery of
public utilities and services
across a range of areas
(such as electricity, water,
health, telecommunications
and employment and
welfare services) that were
traditionally provided by
public monopolies”
Chris Robinson, Managing
Director, National Centre
for Vocational Education
Research2

In addition to the creation of
more modular, competency
based training, the Australian
apprenticeship system was also
undergoing change in the form
of deregulation and increasing
privatisation of education. In line
with the economic reform and
increased focus on competition
and flexibility occurring in the
broader Australian economy and
labour market, the 1980s and 1990s
bought an increased focus on
flexibility and ‘user choice’ and the
creation of a market for vocational
education.
The first substantial reform to
apprenticeships occurred in the
mid-1980s, with the introduction
of traineeships. In order to
increase flexibility of the system
for industry, traineeships extended
the apprenticeship model to
non-trade occupations with lower
skills requirements. As compared
to trade apprenticeships,
which generally take 3-4 years
to complete and require the
completion of Certificate level
III training, traineeships are
completed in 1-2 years and require
only completion of Certificate I or II
(Pfeifer, 2016; Dockery et al, 2005).
The introduction of traineeships
signaled the first substantial
attempt at increasing flexibility
through the watering down of
apprenticeship training in Australia.
In the early 1990s, the Federal
Government began the process of
creating a market for vocational

The overall finding is that general research into training markets in Australia has been
more about 'personal ideological positions on competition and market reform in
the VET sector than objective analysis of relevant trends and developments'. There
is currently insufficient empirical evidence to either support or refute claims that
increased competition will produce the benefits being claimed by proponents or the
severe drawbacks being speculated upon by opponents of the training market”
– CHRIS ROBINSON, MANAGING DIRECTOR, NCVER3
education and developing a
national system in an attempt
to make qualifications more
nationally consistent and portable,
and to increase competition in
the sector. The Government’s
aim was to develop a national
market that included both public
TAFE as well as non-government
providers. In order to improve
competitiveness and meet industry
needs, vocational education
would be based on a system
of Competency Based Training
(CBT) and national qualification
recognition with nationally
consistent standards designed
to meet the needs of industry. To
provide flexibility in education,
and increase participation, a more
open vocational education market
would be developed with increased
access for non-government
providers in order to provide a
multiplicity of pathways for access
to vocational education.
At first, the Government attempted
to achieve its objectives by
taking responsibility for TAFE
funding. When this failed the
alternative was the establishment
of a national Vocational Education
and Training system through an
intergovernmental agreement –
the Australian National Training
Authority (ANTA) Agreement. The
establishment of ANTA signaled
a move from the public TAFE
system to a system of both public
and private Vocational Education
and Training (VET). Agreements
between the Federal Government
and the states and territories saw
federal funding for vocational

education linked to government
objectives including priority for
the development of a vocational
education market and increased
funding for non-government
providers.
Goozee (2001) argues that while
most of the discussion around
the development of ANTA and
associated reform of the VET
sector concerned the development
of a more open and competitive
market, the argument was
generally ideological with little
discussion about the benefits
and disadvantages. Arguments
for the development of a market
were based on making the VET
sector more responsive to the
needs of industry, and the need
for for-profit private providers
to have access to the system to
enhance competition, essentially a
shift from a supply-driven model
to a demand-driven model, with
‘little or no regard for the social
objectives of public policy nor the
students or trainees’.
This was also the position of the
National Centre for Vocational
Education Research (NCVER) in
1997 who wrote in their review of
the research:
Part of the development of
a more flexible VET system,
responsive to the needs of
industry, was the combining of
apprenticeships and traineeships
under a single arrangement – ‘New
Apprenticeships’. The merging of
apprenticeships and traineeships
was intended to create a single

system of vocational education
with options for user choice, the
reality was it signaled the watering
down of traditional apprenticeships
provided by TAFE. While
apprenticeships remained for trade
occupations and traineeships were
primarily introduced in non-trade
occupations, employers have
pushed for shorter traineeships
in the traditional trades in order
to narrow the scope and time
involved. Competency-based
training allowed employers
to argue for narrowly defined
training packages that included
enterprise specific competencies,
while at the same time reducing
more general education. The
abolition of declarations of trades,
which had previously defined
occupations for apprenticeships,
meant a larger breadth of
occupations could now fall under
the apprenticeship umbrella.
Government subsidies for trainees
has also led to allegations of
employers, particularly in the fast
food industry, forcing workers onto
traineeships in order to pay low
wages and to pocket government
incentives, while providing very
little real education opportunities
(Toscano, 2015).
In addition to the single system
combining apprenticeships
and traineeships, the most
significant component of the
‘New Apprenticeships’ reform was
the introduction of ‘user choice’
funding. From 1998, employers,
apprentices and trainees had
the ability to access government

The market model has not worked, the regulatory system has failed, millions of
dollars are being wasted, and students are becoming indebted for their lives for
qualifications which are worthless. Due to this crisis, trust in the VET system is being
eroded, TAFE is being decimated, and students are being ripped off.”
– PAT FORWARD, FEDERAL TAFE SECRETARY, AEUSECRETARY

3. NCVER (1997)
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subsidised education from a public
or private provider of their choice.
This reform opened up government
funding to the private sector,
requiring TAFE to compete for
access to government funding.
Further extension of the ‘user
choice’ model occurred in 2012
with the National Partnership
Agreement on Skills Reform
between the Federal Government
and state and territory
governments. The reform
introduced a commitment by the
states and territories to introduce
a National Training Entitlement,
essentially a voucher system, which
ensured access to a first Certificate
III qualification for any working
age Australian from a public or
private provider of their choice.
The development of the National
Training Entitlement followed
the model of a demand driven

entitlement introduced in Victoria
in 2009 that effectively slashed
funding for TAFE (Goozee, 2001;
Yu and Oliver 2015).
The user choice reform led to
a decimation of TAFE through
an increase in the number of
government funded private
providers and a sharp reduction in
the share of government spending
on TAFE. In Victoria, where
funding changes occurred in 2009,
government funding of the forprofit VET sector grew 470 per
cent from $150 million in 2009 to
$855 million in 2014 (Productivity
Commission, 2016).
As payments to private providers
in Australia increased, payments
to the VET sector as a whole
rapidly declined. Funding to
VET was being reduced, and
the funding that remained was

4. VET FEE-HELP is a loan system that allows students to defer payment on tuition fees.
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being increasingly allocated to
for-profit private providers at the
expense of TAFE. O’Connell and
Torii (2016) argue that while some
of the decline in VET funding is
offset by government payments
to providers through VET FEEHELP4, government-funded VET
enrolments have fallen by almost 17
per cent since 2012.
The increase in funding
opportunities available to forprofit providers coupled with the
prior creation of more modular,
competency based training
spelled disaster for the vocational
education system. The segmental
nature of education, meant that
units of competency became
increasingly portable. For-profit
private providers began cherrypicking units with the lowest costs
and highest subsidy in order to
increase their profits. Some private

providers operated entirely online,
offering only the units that were
able to be conducted cheaply
via the internet at low cost, then
sending students to TAFE for the
more expensive on-the-job style
education.
The structure of government
funding means unscrupulous
for-profit trainers can maximise
their profit by offering low quality
cheap education while increasing
costs for the TAFE sector. While
competency-based training has
its advantages and is largely
supported by some unions,
inadequate requirements for
time-served and unsatisfactory
monitoring and enforcement of
educational quality has led to the
rise of ‘tick and flick’ providers
rorting government funding.
The result has been a decline in
apprenticeships, a rapid reduction
in the quality of education, the
aggressive and predatory spruiking
of courses, and the undermining of
the Australian system. Australia’s
Vocational Education and Training
system is being decimated.
In recent years the media has
exposed the emergence of dodgy
training colleges including those
who have taken advantage of
disadvantaged students by signing
them up to courses and loans they
have little or no ability to complete
or repay; enrolling the same
students more than once; signing
up students and not providing
training; charging for training
then outsourcing the training
at a much lower cost; and using
brokers and cold-callers to try and
recruit new students. A 2014-15
Senate inquiry into the operation,
regulation and funding of private
vocational education and training
(VET) providers in Australia found
evidence of misconduct by private
for-profit providers including
exploitative conduct, shoddy
training, and massive profits at
public expense. In 2015, the peak
body for Electricians, Master
Electricians Australia, announced
it was using private college,
Careers Australia, to deliver its
apprenticeship training. This was
despite low completion figures
and allegations of the company
using door-to-door salespeople
aggressively targeting potential
students in disadvantaged areas

by offering them free laptops and
using fake entrance exams. In April
2017, federal funding was stripped
from Careers Australia (Bagshaw
and Knott, 2017; Bagshaw 2015).
In the construction sector, the
CFMEU has been made aware
of private training organisations
engaging brokers to go on to
construction sites to spruik dodgy
courses, particularly through
the use of Recognition of Prior
Learning (RPL). Recognition of
Prior Learning allows companies
to use workers’ existing experience
to count towards a formal
qualification, giving the for-profit
provider an opportunity to charge
for, and provide qualifications,
while at the same time reducing
the money and effort spent by the
provider in actual education. At
one stage, the Government had
provided funds to private providers
for RPL at the same rate as full
courses despite the lower costs.
This provided an incentive for
unscrupulous for-profit providers
to provide as much RPL as possible
to people already working in the
industry.

“It’s known as ‘ticking and
flicking’. They’ll wander
around the place ticking off
a check list of skills they
think the worker already
has, and that minimises the
cost of training. Absolutely
it’s a rort, and as I say, it
constitutes a theft, a theft
against the Commonwealth
by not delivering people
with the skills the economy
requires … it’s a theft of
those workers’ aspirations”
– Ian Curry, Australian
Manufacturers Workers
Union.

The spruiking of courses is not
limited to RPL, shop stewards
have informed the CFMEU that
representatives of Registered
Training Organisations (RTOs)
engage people to come onto
site in order to sign up as many
potential students as possible.
For example, for a government
subsidised course, an RTO will

take a per centage for themselves,
then engage and pay a broker
company who will send out people
to sites and pay them a set amount
for each person signed up. The
CFMEU has also been made aware
of predatory and deceptive sales
strategies including free laptops
for signing up to courses. Stories
have been told of brokers going on
site and deceiving workers telling
them falsely that there is a new
licensing system coming into place
that will require tradespersons to
have a particular license in order
to continue working. In order to
continue to work, they will need to
sign up to the course the broker is
spruiking to be qualified to obtain
the license.
It is not only private providers
who are profiting. Competencybased training coupled with
increased funding to for-profit
private providers has also resulted
in individual businesses as
employers setting up Registered
Training Organisations. Many
of these organisations train
students solely with skills specific
to their particular enterprise –
skills that are not transferable
across industries, or in many
cases, even across companies.
This has resulted not only in
employers transferring the costs
of developing firm specific skills
in their employees away from
business and towards taxpayers
and apprentices and trainees (see
section The economic benefits
of apprenticeships), but also has
created a scenario where business
actually makes a profit from
taxpayer money simply through
training its own staff. This is
particularly prevalent in the fast
food industry, where multinational
organisations have set up their own
Registered Training Organisations
to provide traineeships (for
example Certificate II in Retail
Operations) which teach students
skills such as preparing, displaying
and advising on menu items and
performing stock control etc. By
having a formal training contract
with their staff, they are also able
to save costs by paying lower
trainee wages. Though prolific in
the fast food industry, employer
RTOs also exist in industries such
as construction.
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The privatisation of the VET
sector has been largely motivated
by the same ideologies as the
deregulation of the broader labour
market. It is based on the idea
that the increased competition
will make providers more efficient,
driving down costs as institutions
compete with each other and
offering more user-choice. The
reality is many courses offered
by private providers are of
increasingly low quality and in
areas that don’t necessarily match
with areas of skill shortages in the
broader labour market. There is
no consideration of the benefits
of education to the apprentice’s
future or the wider economy. The
quality of education provided by
for-profit private providers is often
lower, and as a result, confidence
in vocational qualifications is
undermined and courses are not
increased in areas of economic
need, but rather in areas where the
most profit can be made.

The dismantling
of regulatory
oversight
14/

Further compounding the problem,
has been removal of the teeth
from many of the regulatory
organisations supporting
apprenticeships resulting in
little oversight of the quality
of education and support for
apprentices. Prior to the reform
of the vocational education
system beginning in the 1980s,
TAFE and apprenticeships were
predominately a state based issue.
Though the structure differed
by state or territory, apprentices
attended trade technical colleges
or secondary technical schools
and oversight of the vocational
education system sat with the
state or territory. State Education
Departments largely held
the responsibility of ensuring
vocational education system met
economic imperatives, with state
funding going directly to colleges
to fund hours based on needs,
as well as practical oversight of
apprenticeships. In some states,
inspectorates monitored and
enforced relationships between
employers and apprentices, with
field officers physically attending
worksites to ensure compliance.

Their capacity to do so was often
enshrined in regulation. Consistent
with national focus on an industry
led system designed to meet the
needs of business, in the late 1980s
and early 1990s, state and territory
governments moved oversight for
TAFE from the education portfolio
to employment and training
(Goozee, 2001).
As part of the creation of a
nationally consistent VET system,
in the early 1990s the ANTA
agreement between the Federal
Government and state and
territory governments required
each state or territory to have a
State Training Agency that held
responsibility for VET within that
region. This required either the
development of a new agency or
an altering of the functions of an
existing body to ‘emphasise its
primary role of advising on training
needs and promoting training’.
While the development of state
training bodies provided benefits
to the VET sector, the transfer
of focus away from the more
practical enforcement elements
of regulation to advisory roles
contributed to a parallel weakening
of the practical oversight functions
of regulatory bodies. The result
was a weakening of monitoring and
enforcement to ensure compliance
with regulations by employers and
apprentices.
The improper and ineffective
regulation, monitoring and
compliance of for-profit providers
and courses has contributed to the
proliferation of low quality, poorly
targeted education and the rorting
of taxpayer money.
Overtime, the ability for unions to
fight for TAFE and apprenticeships
has also been undermined. The
tripartite nature of regulatory
agencies has largely disappeared
with the role of unions in state
training agencies and industry
skills councils diminishing as
representation by industry has
increased. Despite the negative
impact deregulation has had, the
Coalition Government continues
to encourage deregulation and
focuses primarily on meeting
the needs of employers and
increasing the profits of forprofit private providers. Pfeifer
(2016) argues the Coalition

Government has continued to
reduce the role of unions further
by repealing Industry Skills
Councils (ISCs) which included
union representatives ‘stressing
that industry (employers) are the
dominant player’ in the training
package process. The scope for
unions to promote access to
education via collective bargaining
has also been severely limited, and
may even be prohibited under the
Government’s ABCC regulations.

RECOMMENDATION 1.1:
Government funding for the
VET sector needs a complete
overhaul to eliminate poor
quality education and
exploitation of students by
some unscrupulous for-profit
providers. TAFE funding needs
to be restored.

RECOMMENDATION 1.2:
In addition to ensuring
students meet relevant
proficiencies, minimum
nominal hours of vocational
education need to be attached
to competencies.

RECOMMENDATION 1.3:
Modes of delivery need to be
regulated to prevent for-profit
private providers from cherrypicking units to be provided
entirely online in order to
maximise profit and to prevent
the further proliferation of
‘tick and flick’ for-profit private
providers.

RECOMMENDATION 1.4:
There needs to be a review of
government funding to ensure
that employers are not able to
transfer the costs of enterprise
specific education to
employees and the taxpayer
by accessing taxpayer funds
to train their employees with
enterprise specific skills (see
section The economic benefits
of apprenticeships for more
detail).

2. THE DECLINE IN
APPRENTICES:
A STATISTICAL
OVERVIEW OF
APPRENTICE NUMBERS
“Since 2012 there has been
a 45 per cent drop in the
number of apprentices in
training. This represents
a system on the tipping
point of crisis and the stark
numbers of apprentices
falling away from the
system make it clear that
we need to improve its
performance.” – Jennifer

Westacott, CEO of the
Business Council of
Australia

The Australian VET system is in
crisis. In the most recent NCVER
data, in the five years from June
2011 to June 2016, the number
of apprentices and trainees
in training dropped almost
40 per cent from 459,200
to 282,900.5 This has
included a fall in training
for technicians and trades
workers from 214,000
to 176,100. The total
number of apprentices
and trainees commencing
training each year in all
occupations has almost

5. NCVER data combines statistics for both apprentices and trainees

halved from 321,100 to 168,800
and completions have fallen from
173,100 to 107,900 (NCVER, 2016).
The recent fall in trade
apprenticeships has largely
occurred since funding
deregulation in 2012, following a
decade of growth. The following
graph shows Australia’s training
rate for trade apprentices,
calculated as the number of
apprentices in-training to
employment in the relevant
industry. From 1974 until the
early 1990s, Australia’s training
rate for trade apprentices sat
at approximately 12-13 per cent.
In the 1990s, the proportion of
apprentices decreased to around
10-11 per cent. The rate rose in
the 2000s before decreasing
approximately 20 per cent from
13.6 per cent to 10.9 per cent
between 2011 and 2015.
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A problem of
cancellation and
non-completion
NCVER estimates that for
apprenticeship and traineeship
contracts commencing in 2014,
approximately half will not be
completed (a completion rate
of 50.5 per cent).6 Almost 6
out of 10 apprentices in trade
occupations will not complete their
apprenticeship (completion rate
41.4 per cent). For construction
trade workers and construction
and mining labourers the
completion rates are estimated at
43.4 per cent and 49.8 per cent,
respectively (NCVER, 2015).7
Though care should be taken
comparing figures due to different
methodology and dates, research
by Edwards and McMillan (2015)
suggests that the completion
rate for the university sector is
much higher, nearly three quarters
(73.6 per cent) of domestic
bachelor students in 2005 had
completed their degree by 2013.
Apprenticeship and traineeship
cancellation rates seem to be
higher than other overseas
countries. Cebella (2016) finds that
rates of dropouts and cancellations
of apprenticeships and traineeships
in Australia are twice the level
recorded in many European
countries.
The situation appears to be
worsening, the proportion of
apprentices and trainees cancelling
or withdrawing from training has
steadily increased over the past 25
years. Over a third (35 per cent) of
trainees and apprentices cancelled
or withdrew from studies in 2015
(taken as the ratio of cancellations
to those in training) almost three
times the rate in 1990 (13 per cent).
This included a cancellation rate of
31 per cent for trade apprentices
and 34 per cent for apprentices in
the building industry.

Apprenticeship
growth and the
broader Australian
economy
Apprentices and trainees make
up 2.3 per cent of the Australian
labour force and 10 per cent within
trade occupations (down from
10.9 per cent in 2014) (NCVER,
2016). The importance of the
apprenticeship and traineeship
system is emphasised by the fact
that there are currently 1.7 million
trades and technicians workers
employed in Australia making
up over 14 per cent of Australia’s
workforce of 12 million people
(ABS 2016; McDowell et al 2011).
It may be expected that
apprenticeships and traineeships
would follow economic conditions
– when business conditions are
poor employers may be less
likely to take on apprentices
and trainees, and when business
conditions are good employers
may be more likely to take on
apprentices and trainees (Clarke,
2015). However, apprenticeships
growth has been weak even during
periods of high economic growth.

underutilised in that they are not
being able to find enough work,
if they can find any work at all.
Over 13 per cent of 15-24 year olds
in Australia are unemployed and
cannot find work, an additional 20
per cent are employed, but cannot
find enough hours of work. They
are either full-time employees not
getting full-time hours, or parttime or casual employees who are
working less hours than they would
like to.
The youth unemployment rate
in Australia has grown 15 per
cent since 2012 (from 11.7 per
cent in February 2012 to 13.5 per
cent in November 2016) and the
underemployment ratio has grown
25 per cent (from 15.9 per cent
in February 2012 to 19.9 per cent
in November 2016). At the same
time, the number of apprentices
and trainees commencing and
completing has declined rapidly

Though GDP growth has
averaged over 3 per cent annually
since 1990, annual growth in
apprenticeships has been largely
non-existent. Since 2012, when
TAFE funding was slashed, annual
growth in apprenticeships and
traineeships has been negative.
Apprenticeship numbers are
not only not improving, they are
going backwards. The decline in
apprenticeship commencements
and completions has occurred
despite an increase in the number
of people in the labour force
(including an increase in the youth
labour force) and high levels of
youth unemployment.
This decline is occurring, despite
the fact that youth underutilisation
in Australia is at a record high
with 1 in 3 young workers being

6. In a survey of apprentices, Bednarz (2014) finds that employment related reasons are the most commonly cited reasons for not completing an apprenticeship. These
include experiencing interpersonal difficulties with employers or colleagues, being made redundant, not liking the work and changing career. In 2010, approximately a
quarter of apprentices did not complete their trade apprenticeship due to losing their jobs (this may be influenced by economic conditions as in 2008 the figure was
only 9.1 per cent). A more recent survey does not appear to be available. Just under a quarter of apprentices did not complete as they decided to do something different
or better. However, it appears that many who quit are not giving up on the industry all together; it is estimated that around 22 per cent-44 per cent commence another
apprenticeship many with a different employer.
7. It is important to keep in mind the methodology used by NCVER in estimating commencements and completions. NCVER statistics are based on contract
commencements and completions which follow an apprentice contract rather than an individual. For an individual commencing two or more contracts in the same
year, they are both counted. If an apprentice swaps employers, the initial contract with the first employer ends and a new contract with a new employer commences
- effectively two commencements and one cancellation. To regulate for this, NCVER also estimates individual completion rates which are adjusted based on average
recommencement data. Karmel (2011) estimates that approximately a quarter of trade apprentices swap employers during their apprenticeship. For apprentices
commencing in 2011, NCVER estimates the contract completion rate at 46.2% for trade occupations and the individual completion rate at 56.2%. For non-trade
occupations, the contract completion rate is estimated at 56.3% as compared with the individual completion rate of 58.3%.
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THE UNDERREPRESENTATION OF
WOMEN IN TRADE
APPRENTICESHIPS
Many trades are traditionally, and
remain, heavily male-dominated –
including in the CFMEU industries
of construction, mining, energy,
and forestry and furnishing trades.
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Historically, trade apprenticeships
were largely for men. Many male
guilds controlled entry to a trade,
such as blacksmithing, and actively
excluded women. Some guilds
had women members, primarily
in industries such as textiles. As
early as 1882, Helen Robertson
and workmates established
Australia’s first female trade union,
the Tailoresses’ Association, to
fight against reduced piece-rate
wages. Their strike in 1883 was
seen as fundamental to the 1885
Factory Act which led the way for
improved conditions and wages in
the textiles industry.
The substantial movement of
women into male dominated
industries began during World War
II, when women entered trade jobs
that had previously been men’s
work as many tradesmen went
off to war. Women were paid at
rates lower than men with the
expectation they would leave the
job when the men returned from
war.
“Not only have women stepped
into men's trades at short notice
and rapidly acquired skills that
were assumed to be naturally male,
but many of them found great
pleasure in the work and were
bitterly disappointed that they
could not find employment in their
field when the war ended. Early in
World War II, for example, women

established voluntary organisations
to train other women in men's
trades. They worked in aircraft
industries, signals, munitions and
motor transport work. Though their
competency in those areas was
celebrated at the time, it was soon
forgotten after the national crisis
was over” – Associate Professor
Georgine Clarsen, University of
Wollongong
When the men returned from war,
social pressure was put on women
to return to their “rightful place”
in the home. With a view that the
Great Depression may return, jobs
were considered scarce and were
rationed by social consensus to
the male as the family provider.
In 1946, the Tradesmen’s Rights
Regulation Act was passed that
protected pre-war tradesmen from
non-apprenticed “dilutees” such as
women (NCVER 2011). In the 1970s
through 1990s, women fought to
enter the trades and preferment on
the grounds of sex was abolished
(Knight, 2012).
Clarson (2014) argues that many
of the elements of previously
male-controlled systems of work
and vocational education have
persisted to today and make it
hard for women to enter or remain
in trade occupations. Women’s
underepresentation in the trades
has changed little since the 1980s
(Pyke, 2014). In many trades
women face barriers including
gender stereotypes, cultural and
structural problems, and in many
cases even simply a lack of gender
appropriate facilities. This underrepresentation of women in male-

dominated industries has been
found to impact gender inequality
(including gender pay inequality),
industry performance as well as
the economy (Australian Human
Rights Commission, 2013). While
women make up over 46 per cent
of Australia’s labour force, they are
highly unrepresented in the trades
with only 15 per cent of technicians
and trades workers identifying as
female (ABS, 2016b).

“It is clear that women’s
representation in nontraditional trades and
especially in the core trades
of construction, electrical
and automotive has been
consistently tiny for three
decades at least... Women’s
participation in trade and
technical training tends to
parallel their participation
in trades and technical
employment…’ Women NSW (2013)

The under-representation of
women in many trades has its
roots in education. As at June
2016, NCVER estimates that 77,164
of 282,870 people (27 per cent)
in training as an apprentice or
trainee identify as female. For
technicians and trades workers,
women make up only 10.9 per cent
of apprentices and trainees. The
proportion of females depends
largely on the occupational group
with women making up 93 per
cent of students in carer and
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aide occupations and 78 per cent
in general clerical occupations.
By contrast, women have the
lowest representation in trade
occupations such as construction
trades, where they make up only
1 per cent of students (NCVER
2016b).
Women also drop out of trades
apprentices at higher rates than
men. While females make up
10.9 per cent of technician and
trades workers, they contribute to
14.7 per cent of withdrawals and
cancellations. In construction,
1.6 per cent of cancellations and
withdrawals are female, compared
with 1.2 per cent of those currently
in-training. This figure suggests
that, not only do women face
barriers when entering trade
apprenticeships, but even women
who overcome the barriers face
substantial challenges. In 2014,
a report prepared for the NSW
State Training Services found that
sexism and bullying were major
contributors to women dropping
out of apprenticeships (Quay
Connection, 2014).
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‘Almost every woman who
participated in focus group
discussions had experienced
some unpleasant or inappropriate
workplace behaviours - bullying,
discrimination or sexual
harassment. It is not that they are
unprepared for problems – 84%
of survey respondents say that
they knew it would be a challenge
‘being a female in a maledominated environment’ – but
they do not expect to work in an
environment of innuendo, prejudice
or sexual propositions.’
Social norms and culture are also a
significant factor, while most males
learn a trade straight out of school,
many women have tried other jobs
and education before commencing
a trade apprenticeship. On average,
women surveyed in the report
started an apprenticeship at age
21 after spending 3 years thinking
about taking one up. Many of these
women suggested that they did
not see themselves as a target
of employer recruitment with
career advisors rarely suggesting
apprentice pathways.

And they’re not necessarily wrong;
despite a majority of employers
in the survey indicating they are
positive about female apprentices,
45 per cent believe women are not
always up to the physical challenge
and a third express doubts about
their own capability to manage
female apprentices. Employer
comments included: ‘Never
considered it. There’s just no place
for a women on a coal loader’ and
‘all day in the truck with a girl? The
wife wouldn’t like it.’
Though many women are not
welcomed in the beginning, many
who continue find the negative
comments and attitudes wear off.
Eighty-eight per cent of women
apprentices surveyed feel that
their workmates now support
them and want them to succeed.
Those who discontinued were less
positive about their experiences,
with a third believing they were not
treated fairly at work and around 1
in 6 believing they did not have the
support of their workmates.
Many of those who succeed
indicate that fitting in means a
thicker skin, letting things ride
and acting in a certain way – like
a boy. Both employers and female
apprentices in the survey indicated
to do well in an apprenticeship you
need to be a ‘certain type of girl’.
‘If you can’t handle boys swearing,
pictures of a girl in a bikini,
working in close physical proximity
with men, this isn’t for you. You
have to be able to understand car
talk’; ‘You have to have some selfconfidence, have to be able to stay
yourself, not become what they
expect you to be – all weak and
girlie’; ‘You have to lose yourself a
bit –no nail polish, no jewelry, tight
hair, tight bra so you’ve got no
shape’
Often it is even as simple as a lack
of female facilities, one female
apprentice commented: ‘Even at
TAFE, we don’t have a women’s
toilet. We are the only women
in the class and we have to walk
across the campus to use the
female staff toilet. Everyone
watches us, everyone knows where
we’re going.’ this has, in the past,
been a particularly large issue
where entire groups of workers
showered after shifts in group
showers. New mines have been

built with additional change rooms
for women, while older mines have
had washrooms renovated.
An additional substantial problem
for women with primary carer
responsibilities in the mining
industry is inflexible shift rosters –
12 hour shifts, some with 14 days
off and 7 days on.
In order to attract more females
into apprenticeships change is
needed. Cultural change in both
the workplace and society is
needed, sexual harassment and
bullying are never acceptable.
While the NSW report finds that
much of this behaviour is not
malicious, repeated experiences by
women undermines their education
and reduces their likelihood of
completion, which has further
implications for women’s overall
representation in the trades.

Recommendation 2.1:
Investment needs to be
made by governments,
unions, employers, schools
and vocational education
institutions in addressing
negative workplace behaviour
and facilitating culture
change. Gender stereotypes
need to be challenged
through education campaigns
and policies and further
investment in policies and
programs to encourage more
women into apprenticeships.
Recommendation 2.2:
Gender appropriate facilities
must be provided in all
educational institutions and
workplaces or alternatively
mixed facilities with sufficient
individual privacy where
appropriate.
Recommendation 2.3:
Significant investment needs
to be made to dismantle
structural barriers facing
women in male-dominated
workforces, including access
to family friendly working
environments (e.g. flexible
rosters and hours).

Case study:
The trials of an Australian
woman apprentice

Monique, 18, is completing a
Certificate II in Building and
Construction (Carpentry) Preapprenticeship at the Victorian
CFMEU Construction Education
and Training Unit, but her path to
get here hasn’t been easy.

related experience. Despite her
resolute and clarity about her
future, Monique doesn’t feel she
was supported by the school, her
teachers or her peers; when it
came to following her dreams, she
was offered little support.

Sitting in a class of apprentices
and pre-apprentices at the CFMEU
Training Centre in Melbourne,
Monique stands out, not only
because she is the only female
in the class, but because her
presence has an air of maturity well
beyond her years and that of her
classmates.

She says that when she told her
male friends that she was going to
apply to be with them completing
VCAL, she felt hostility because
she was female. “They didn’t want
me to be in the class”. Upset
because these were supposed to
be her mates, she spoke with her
teachers and the school, but she
feels their response was negative
and they just weren’t interested.
She sensed the teachers supported
the boy’s views, telling her she
seemed to be doing alright as she
was, and that she should keep
doing VCE – “I just didn’t feel that
they believed I could do it”.

Monique has known she wants to
be a carpenter for years. She has
always been a practical person, she
knew she wasn’t the type of person
to be stuck in an office “I knew I
wasn’t in the books, I was more
hands on”. Her desire to become
a carpenter was sparked in her
Year 7 woodwork class, she loved
working with her hands, and once
she started, she didn’t want to stop
– “This is what I want to do… this is
my passion!”
Rather than completing the
standard Victorian Certificate
of Education (VCE), Monique
decided she wanted to do the
hands-on alternative, the Victorian
Certificate of Applied Learning
(VCAL), to gain practical work-

Unsupported, Monique decided not
to complete her VCAL, but instead
to continue with an unscored VCE
- which she considers a waste of
two years. She didn’t give up on
her dream of being a carpenter,
and even pushed to do woodwork
in Year 11. But she was told that
the school couldn’t afford a year
11 woodwork class because there
were not enough people willing
to do it. After completing VCE,
Monique began to look into TAFE

courses, when her dad gave her
information about the CFMEU’s
pre-apprenticeship carpentry
program.
She recognises it is difficult being
one of the few females in her
chosen occupation. While the
other boys have adapted to her
being in the class, and they now
all look out for each other, she still
feels it is harder. She feels she is
sometimes treated as a princess by
the boys and has had to actively
try to fit in, rather than just be
herself. Sometimes, when she
offers help to some of the boys in
her class, they don’t want to take it
because she is a girl. Despite their
best intentions, sometimes her
school mates and teachers check
to see if she needs help, when
they don’t ask the boys – “You
either get given too much or not
given enough… I feel like it’s always
gonna be like that”. Her friends
are also on different life paths, not
understanding her need for early
nights and early mornings.
Despite the challenges she faces,
Monique is one of the top students
in her class. She wants to do
something for herself, and she is
not going to give up.
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3. WHY ARE
APPRENTICESHIPS
IN DECLINE?
“The alarming decline in
apprentices and trainees across
the nation continues to highlight
the dire state of the apprenticeship
system” Megan Lilly, Head of
Workforce Development at the
Australian Industry Group.
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Labour market
for apprentices: a
problem of supply
or demand?
Reform in the VET sector has
led to a demise in the number of
Australian apprentices in training.
Though, while the number of
apprentices commencing and
completing apprenticeships is in
decline, the data by itself does
not indicate whether the decline
is a supply side or a demand side
problem, or a combination of
both. That is, are apprenticeships
in decline because young people
are choosing not to take up
apprenticeships (i.e. employers
can’t find apprentices) or are they
in decline because employers
are not offering sufficient
opportunities?
Apprenticeships differ substantially
from other class-based trained
occupations. In addition to classbased learning, skills in the trades
are largely developed through
on-the-job training and learning
by doing. As such the decision

to invest in training is not made
solely by the potential apprentice
but also by employers. That is,
the availability of training for a
potential apprentice is dependent
on the offer of employment by
employers (Toner and Woolley,
2008).
Reliable data on the number of
apprentice vacancies is not readily
available, and the number of
applicants for vacancies is difficult
to find. This is partly due to the
difficulty in obtaining information.
The ABS estimates that in 2015,
approximately 27,400 persons
applied but were unsuccessful
in obtaining an apprenticeship
position. In 2014, 35,300 applicants
were unsuccessful. Based on ABS
estimates that approximately
94,000 people commenced an
apprenticeship in the 12 months to
May 2015 (78,100 to May 2014), it
can be estimated that up to a third
of potential apprentices are unable
to secure any apprenticeship (ABS,
2015).
This is consistent with anecdotal
evidence such as that from
Australian Apprenticeships
Pathways who suggest that
on average it takes potential
apprentices 6 to 9 months to find
an apprenticeship and research
conducted for the National
Resource Sector Employment
Taskforce in 2010 that found that
in some industries skills shortages

are more a factor of reluctance of
employers to provide positions
rather than a lack of potential
apprentices (EE-Oz Training
Standards 2011; McDowell et al
2011). It is also consistent with
evidence from the Construction
Industry by CFMEU organisers
who indicate that the supply of
apprentices vastly outweighs
demand. Organisers stated they
were receiving large numbers of
calls from potential apprentices
unable to find positions, and that
few opportunities were available
particularly in the commercial
sector. This is despite a study into
the labour market which found
construction trade apprentice
vacancies were the hardest to fill
(although the same study found
an average of 10.4 applicants per
vacancy and 1 in 3 employers
being approached directly by
potential apprentices looking for
apprenticeship opportunities).
Obviously, vacancy rates differ by
industry and trade. For example,
CFMEU organisers indicate
difficulty in finding apprentice
glaziers. However, as a whole, it
appears the supply of potential
apprentices is greater than the
number of apprenticeships
available.
For 2014-15, the Australian
Department of Employment
undertook research into the labour
market for apprentices, speaking
with 170 employers and Group

Training Organisations across
five trade groups (automotive,
construction, electricians,
engineering and food trades).
They found that vacancies for
apprenticeships were highly
competitive, with an average of
22.3 applicants per apprentice
vacancy, with considerable
variation by occupation group
– indicating that for every job
vacancy at least 21 applicants are
unsuccessful.
The study only focused on the
experiences of employers (not
apprentices) and found that a large
number of employers indicated
that it was difficult to recruit for
apprenticeship positions. Despite
22.3 applicants per vacancy on
average, employers estimated
2.4 applicants were suitable
for each position. The main
reasons cited for difficulties in
recruiting applicants included
insufficient trade skills, inadequate
experience and a lack of passion or
commitment to the trade.

While this may suggest some
evidence of a supply side problem,
it appears that employers are
receiving a large number of
applications for positions. Some
employers have even stated
difficulty in filling vacancies “due
to the volume of applications to
sort through”. What does emerge
is a suggestion that employers’
expectations of potential
apprentices may be too high. A
primary reason why employers
consider applicants unsuitable
is due to a lack of existing trade
skills or experience, despite
apprenticeships being an entry
level training position - a catch-22
for young people seeking to
undertake and apprenticeship to
gain training and experience in a
trade. Many employers indicated
they wanted to recruit apprentices
with a mature attitude and existing
trade skills or experience, but
were also unwilling to hire mature
age apprentices due to the higher
wage entitlement. A number
of employers also sought later
year apprentices as they wanted
someone who required little
supervision.

Recommendation 3.1:
Data on the number of
apprentice vacancies vs.
number of applicants needs
to be adequately collected to
give a clearer picture of the
labour market for apprentices
and trainees.
Recommendation 3.2:
A study of employer
expectations of apprentices
needs to be undertaken.
If employers are using
apprentices solely as cheap
labour, looking only to hire
partially skilled or experienced
apprentices while at the same
time being unwilling to pay
extra for it, it is not surprising
that employers find most
applicants unsuitable.
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The growth of the pre-apprenticeship
and school-based apprenticeships
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Pre-apprenticeships are a course
of study where students undertake
introductory training in the
industry in which they would like
to commence an apprenticeship.
Unlike apprenticeships, where
apprentices are employed and a
relationship exists between the
apprentice and the employer,
a pre-apprenticeship generally
has no employer engagement,
the relationship is one between
the student and the training
institution. Pre-apprenticeships
are often viewed as a pathway
to obtaining an apprenticeship
for those who may not be able to
secure one otherwise.
The modern form of preapprentices originated in the 1970s
to assist young people who were
experiencing a difficult school to
work transition (Stromback, 2012).
Pre-apprenticeships provide largely
classroom based, trade-specific
and general skills to prepare
students for an apprenticeship.
Students can then receive credit
towards their apprenticeship
for training already completed.

Training before apprentices set
foot on a workplace is immensely
valuable, particularly in industries
(such as construction and mining)
where safety is crucial and where
having students unfamiliar with
the workplace or industry is
potentially more dangerous.
Pre-apprenticeships can also act
as a screening device to ensure
potential apprentices are interested
and allows employers to filter out
‘unsuitable candidates’ (Dumbrell
and Smith 2007; Strombock 2011).
This is particularly relevant where
surveys find a large number of
employers fail to fill apprenticeship
vacancies due to insufficient trade
skills and inadequate experience of
applicants.
While pre-apprenticeships are
not compulsory, a large number
of students are undertaking preapprenticeships as a pathway
to obtaining an apprenticeship
they may not be able to secure
otherwise (Dumbrell and Smith
2007). The popularity of pre-

apprenticeships highlights the
difficulty many people have in
obtaining an apprenticeship.
Karmel and Oliver (2011) and Foley
and Blomberg (2011) estimate
that approximately 28 per cent of
apprentices and trainees in trade
occupations have completed preapprenticeship programs.
There is no data collected on the
number of pre-apprenticeships
being undertaken, estimates
have ranged from 10,000 in
2000 to around 64,800 in
2009. Data on the outcomes of
pre-apprenticeship students is
also not clear, as much of the
conclusions are based on surveys
or inconsistent definitions of what
constitutes a pre-apprenticeship
(Toner and Lloyd, 2012). In 2011,
NCVER undertook a study into
the effect of pre-apprenticeships
on getting an apprenticeship
in Western Australia, they find
that while undertaking a preapprenticeship doubles a nonschool student’s chance of getting
an apprenticeship this was still
only an increase from 12 per cent

to 23 per cent (Strombock, 2011).
Foley and Blomberg (2011) estimate
that less than half (43.5 per cent)
of students who undertake a
pre-apprenticeship continue with
further study.
Toner and Lloyd (2012) conducted
a survey of 15 pre-apprenticeship
providers and found that 70-80
per cent of those who complete a
pre-apprenticeship move on to an
apprenticeship course. However,
the outcome of this study is largely
influenced by the outcomes of
Group Training Organisations
(GTOs) or trainers linked to
GTOs which employ apprentices
specifically to place with host
employers. These institutions
have better outcomes as they are
substantially more selective on
intake and often have apprentice
positions lined up.8 For TAFEs,
there were more mixed results with
some TAFEs reporting outcomes
rates of 60-100 per cent while
other TAFEs “were unable to report
figures or at least implied they were
likely to be low.”
Ideally, pre-apprenticeships
should be about giving potential
apprentices valuable training before
they go out to work on a job site,
particularly in dangerous industries.
They should not be about making
students workplace competent,
which should occur in an
apprenticeship. Pre-apprenticeships
are increasingly being used by
employers as a mechanism to
transfer responsibility (and the
costs) of training from the employer
to apprentices. This should not
be their purpose. Many for-profit
private training providers are
offering demand-led courses in
order to increase revenue, recruiting
students even though there are
no apprenticeships available after
completion.
Pre-apprenticeship programs are
also being provided in a school
setting through school-based
apprenticeships. In Victoria,
the large majority of preapprenticeships are completed in
schools. Though these programs
are admirable in that they intend
to give students more of an idea
of the industry, they often do not
provide the same level of training
as TAFE-based pre-apprenticeships.

As secondary school subjects
often have requirements for the
number of students in any class
it also means many young people
are commencing certificate level
training in subjects they have no
interest in continuing, while others
are unable to access a place when
they have a real interest.
Secondary school students are also
able to undertake school-based
apprenticeships where they work
as a part-time trainee or apprentice
while also completing secondary
education. The motivation for
the program is that students
are able to enter the workforce
while remaining at school and
completing some secondary
school education. The problem is
that rather than completing both
secondary education and making
headway into an apprenticeship,
the result is that often neither is
completed well. One significant
problem with school-based
apprenticeships is non-continuity.
With only 1 or 2 days a week
on a worksite, students are
regularly unable to see tasks all
the way through to completion.
For example, as framing a small
house may take 3 or more days,
an apprentice will only ever get
part-way through. As a result,
many school-based apprentices
are designated to work, such as
cleaning up or labouring, where
there is little opportunity to
learn. Apprenticeships are also
designed to have training and
practical work experience run in
parallel, but frequently schoolbased apprentices get too far
ahead in their training without
the supporting on-site learning.
The extended time it takes to
undertake an apprenticeship,
inherent in the part-time nature of
the school-based apprenticeships,
means that by the time they get to
the workforce, a lot of the schoolbased training the apprentice has
received has been forgotten by the
time they can match that training
with direct onsite experience. Many
employers find that while they
are required to pay a higher rate
of pay to apprentices who have
completed certificate level training
at school, many have a lower
level of knowledge than that of a
second or third year apprentice
undertaking an apprenticeship at
TAFE.

It is crucial that secondary school
students have the opportunity
to undertake subjects that will
give them a taste of industry and
encourage them to pursue further
vocational training, such as an
apprenticeship. However, the
current system of school-based
apprenticeships may not be the
best approach. Secondary school
students should be able to do
taster units which will support
their decision to undertake an
apprenticeship at TAFE, rather
than having students complete
certificate level training on a parttime basis.

Recommendation 3.3:
NCVER should collect specific
data on pre-apprenticeships
including the number of
students enrolling in and
completing pre-apprenticeship
courses. Private training
organisations offering preapprenticeship courses should
be required to undertake
adequate destination surveys
and publish the resulting data
in order to ensure they are
not recruiting large numbers
of students even though
there are no apprenticeships
available to them on
completion.
Recommendation 3.4:
School-based preapprenticeship and
apprenticeship programs
need to be reformed as their
fragmented and discontinuous
nature means many students
receive insufficient worksite
experience to support
classroom based learning.
Programs in schools should
be aimed at giving students
a taste of the industry and
encouraging further vocational
training at TAFE rather than
having students complete
certificate level training in a
part-time environment.

8. GTOs in this study were highly selective on which students they undertook to complete the pre-apprenticeship with approximately 25 to 80 per cent of applicants failing
to pass selection and then 40 to 85 per cent of those who pass proceeding onto a pre-apprenticeship.
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The AEU Stop TAFE Cuts campaign
The TAFE sector in Australia is
being destroyed; thousands of
teachers have lost their jobs
while countless numbers of young
people are carrying increasing
debt, often with nothing to show
for it. The Australian Education
Union is undertaking a campaign
to fight to restore funding to
Australia’s public TAFEs and to
restrict government payments to
for-profit private providers. The
AEU argues for a guarantee that a
minimum 70% of all government
funding go to TAFE, and an
urgent independent review of the
vocational education sector.
The AEU calls on all governments
to support their TAFE colleges
into the future. Support that will
allow TAFEs to continue to provide
quality vocational education and
opportunity to students, employers
and communities by:
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•

Guaranteeing a minimum of
70% government VET funding
to go to TAFE;

•

Suspending the operation
of the student loan scheme
pending a thorough,
independent review;

•

Suspending the registration of
any new private providers; and

•

Developing and implementing
strong regulation and
monitoring all private colleges.

The AEU identifies two actions the
Government could undertake to
immediately stop rorting of the
system:
•

•

Establishing a cost of delivery
and regulating fees. State
and Federal Governments are
handing billions of dollars of
funding to for-profit private
colleges for which there is no
fee regulation at all. This means
that tax-payers are funding
the profits of private for-profit
providers while having little or
no idea how much the courses
actually cost to deliver. The
Government has refused to
properly investigate the actual
cost of delivery of a VET
course, and to regulate fees in
the sector; and
Setting a minimum number
of hours that providers
have to deliver. There is no
requirement for a minimum
number of hours of training
to be delivered, and until
very recently, no requirement
for any training whatsoever.
This means it is actually
more profitable for for-profit
providers to run a college
where students don’t turn up.
The Government has refused to
mandate a minimum number
of hours which providers must
“deliver”.

These two measures, in concert
with 70% guaranteed funding
and an independent review of the
sector would ensure the future of
our TAFE system and vocational
education sector.
The AEU has created the Stop
TAFE Cuts campaign to bring
together teachers, students,
apprentices, community members
and unions in the fight to protect
the TAFE system.
Head to www.stoptafecuts.com.
au to join the campaign, download
resources, get your activist kit, and
participate in campaign activities.
You can also find Stop TAFE Cuts
on Facebook and Twitter (@
TAFECampaign)
TAFE doesn’t have an image
problem – it has a huge problem
with its owners - governments who steadfastly refuse to support
it, and who turn their backs
on the evidence of the failed
privatisation experiment, and who,
far from taking a stand against
the “business models” of the for
profit sector, continue to actively
support billions of government
dollars going to private for-profit
providers.

4. CHANGES TO THE
NATURE OF WORK
AND THE IMPACT ON
APPRENTICESHIPS
Deregulation of the broader labour
market and increased flexibility
has led to an increasing number
of Australian workers facing
precarious and insecure work. Over
2 million workers are engaged on
casual contracts in Australia and
many others are engaged through
labour hire or hired as independent
contractors on ABNs (particularly
in the trades) (Jones, 2016).
Combined with additional changes
such a reduced role for the public
sector in large scale projects,
and changing social perceptions
of trade workers, the changing
structure of the labour market
has contributed to declining
apprenticeship numbers.

Growth of
the Subbie:
subcontracting,
ABNs and sham
contracts
‘A vicious cycle is at work as
employers are driven by price
competition and/or skilled
labour shortages to engage
workers on non-standard forms
of employment like the selfemployed and labour hire, but
this exacerbates skills shortages
as apprenticeships are almost
exclusively available to persons in
standard forms of employment’ –
Toner (2008)
The ABS estimates that
approximately 1 million Australian
workers are independent
contractors. The highest proportion
of independent contractors are
technicians and trades workers
(30 per cent) with the number
of independent contractors in
the construction industry vastly
outweighing any other industry.
Almost a third of workers in
building and construction are on
independent contracts (Jones
2016). The mining, manufacturing
and construction industries
comprise 2 per cent, 7.5 per cent
and 8 per cent of total employed
persons in Australia, respectively.

By contrast, they comprise 0.5
per cent, 4 per cent and 30 per
cent of independent contractors
respectively (ABS, 2016d).
Subcontractors, or “subbies”
work as independent contractors
under their own ABN for one or
more companies or higher level
contractors. While many of these
arrangements are for legitimate
business owners, the CFMEU
(2011) estimates that up to 46
per cent of workers working as
independent contractors in the
construction industry are on sham
contracts. Workers engaged on
sham contracts are those that
should be engaged in an employeremployee relationship, but are
rather engaged as a client and
independent contractor in order
for an employer to avoid paying
workplace entitlements and to
reduce costs.
Toner (2008) states that head
contractors have increasingly
reduced the use of direct hire
workers over time and instead
increased their reliance on
subcontractors; encouraging
competition between
subcontractors to cut labour
costs.9 He suggests that by
engaging subcontractors, rather
than employees, firms can reduce
their total costs by 20-30 per
cent through avoiding costs
such as superannuation, workers’

9. This has also lead to the proliferation of phoenixing activity in the construction industry. Phoenixing occurs when a company that has gone into liquidation or
administration transfers its assets to a new company to avoid paying tax, fines, creditors or employee entitlements. The new company continues business under a new
structure often with the same directors, etc.
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compensation, sick and annual
leave. In addition to avoiding
the costs of direct employment,
the increased preference for the
use of subcontractors has been
stimulated by uncertainty about
incoming work and the increasing
transfer of responsibility from head
contractors to subcontractors
further down the line.
The growth of the ‘subbie’
and sham contracts has had
broad negative implications for
employment in the construction
industry as well as the economy
as a whole. The increased
reliance on subcontractors has
undermined the systems that have
historically fostered the training
of apprentices. This has occurred
through both the dismantling
of crews of workers, where an
employer would engage a team of
employees – including apprentices;
as well as the reluctance of
independent contractors to
commit to the long-term training
of apprentices when there is
uncertainty as to what work is
coming in going forward.
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A study of self-employed
workers in Victoria in 1997
found the growing reliance
on self-employment in the
building industry would impede
apprenticeship training in the
future (Underhill 1997 in Doughney
and Worland 2002). It argued
that self-employed tradespersons
are often reluctant to be involved
in training apprentices as most
self-employed persons lack the
time or extra workers to be able
to supervise apprentices. When
an industry is made up primarily
of independent subcontractors
(particularly sham contracts), the
incentive to take on an apprentice
becomes little more than cheap
labour. If the structure of the
industry is such that once qualified,
an apprentice becomes a subcontractor – contracting out to
different companies than the
original employer – the original
trainer has little incentive to invest
in the apprentice’s long-term skill
development.
In addition to the growth of
subcontracting, the uncertain
nature of employment in the
building and construction
industry also contributes to fewer

apprentices. It is common-place
that workers in construction are
hired on a daily hire or weekly
hire basis. Full-time or part-time
employees can be terminated
with a day or weeks’ notice to
account for downturns and the
cyclical nature of the industry.
Employees generally receive a
higher rate of pay in compensation.
As apprentices can’t be employed
on a daily or weekly basis, the
uncertainty makes it difficult for
some employers to commit to an
apprenticeship. Consequently, it
is no surprise that larger, more
experienced employers tend to
have the highest completion rates
for managing apprentices due to
the ability to commit to longer
time frames and to invest in more
rigorous recruitment processes,
formal work plans and support
services (Bednarz, 2014).

Recommendation 4.1:
Governments need to invest
substantial money into
the elimination of sham
contracting arrangements.
Sites need to be audited to
expose sham contracting
arrangements and employers
engaged in sham contracting
need to face substantial
penalties. Government
procurement policies
should be created to ensure
government funded projects
do not involve the use of sham
contractors.

Increase in the
use of temporary
overseas workers
“It's a lazy, short-sighted
and damaging response for
governments to pass the
buck on training Australian
workers to the 457 visa
scheme.” – Dr Joanna Howe,
Senior Lecturer, University
of Adelaide
Young workers are finding it
increasingly difficult to find
employers who will hire them as an
apprentice in their field of interest,

despite investing substantial time
and money into searching and preapprenticeships. At the same time,
employers in the same industries
are crying out for temporary skilled
overseas workers as they claim
they are unable to find workers
locally due to skills shortages.
Australia’s approach to migration
has changed significantly in
the past two decades, relying
increasingly on demand-driven
temporary migration in the
interest of business, rather than
on permanent migration designed
to meet the medium to long-term
skills needs and humanitarian
interests of the country. Temporary
skilled migration visas were
originally introduced by John
Howard in 1996 to attract more
skilled workers to Australia and
to provide employers with easier
access to labour and to meet skills
gaps. The problem is, temporary
overseas workers are increasingly
being used as cheap labour rather
than as a means to meet skills
shortages and, as a result, are
undermining the education of
local workers. On 30 September
2016, there were almost 2 million
temporary entrants in Australia,
of which approximately 1.5 million
had work rights (including 677,030
New Zealanders). This included
172,190 temporary skilled (subclass
457) visa holders (DIBP, 2016).
Since 2009, the number of primary
457 visa holders in Australia has
increased 23 per cent, at the same
time the number of apprentices
and trainees in training has
decreased 33 per cent and the
training rate of apprentices has
decreased over 40 per cent (DIBP,
2016; NCVER 2016).
Abella (2006) argues that
employers will always have a
need for foreign workers if they
can lower their costs by doing
so. If employers can meet their
labour needs while reducing their
costs (including training costs) by
employing temporary overseas
workers their incentive to invest in
an apprentice is reduced. Toner
and Wolley (2008) examined
the potential effects of the shift
towards temporary skills migration
on domestic apprenticeships. They
concluded that the 457 program
has the potential to “adversely
affect domestic rates of training

in the trades”. Specifically, they
found that increasing the ease by
which temporary overseas workers
can be hired creates an alternative
supply of trade labour which
incentivises employers to engage
457 visas rather than invest in
educating locals. The Productivity
Commission (2015) also found that
the supply of qualified workers,
including migrant workers, affects
employers’ incentives to invest in
training an apprentice or trainee,
especially if employers can quickly
and cheaply fill vacancies from
overseas workers.
The problem of the use of
temporary overseas workers at the
expense of young trained workers
is occurring across the economy. A
recent article in The Age exposed
how poor quality for-profit private
institutions are leaving young
local workers unemployable, while
businesses utilise overseas workers
rather than investing in local
education (Mannix, 2017). The
article examined the hairdressing
industry, finding that between
2009 and 2013, 74,000 students
had commenced hairdressing
qualifications for an industry that
only employs 55,000. Despite
this, almost 3000 migrants have
received 457 visas as hairdressers
over the past decade with
hairdressing listed as an area
of national skills shortage. The
industry argues that vocational
education systems are producing
underqualified hairdressers. The
Chief Executive of the Australian
Hairdressing Council states “the
system has churned out probably
thousands of unemployable but
qualified, well, let’s call them
hairdressers”. Yet employers are
unwilling to invest in education or
hiring anyone without experience
and are consequently sponsoring
temporary overseas workers.
Further narrowing the scope of
training to specific skills will only
exacerbate this problem.
Increasing a country’s skills base
can occur in two ways: either
educating locally or importing
skills through the migration
of trained overseas workers.
Australia is increasingly relying
on the importation of skills at
the expense of educating young
workers. Advocates for the use of
temporary overseas labour argue

that migration and local education
can interact when skilled overseas
workers build the capacity of local
workers through the transfer of
skills, however, Toner and Wolley
(2008) argue that temporary
workers may not have the depth
of skills that are required for
tradespersons trained in Australia.
Where workers are hired on a
temporary basis, the capacity
for increasing the education of
locals is likely to be minimal. In
fact, many 457 visa holders have
been found to be working in much
lower skilled occupations than in
their original application. This is
particularly true for unlicensed
trade industries and increasingly
the case as international trade
agreements, such as the China
Australia Free Trade Agreement,
remove mandatory skills
assessments for overseas workers
in a range of trades. The reality is
inadequate labour market testing
requirements and structural
deficiencies in Australia’s migration
programs mean that temporary
overseas workers are increasingly
being used as a cheap alternative
to employing or educating local
workers.
“If Australian young people are to
acquire trades skills, employers
need to invest in apprenticeships.
The 457 temporary-entry workvisa system offers employers a
relatively easy alternative and
the government imposes few
training obligations on those who
take advantage of it. This means
that employers who do invest
in apprenticeships are put at a
competitive disadvantage and that
there is a systemic disincentive to
invest in local training.” – Toner and
Wolley (2008)
In order for employers to train
locals rather than engaging
overseas labour, it needs to
be more profitable to invest in
education, which is rarely the case.
Failing this, the Government needs
to place restrictions on the use of
temporary overseas workers, or
at a minimum impose additional
requirements on employers
utilising overseas workers to invest
in education locally. Currently,
sponsors of 457 visas are required
to demonstrate training of locals
or permanent residents through
either contributing at least 2%

of their annual payroll into an
industry training fund or spending
at least 1% of their annual payroll
on the provision of education for
their Australian employees (Jones,
2016). These obligations do not
require employers to train local
workers in the same occupation as
they are using 457 workers nor do
they impose a higher obligation
on employers who sponsor a
large number of 457 workers.
The ACTU (2015b) argues that
current training requirements on
457 sponsors are inadequate and
subject to rorting with sponsors
able to artificially minimise their
overall payroll base by setting up
additional company structures that
employ the majority of their 457
visa holder workers.

Recommendation 4.2:
Employers who have a
genuine need to sponsor
overseas workers must ensure
they are also educating
local workers to reduce their
need to rely on temporary
overseas workers in the future.
Employers should be required
to train workers and employ
apprentices in the same
occupations where they are
using skilled overseas workers.
Trade occupations should
be licensed and overseas
workers should be required
to undertake mandatory
skills assessments to ensure
their skills meet Australian
standards. Labour market
testing requirements need to
be strengthened and market
testing must be compulsory
before any 457 visa worker is
engaged.
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Group Training
Organisations (GTOs)
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Group Training is an arrangement
where GTOs employ apprentices
and trainees and place them with
host employers. It was originally
developed as a means to find
new employers for apprentices
who were unable to continue
their apprenticeships with
their original employer and in
response to the uncertain nature
of work, particularly in relation to
industries such as construction.
In group training, a GTO employs
an apprentice for the whole of
their apprenticeship and hires
them out for short periods of
time to employers who may not
have the capacity to employ their
own apprentice for the entire
length of an apprenticeship. GTOs
responsibilities include:
•

Selecting and recruiting
apprentices and/or trainees;

•

Paying wages and other
employee entitlements such
as annual leave, sick leave,
superannuation, workers’
compensation etc; and

•

Managing training on and
off the job (Australian
Apprenticeships, 2016).

The first GTOs were established in
the 1970s but began more formally
in the 1980s with support from
unions, industry and government.
The development was in response
to the increasing growth of small
businesses and the unpredictable
nature of the industry. Unions
supported GTOs as a mechanism
to pick up existing apprentices
who had not been able to
complete their apprenticeship
with their original employers
and place them with alternative
employers in order to complete
their training. In this sense, GTOs
could increase the uptake of
apprentices by overcoming some
of the impediments to employers.
Group Training was based on a
model of training where a “group
of employers” worked together to
train a single apprentice (Group
Training Australia SA, 2016). In
1981, the Government established
the Group Apprenticeship Scheme
in which the administrative costs of
non-for-profit GTOs were funded
jointly by the federal and state
governments.

While GTOs initially had the
support of unions, deregulation
post-1990 saw less government
supervision, the growth of many
smaller training organisations, and
an increase in competition and
a change in scope of activities
of GTOs, which threatened the
quality of training. In order to be
competitive, many newer training
companies focused more on price
and less on support services
(Toner, 2004) and moved away
from union negotiated EBAs.
The growth of for-profit, labour
hire style GTOs and reduced
government oversight has resulted
in numerous problems. GTOs
which focus on quality training
and offer good wages, working
conditions and support services
to apprentices are disadvantaged
compared to those which offer
employers a lower price. Where
incentives for GTOs are based
on the number of apprentices
taken on rather than placements
with host employers, GTOs have
an incentive to take on more
apprentices than they can place.
GTOs provide an opportunity to
increase the use of apprentices
by business, however they need
to be utilised properly rather than
operating as profit based labour

hire organisations. In a survey
of employers, Bednarz (2014)
finds that the most important
reason for hosting apprentices is
savings on recruitment selection
(24 per cent) and avoiding
administrative complexity (26 per
cent). One in five employers state
the most important reason for
hosting apprentices is to reduce
employment costs. Only 13.29
per cent of employers state that a
lack of sufficient continuous work
is the main reason for taking on
apprentices through GTOs – one of
the key drivers of the emergence
of these organisations.
Labour hire organisations are
increasingly moving into the
space of GTOs, attempting to
hire out apprentices as cheap
labour (often without the host
organisations knowledge).
While in many instances, the
placing of apprentices with host
organisations is restricted to GTOs,
inadequate enforcement means
many labour hire organisations
are hiring out apprentices without
being registered as a GTO. Other
labour hire organisations are
attempting to register as GTOs
with the sole purpose of accessing
apprentices for cheap labour.

An example of an apprentice who
has had a negative experience
with a host organisation is Zack.
Zack is currently completing
a Certificate III in Carpentry
(Apprenticeship) at the Victorian
CFMEU Construction Education
and Training Unit. After completing
his Certificate II in Building and
Construction (carpentry) preapprenticeship, the CFMEU helped
Zack find employment with a
GTO that placed him with a host
organisation working in a precast
yard in Melbourne for the rail
project. As a Victorian Government
procured project, the host
employer was required to engage a
minimum ratio of apprentices.

the host employer has engaged
another apprentice.

After only 2 weeks on the job,
Zack had a mobile scaffold fall
on him. Rather than calling an
ambulance to site, which would
draw attention, the host employer
took him to a medical centre to
get checked by a local GP. The GP
called an ambulance and sent him
straight to hospital – “They said
an ambulance should have been
called on-site, I shouldn’t have
been moved.” Zack suffered bone
crushing and bone and muscle
bruising and was unable to work
for 2 months. He is currently on
light duties with the GTO, while

RECOMMENDATION 4.3: The
Group Training Organisation
(GTO) sector needs to be more
highly regulated with more
oversight and enforcement
by governments. Compliance
with the protections GTOs are
supposed to offer need to be
more strictly enforced, including
restricting labour hire companies’
use of apprentices as cheap
labour.

Zack says the host employer was
not concerned with his wellbeing,
but rather with covering what it
knew were its mistakes – “They
tried to hide the evidence by
throwing scaffolding in a truck
before WorkSafe was called”.
The CFMEU organiser for the site
discovered after the incident, that
a week prior, a leg had snapped
on the mobile scaffold and that it
had been unsafely modified with
timber. The host organisation
showed no intention of reporting
the incident to WorkSafe until the
organiser arrived.
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The demise of
the public sector
workforce
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Conservative ideology advocates
for liberalisation including
deregulation and the privatisation
of the economy as a means to
improve economic performance.
As the free market is seen
as optimal, it is argued that
government regulation should be
reduced, to reduce the burden on
business, and governments’ role
in markets should be minimised
through privatisation. The
narrative advocates for the transfer
of services from the public to
private sector, reduced public
sector infrastructure spending and
an increased focus on partnerships
with for-profit private providers.
Reducing the role of government
as a user of resources means these
resources will now be available to
business. It is based on the notion
that if the role of government
is reduced, business efficiency
and profits will increase and the
benefits will trickle down to all.
What it misses, is that while private
providers are focused primarily on
profits, governments are driven
by a range of factors such as
the social benefit obtained from
infrastructure development, the
advancement of local industry, the
social benefits of infrastructure,
and increasing the skills base of
locals workers. Private providers’
primary focus on profits and
competitiveness mean they have

less incentive to invest in training
apprentices on government funded
projects.
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2

The decline reversed in the early
2000s due to increases in state
and local government employment;
employment at the Federal level
continued to decline.

sector. This comprised $25.9 billion
in building construction and $20.3
billion in engineering construction
(ABS, 2016c). Since 1986, the value
of public sector construction has
increased 50 per cent. In terms of
engineering construction, between
1986 and 2016, the total value of
engineering construction work
done for the public sector has
increased almost 74 per cent to
$7.3 billion. However, this increase
has been entirely provided by the
private sector, with engineering
construction work done by the
private sector for the public sector
increasing 240% while public
sector work has decreased by
almost 15% (ABS 2016d). As a
result, the Australian public sector
construction workforce has fallen
by over 80 per cent since 1984.
This decline has been greater than
for other sectors of the public
sector where the total workforce
has fallen by 6 per cent (ABS
2007; ABS 2016b). Public sector
employment in the manufacturing
sector has also declined
substantially.

In terms of infrastructure,
the Australian Government is
increasingly outsourcing the
majority of its construction work
to the private sector. As a result,
public sector employment in the
construction industry has reduced
dramatically. In the September
2016 quarter, Australia had over
$46 billion worth of construction
work done, including almost $9.6
billion in public sector construction
and $36.5 billion in the private

The declining role of the public
sector, particularly in sectors
that are traditionally blue collar
and trades based such as
construction and manufacturing,
has contributed to the decline
in apprentice numbers. Toner
(2008) argues that privatisation
and competitive tendering has
reduced public sector construction
capacity and resulted in private
companies reducing costs to
remain competitive - which is

The Institute of Public Affairs (IPA)
finds that Civilian Government
Employment as a share of the
Australian population reached
a peak in the early 1980s. From
the 1980s, governments began
privatising assets as part of
broader reforms, and the effect
was a reduction in public sector
employment (Novak, 2013).
“as a consequence of such
initiatives, total civilian public
sector employment declined from
a then-record high of about 1.8
million people in 1986 to about
1.6 million a decade later. This
was equivalent to a reduction in
government employees by some
11 per cent.” - Institute of Public
Affairs, 2013.
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not conducive to the training
of apprentices. Private sector
companies which do not train (and
rely heavily on subcontractors) are
able to undercut the costs of those
firms and the private sector who
do invest in training.
As government works are
increasingly outsourced to the
private sector, social benefits
such as the employment of
apprentices are often overlooked.
Toner (2008b) finds that the
primary cause of declining state
government apprenticeship
intake in NSW has included the
corporatisation and privatisation of
government business enterprises.
For-profit companies have less
social incentive to make costly
investment in the development of
local skills, rather than looking for
more cost effective options. By
contrast, Government can place
priority in developing the nation’s
skills, particularly in areas of future
skills shortage. Government
employers of apprentices are also
found to have substantially higher
completion rates than both private
employers and Group Training
Organisations. Government
apprentice completion rate sits
at 80.3 per cent (77.6 per cent
excluding defence) in comparison
to 49.1 per cent and 52 per cent
for private employers and Group
Training Organisations, respectively
(Bednarz, 2014).

In addition to increased
outsourcing of Government
infrastructure spending to
the private sector has been
the disintegration of public
procurement guidelines by
the Coalition Government
and the increasing focus on
lowest cost in procurement at
the expense of consideration
of wider financial and nonfinancial benefits. The increasing
focus on minimising costs has
restricted governments’ ability
to use procurement to generate
broader economic benefits –
such as through requirements
for contractors to engage a
certain number of apprentices.
Further yet, the CFMEU asserts
that the Government’s recently
passed Australian Building and
Construction Commission (ABCC)
legislation and accompanying
Building Code will only further
worsen the impact of the
privatisation of public construction
work on apprentice levels. It has
been argued that the code will
potentially prohibit any Enterprise
Bargaining Agreement (EBA)
linked with Commonwealthfunded work from including
clauses which require the
employment of a certain number
of apprentices in relation to the
number of tradespeople. This
regulation is in stark contrast
to state governments, such as
those in Victoria and New South
Wales who are mandating the use
of apprentices on government
funded projects. In Victoria,
under the Major Projects Skills
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Guarantee Initiative, all publicly
funded contracts of $20 million
or more will be required to use
local apprentices, trainees, or
engineering cadets for at least
10 per cent of labour. While this
is a positive initiative, it also has
fundamental flaws in that the 10
per cent of labour is calculated on
the total estimated labour hours
rather than ensuring 1 out of every
10 employees is an apprentice. This
is particularly problematic due
to the contractual nature of the
industry.
Rather than imposing backwards
regulatory initiatives that
restrict unions from negotiating
minimum ratios of apprentices
on government funded jobs,
governments should be increasing
opportunities for the education of
young local workers by imposing
strict and adequate training quotas
on government funded projects.

Recommendation 4.4:
Governments should legislate
to require government funded
projects to employ a minimum
ratio of employed apprentices
to employed persons.
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Loss of status and
social capital that
provided support
for apprentices
‘Apprenticeships are one of the
most enduring forms of training...
They are one of the few social
structures of medieval times
that are still observable today…
an enduring element of the
apprenticeship model since its
inception is this sense of mutual
obligation...’ - Karmel and Rice
(2011)
Traditional apprenticeships are a
form of social institution, where a
skilled experienced tradesperson
takes on an apprentice and teaches
them, not only the technical skills
of the craft or trade, but also the
traditions, values and social norms
of the trade they are entering into.
In medieval times, tradespersons
and craftspersons formed guilds,
societies which provided social
status and inclusion to those who
knew the secrets of a trade. On
completion of an apprenticeship, a
newly skilled worker entered into
an exclusive fellowship of skilled
tradespeople.

including relationships, informal
support services and mentoring.
Buchanan et al find that the
development of, and pride in,
trade skills is a ‘huge cultural
resource’. But that this resource is
being undermined as the profile
of Australian apprenticeships
is being diminished. While
inclusion in a community of skilled
tradespersons has in the past
provided social status, modern
apprenticeships are increasingly
being perceived as a second rate
option for those who are unable
to get into university (Laundy et
al. 2016). In fact, many apprentices
identify a lack of respect as a
reason for not completing a trade
apprenticeship (Badnarz, 2014).

Fraser, Murray and Dixon (2014)
argue that social change and the
rise of individualism has seen a
reduction in communities and a
loss of the social capital that had
previously provided support for
apprentices. In industries such
as construction, the rise of layers
of sub-contractors and selfemployed workers on ABNs has
also undermined the employer
solidarity essential for the
coordination of the apprenticeship
system (Toner, 2008).

Between 2011 and 2015, the
number of school leavers choosing
to take up an apprenticeship
after completing Year 12 declined
from 8.5 per cent to 7.5 per
cent, while the number looking
to go straight into work (4.1 per
cent to 4.9 per cent) or to go
to university (49.5 per cent to
53.2 per cent) increased. For
early school leavers, the trend
is worse with the percentage of
early school leavers taking up
an apprenticeship decreasing
from 35.1 per cent to 28.2 per
cent (Victorian Department of
Education and Training, 2015).
While it is not clear whether the
decline in school leavers taking up
apprenticeships is due to a lack of
interest, or an inability to secure
a position (it is likely both), to
entice young Australians to seek
to complete and apprenticeship
and to encourage employers to
engage an apprentice the status
of apprenticeships as a respected
and first career choice needs to be
supported.

A 2016 study by the University of
Sydney found that it is informal
workplace support systems that
contribute the most to apprentice
wellbeing, and that recent policy
developments, including cuts to
TAFE funding and the increase
in low quality for-profit private
providers, are detrimental to
apprenticeship training (Buchanan
et al. 2016). The focus by private
providers on profit and increasingly
narrow technical competences
has been at the expense of the
social aspects of apprenticeships

Increased competition for jobs
coupled with the growth of
subcontracting and availability
of temporary overseas workers
has also diminished the social
obligation for employers to engage
apprentices. Industry councils have
argued that employers are looking
to attract skilled labour from
other sources (such as temporary
overseas workers) rather than
investing in education which
“means the burden of training falls
on a small group of employers,
which diminishes the total labour/

skills pool over time. This approach
to recruitment is expensive and
fails to generate a culture of ‘fair
contribution’ in the development of
the total workforce.’ (Transport and
Logisitics Industry Skills Council,
2010).
The Queensland Chamber of
Commerce and Industry suggests
that rather than incentivising
employers through monetary
payments, they should be
intrinsically motivated: “increasing
incentives for employers may
add to a culture in which the
development of skills is a national
responsibility to be exercised by
governments (and funded by the
taxpayer), much more than the
enterprises that employ skilled
workers and rely on them for
their continuity and profitability.”
(McDowell et al, 2011). The reality
is, multiple approaches need to
be taken. Even the most socially
driven employer will not be able
to undertake an apprentice if it is
financially unviable.

Recommendation 4.5:
Government, industry and
unions should work together
with employers, schools
and other stakeholders to
raise the status of trade
apprenticeships as a valued
career pathway. Governments
should work with unions and
TAFE to fund an education
campaign to raise the profile
of the Vocational Education
and Training sector.

37/

Changes to
apprenticeship
incentives
Australians value and support
apprenticeships. Apprenticeship
training provides direct benefits
not only to apprentices and
employers but also to the wider
Australian economy through
skills transfer, improved youth
employment outcomes, equity and
social mobility for regional areas
and disadvantaged groups as well
as providing a source of skilled
labour for the broader Australian
economy. Consequently, education
is likely to be underprovided
by the private sector alone. To
encourage more apprenticeships to
be undertaken, governments need
to subsidise education or nudge
behaviour.
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The Australian Apprenticeship
Incentives Program (AAIP) is the
federal Government’s mechanism
to provide funding and support
to apprentices, trainees and their
employers. The AAIP provides
incentive payments including
commencement, completion and
recommencement initiatives as well
as trade support loans for National
Skills Needs List occupations
and other priority occupations.
Incentives are also offered at the
state or territory level by state or
territory governments. However,
the majority of state and territory
incentives are less than those
provided federally (Productivity
Commission, 2015). In 2016-2017,
the AAIP is forecast to have
provided incentives to 79,000
employers and 3000 Apprentices.
In 2015-16 it is estimated that
57,150 employers (targeted
78,000) and 6400 apprentices
(target of 10,000) received an
incentive payment (Department of
Education and Training, 2016).
The Productivity Commission
(2015) found that government
incentive payments have
been historically successful
in raising apprenticeship and
trainee commencement and
completion levels. In the mid1990s, the Australian Government
introduced a range of payments to
encourage employer involvement
in apprenticeships training; as

a result apprenticeship and
trainee participation increased
substantially. An economic review
of the Australian Apprentices
Incentives Program in 2012
found that government employer
incentives of greater than $1,000
have had significant and positive
impacts on apprenticeship
commencements. The impact
on completions has been more
varied with the Living Away
from Home Allowance and the
Commonwealth Trade Scholarship
increasing completion rates while
other incentives had little or even
negative impact (Deloitte 2012;
Productivity Commission 2015).
Since 2012, both sides of
Government have made cuts
to AAIP funding and Australian
apprenticeships. In the 2012-13
budget, the Labor Government
cut approximately $400 million
from the AAIP by discontinuing
employer commencement
incentives for apprentices in nonpriority areas and by delaying a
commencement incentive to six
months after commencement
rather than 3 months (Australian
Government, 2012). The
Productivity Commission (2015)
claims these cuts appear to have
contributed to a ‘marked decline’
in the number of commencements
in non-trade occupations. In the
2014-15 budget, the Coalition
Government cut $915 million from
apprenticeships by cutting the
Tools for your Trade program. In
July 2015, the Government also
ceased the Support for Adult
Australian Apprenticeships (SAAA)
payment which included top up
payments of up to $150 a week for
adult apprentices.
However, while government
incentives to employers and
apprentices are essential for
supporting Australian apprentices,
it is imperative that funding is
effectively targeted. Previous
funding and incentive systems
have led to rorting behaviour by
employers and the exploitation of
apprentices and trainees. A prime
example is the fast food industry,
where employers have been
found to be forcing workers onto
traineeships in order to pay low
wages and to pocket government
incentives, while providing very
little real education opportunities
(Toscano, 2015).

Recommendation 4.6:
Governments need to increase
funding and resources for
Australia’s apprenticeship
system. Funding for the VET
sector needs to be overhauled
to prevent systematic rorting
by employers and for-profit
private providers who use
incentives to lower wages, and
offer poor quality education,
while pocketing government
incentives.

Apprenticeship
wages and
conditions
Apprentice (and trainee) pay
rates and entitlements, like
other forms of employment,
are regulated under awards,
enterprise agreements and the
National Employment Standards.
Apprentices receive the same
entitlements as other staff, such as
annual leave and superannuation
and are paid while attending trade
school or TAFE. Pay increases
occur either after an apprentice
has worked for a certain amount
of time (e.g. 12 months) or when
they’ve achieved a set amount of
the skill or training requirements
of the apprenticeship (Fair Work
Ombudsman, 2017a). As set out in
the Miscellaneous Award 2010, the
minimum apprentice wage is 55
per cent of the standard minimum
wage in the first year, 65 per cent
in the second year, 80 per cent
in the third year and 95 per cent
in the fourth year. This means
apprentices could be earning as
little as $9.74 an hour in 2016.
Despite apprenticeship wages
generally being below those of
other workers, a report by the
Fair Work Ombudsman released
at the end of March found that 1
in 3 businesses underpaid their
apprentices. The report found
that despite making up less than
3 per cent of the workforce, they
account for over 7 per cent of
dispute lodgments with – well
over double their proportion of
the workforce. Only 54 per cent
of businesses were found to be
compliant with all requirements for
their apprentices, such as providing
payslips and paying appropriate
rates (Fair Work Ombudsman,
2017b).
Students undertaking preapprenticeships do not receive
wages. Many apprentices are not
entitled to get income support
payments, including those
undertaking pre-apprenticeships
who receive no payment for their
study at all. To receive the full
youth allowance, an apprentice
needs to be between the ages
of 16 to 24 and their parents

generally need to be earning
less than $51,903 combined (two
parents on minimum wage would
be higher than this threshold),
and the apprentice needs to be
earning less than $437. Low pay
is a commonly cited reason for
apprentices not completing an
apprenticeship (Bednarz, 2014).
In industries where trades are
not licensed, many potential
apprentices find they can make
substantially more money as a
labourer than an apprentice; the
difference between the wages of a
skilled tradesperson and a labourer
is not sufficient to entice them into
completing an apprenticeship.
The catch-22 is that when
employers use apprentices
primarily to lower the costs of
labour and apprentice wages are
too high, the incentive for business
to engage apprentices disappears.
When apprentice wages are
too low, and the difference in
potential future wages from
being a skilled tradesperson as
compared with other occupations
is insufficiently high, there is little
incentive for people to undertake
an apprenticeship. This results
in too little training which can
lead to potential skill shortages
for Australia in the future. One
solution is increased funding by
governments. Economic theory
suggests that apprenticeship
training is a merit good that will
likely be underprovided by the
private sector alone. To provide
adequate levels of education and
apprentices into the future, the
government needs to incentivise
apprentices and employers
to undertake apprenticeship
training. Cutting incentives to
apprenticeships and defunding the
TAFE sector will not achieve this.
However, it is also important to
recognise that while industry
will argue that tight margins
make it difficult to employ and
pay apprentices, this has always
been the case. Employers will
choose to engage apprentices if
it is profitable to do so, whether
it is profitable depends on the
ease with which they can engage
alternative (and cheaper) forms
of labour (such as temporary
overseas workers). To ensure
employers invest in training locals
the Government must ensure

it is sufficiently costly for an
employer to engage overseas
workers. What is also needed
is a change in culture, such that
employers recognise they have
a responsibility to not only train
workers to meet the future skill
needs of their business but also
a responsibility towards young
people rather than just using them
as cheap labour.

Recommendation 4.7:
Almost half of businesses
have been found to be
non-compliant with all
requirements for their
apprentices (e.g. pay slips and
pay rates). Monitoring and
enforcement of regulations
need to be strengthened.
Penalties for non-compliance
need to be increased.

Recommendation 4.8:
The Government needs to
ensure apprentices and
people undertaking a preapprenticeship receive an
adequate living wage. The
Government needs to make it
easier for pre-apprentices to
access government support
while undertaking training.
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Mature Age
Apprentices
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From 2014, the Fair Work
Commission (FWC) introduced
higher minimum rates of pay for
adult apprentices (21 years or over)
this included a requirement that
adult apprentices be paid no less
than 80 per cent of a qualified
tradespersons Award wage in their
first year rising to be the higher of
either the national adult minimum
wage or lowest adult classification
rate in the Award in their
second year. By contrast, junior
apprentices aged under 21 could
be paid no less than 50-55 per
cent of a qualified tradespersons’
Award wage in their first year and
60-65 per cent in their second
year (Productivity Commission,
2015). FWC also introduced a

‘no loss of pay’ requirement that
ensures existing employees who
commence an apprenticeship will
not suffer a reduction in pay.
While necessary, increased wages
for adult apprentices can act as a
disincentive for employers to take
on adult apprentices relative to
junior apprentices. On introducing
the adult apprentice wage rate, the
FWC anticipated little impact on
business costs as many employers
pay over Award and because of the
likelihood that adult apprentices
are more productive than junior
apprentices. However, a survey
by Queensland’s Chamber of
Commerce and Industry found that
just under a quarter of business
who employ apprentices reduced

the number of adult apprentices
they take on in relation to the
‘no loss of pay’ changes. Though
adult apprentices are often
viewed as more productive or
reliable, employers may not take
this into account when engaging
an apprentice. Since 2014, the
proportion of apprentices and
trainees aged 25 years and over
has decreased.
In order to support employers
in taking on adult apprentices,
beginning in 2010 the Government
provided employers with a
Support for Adult Australian
Apprenticeships (SAAA) payment
which included top up payments
of up to $150 a week for adult
apprentices. Deloitte (2012)
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estimated that between 2010 and
June 2011 the SAAA payments
contributed to an additional 4,864
apprenticeship commencements.
In July 2015, the Government
ceased the SAAA payments
costing adult apprentices $66
million over 3 years. The removal
of this incentive further increased
the difficulty for adult apprentices
to find an employer to engage
them. Anecdotal evidence has
been presented to the CFMEU that
employers are choosing not to
engage mature age apprentices as
it is too costly, in some instances
Group Training Organisations have
informed potential mature-age
apprentices off the record that
they will not engage them as their

higher wage entitlements mean
they are less profitable.
An incentive payment to top up
wages for apprentices is likely
to encourage more mature aged
people to consider taking up
an apprenticeship, but with a
fixed minimum wage it may have
less impact on increasing the
incentive for employers to hire
mature age workers. To encourage
employers to take up mature age
apprentices the cost of hiring an
adult apprentice relative to a junior
apprentice needs to be reduced.
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Recommendation 4.9:
The Government needs to
subsidise wages for employers
who choose to take on
an adult apprentice. The
Support for Adult Australian
Apprenticeship payment
should be returned.

5. THE IMPACT OF
TRADE LICENSING ON
APPRENTICES
In Australia, trade licensing and
registration is a state or territory
based issue. Different states
and territories have different
requirements for the licensing of
trades people. However, across the
board, many of Australia’s core
trades are generally unlicensed.
In addition to improving safety,
trade licensing also has flow on
effects to Australia’s system of
apprenticeship training.
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The regulation and licensing of
trades has a range of benefits,
not only does it improve health
and safety standards by ensuring
trades people are adequately
trained (filtering out incompetent,
unsafe and unskilled workers), it
also benefits consumers through
higher quality services by ensuring
that the tradespeople they engage
are skilled and experienced.
Licensing the trades means that
only those who have adequate
education and experience are able
to work in a particular occupation.
This prevents unskilled workers
from engaging in work where they
have no formal education.
‘A simple theory of occupational
licensing suggests that
administrative procedures regulate
the supply of labor in the market.
The regulators screen entrants
to the profession and bar those
whose skills or character traits
suggest a tendency toward lowquality output. The regulators
further monitor incumbents
and discipline those whose
performance is below standards,
with punishments that may include
revocation of the license needed
to practice. Assuming that entry
and ongoing performance are
controlled in these ways, the
quality of service in the profession

would be expected to be raised by
occupational licensing, but supply
diminished.’ - Kleiner and Krueger,
2013
Licensing of trade occupations
protects skilled workers by
preventing the undercutting of
the wages and conditions of
experienced qualified workers by
unskilled labour (NCVER 2011). As
unskilled workers have not invested
the time and effort in gaining
formal qualifications, they do not
require a skilled wage premium,
undercutting the wages and costs
of experienced tradespeople.
Research has found that workers
in occupations where licenses are
required often earn higher pay and
have a higher probability of being
employed. Gittleman et al (2015)
analyse United States Survey of
Income and Program Participation
data to find that workers with
a license or certification earn
approximately 6.5 per cent higher
wages than those in non-licensed
occupations.10 Kleiner and Krueger
(2013) also use United States data
to find that licensing is associated
with 18% higher wages and that
specific licensing requirements,
such as educational requirements,
are positively associated with
wages. The wage premium is
due to the fact that licensing
screens those attempting to enter
an occupation to ensure that a
required level of skill is met.
The CFMEU has found unqualified
labour working in qualified job
roles is rife in Australia, particularly
in the construction industry, with
many people working as builders
never having undertaken formal
qualifications – such as a building
apprenticeship. The undermining
of skilled wages and conditions

10. By comparison, unionised workers are estimated to earn approximately 18.2 per cent more.

has negative implications for
Australia’s apprenticeship system,
with many potential apprentices
unable to see the benefit of
investing time, money and effort
into an apprenticeship when they
are able to enter the industry
without any formal qualifications.
The undermining of skilled wages
also means there is little incentive
in terms of future income as
compared with simply entering
the labour market as an unskilled
labourer – diminishing education in
Australia.
In order to ensure high levels
of health and safety in high risk
industries, as well as to ensure
adequate incentives and rewards
for investing in vocational
education, Australian trades need
to be licensed. While this can be
provided at the state or territory
level, a national licensing system is
more efficient as it allows skilled
tradespeople to complete jobs
over state and territory borders.

Recommendation 5.1:
The Government needs
to implement a national
licensing system for the
trades. This should include
the establishment of a
trade licensing board
that undertakes postapprenticeship assessment
based on competency
standards at the relevant
qualification level. As an
interim measure, state and
territory governments should
implement their own state
based licensing system across
the trades.

6. THE ECONOMIC
BENEFITS OF
APPRENTICESHIPS
Apprenticeships and Vocational
Education and Training are
crucial to a well-functioning
economy. They provide benefits
to employers through access to
skills and improved productivity,
apprentices through higher earning
potential, and to the broader
Australian economy through
the dissemination of skills and
development of new technology.
While the skills developed in
training benefit both apprentices
and employers, they each benefit
for different types of skills in
different ways – in particular
general vs enterprise specific
skills and knowledge. Nobel Prize
winning economist Gary Becker
outlines the difference between
specific and general skills and
knowledge – where specific skills
are those which are only beneficial
to a single employer or industry
(e.g. window framing with a
particular product) and general
skills that are transferrable across
employers and/or industries
(e.g. broader construction skills,
literacy). While specific skills
are beneficial to any particularly
employer, they do not necessarily
benefit the workers or broader
economy as skills are less
transferrable to other workers
and workers are not able to apply
their skills with other employers or
industries in the case of job loss or
industry decline (Becker, 1964).
Becker argues that in the absence
of social incentives or regulation,
employers will primarily invest
in training apprentices with
skills which are specific to their
business – those which are not
transferable to other companies.
Based on this, it is no surprise that
employers are trying to streamline

apprenticeship programs to
narrower skills sets and shorten the
length and intensity of vocational
education (in addition to having
students engage in single units
of competency outside of an
apprenticeship) - something that
may be beneficial to the employer,
but is not beneficial in the longterm to the apprentice or to the
building of Australia’s local skills
base.11
Though the costs of enterprise
specific education should be borne
by the employer, the introduction
of more modular competency
based training, in addition to
increased funding opportunities
for for-profit private providers,
has allowed business to access
taxpayer funds for training that
is becoming progressively more
enterprise specific. The creation
of a vocational education market
has allowed individual businesses
(employers) to set up Registered
Training Organisations to receive
taxpayer funding in order to train
employees with competencies
and skills that are specific to
their company. The end result
is a transfer of the costs of firm
specific training from the employer
to the employee and the taxpayer.
“Industry has made training
packages too large and complex,
with competencies often defined
too narrowly. There are two sorts
of skills: generic transferable skills
and also specific enterprise skills.
These are not recognised well
in training packages. Influential
industry organisations have gone
too far in ensuring their specific
needs are identified in training
packages” – Bowman and McKenna
(2016).

By contrast, many businesses
are fighting to narrow training
packages and competencies to
streamline the general and broader
vocational skills that are less
relevant to their business. Those
same skills that are transferrable
across business and industry,
and are more beneficial to the
apprentice and broader economy.
For a business, the decision to
engage an apprentice is based
on the costs and benefits the
business will obtain from engaging
in vocational education. An
employer balances the cost of
supervision and training against
the reduced cost of labour (as
apprentice wages are lower than
those of qualified tradespeople),
the increasing skill of the
apprentice over time and the
future productivity improvements
for the business as a result of
the apprentices improving skills
(Karmel and Rice, 2011). Firms
will take on an apprentice if the
benefits outweigh the costs.
The literature suggests various
motivations for employers to take
on an apprentice based on the
costs and benefits of training.
Some employers may have a
short-term substitution motivation
in that they are looking to train
apprentices as they may be viewed
as a cheaper alternative to other
sources of labour (Pfeifer, 2016).
If a firm’s specific skills needs can
be more easily and more cheaply
met without the need to invest
in training (e.g. by engaging
cheaper temporary overseas
workers or poaching workers from
other related industries), they
are unlikely to invest in training
apprentices, unless there other
social or government incentives

11. For example, companies have previously undertaken training at a certificate II level in areas such as wall and ceiling lining where student competencies are essentially
limited to learning to hang prefabricated lining with little generalised skills. While the CFMEU has worked to eliminate narrow forms of training that provide limited benefit for
students, companies continue to push for such training at the expense of student learning and broader societal benefits.
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to do so. As the benefit of hiring
an apprentice decreases, relative
to using other forms of labour
(for example when the employer
is unsure of work availability in
the future or when access to
temporary overseas workers
or labour hire becomes easier
or cheaper) the demand for
apprentices will fall.
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Other employers may view taking
on an apprentice as an investment
decision for the future; they may
view the benefits in terms of
future productivity improvements
through educating a worker with
a specific set of skills needed
for the particular workplace. In
order to benefit from a qualified
worker with skills specific to the
workplace, they are willing to
pay the costs of training in the
short-run. The incentive to train
increases the more specific the
skills set, as there is less concern
that the apprentice will complete
vocational education only to
take their skills elsewhere. As the
skills are largely non-transferable,
Becker argues the firm will be
responsible for the cost of training
the apprentice. Regardless of
motivation, the employer weighs
up the benefits (both short-term
and long-term) against the costs of
undertaking an apprentice.
For skills which are general in
nature, those that are transferrable
to other employers or industries
(e.g. general construction skills,
literacy, management skills),
Becker argues the cost will be
borne by the apprentice (through
reduced wages and costs of
education). This cost is essentially
an investment by the apprentice
for the future. One of the primary
purposes of undertaking an
apprenticeship is to receive a
higher wage (wage premium) as
a skilled tradesperson. For this
reason, it is often the case that
the future higher wages of being a
qualified tradesperson are a more
significant factor to the probability
of an apprentice completing an
apprenticeship, than the wages
obtained while training (Karmel
and Mlotkowski, 2010).12
In this basic model, the number of
apprenticeships undertaken (and
wages) will be determined by the
intersection of the apprentice’s

willingness to take on an
apprenticeship (based on the costs
and benefits to the apprentice)
and the employer’s willingness
to pay for an apprentice (based
on the costs and benefits to the
employer). This is influenced by
factors such as the attractiveness
of alternative career paths for the
apprentice and the availability
of other forms of labour for the
employer.
“Apprenticeship training thus
represents a balance of needs
and interests; the apprentice is
prepared to accept below marketrates for a number of years in
return for the acquisition of
recognised portable skills and the
employer gains relatively cheap but
increasingly productive labour that
is moulded, at least in part, to the
particular products and processes
of the firm.” - Toner and Woolley
(2008)
The lower the wage premium
offered to qualified and
experienced tradespeople relative
to unskilled labour, the lower
the incentive for young people
to invest in an apprenticeship.
Potential apprentices are unlikely
to invest time and money in
education, unless the income
they can earn as a fully qualified
tradesperson is substantially higher
than what they can earn as an
unskilled worker. This is a particular
problem as many of Australia’s
trades are not licensed. In many
instances, the lack of licensing
means there is nothing stopping
unqualified workers (including
unqualified overseas workers)
from working in many industries.
In the construction industry it is
not uncommon to see builders
working without having completed
formal qualifications. This not
only undermines the wages and
conditions of qualified workers and
the apprenticeship system, it is also
a substantial and worrying safety
risk.
The basic model of apprentice
and employer benefits and
costs also misses the benefits of
apprenticeship training from a
broad societal viewpoint. Benefits
include: providing a source

of skilled local labour for the
Australian economy; improving
the school to job transition;
reducing the social costs of high
levels of youth unemployment
and underemployment; improving
outcomes in regional and remote
areas; rising productivity and
incomes for future generations;
providing social mobility for
lower socioeconomic and other
disadvantaged groups; the wider
transfer and diffusion of skills
and technology; as well as the
social capital obtained from the
passing of knowledge, culture
and shared values of the trade
between a skilled tradesperson
and an apprentice. For trades in
particular, potential apprentices
and employers are unlikely to take
into the account the social impact
of their education on those who
benefit from the houses, roads,
furniture, energy and machines
they build.
Apprenticeships are merit goods.
Merit goods are those which,
as a society, we judge to be in
our community’s best interest.
Merit goods generally have three
primary characteristics: 1) they
are judged as something that
society should have, regardless
of the ability or willingness of the
person consuming them to pay
for them 2) they provide a benefit
to the wider community and 3)
the full benefit to the consumer is
not completely recognised at the
point of consumption. Potential
apprentices cannot fully know
the future benefits they will gain
in terms of salary, skills and other
intrinsic benefits (such as pride)
when choosing to undertake an
apprenticeship. There are also
significant time lags between
the decision to commence an
apprenticeship and the higher
wages earned as a fully qualified
and experienced tradesperson.
Furthermore, as an apprenticeship
is a long-term investment decision,
a potential apprentice may not
have the financial ability to invest
in vocational education in the
short-term.
Merit goods are generally
underprovided by a free market
as consumers and producers only
take into account their personal
benefits and costs (generally with
incomplete information) and not

12. It is no surprise then, that the lack of licensing in many trades resulting in the proliferation of non-qualified tradespeople undermining the wages and conditions of
qualified tradespersons is having a negative impact on apprenticeships. This is discussed further in a later section of this paper.

those of the broader community.
Therefore, they are likely to be
underprovided. The deregulation
of Australia’s apprenticeship
system, and the associated rise
of private for-profit providers,
only exacerbates this problem.
In order to encourage more
apprenticeships to be undertaken,
governments need to subsidise
vocational education. This can
include financial incentives to
either employers or apprentices or
nudging behavioural policies such
as requiring a minimum ratio of
apprentices to tradespersons on
government projects.

Recommendation 6.1: As
vocation education has
wider benefits to society in
addition to the benefits to
employers and apprentices
alone, it is unlikely that an
adequate level of education
will be undertaken without
government support. Rather
than further deregulating
vocational education,
governments need to invest
further resources into
Australia’s Apprenticeship
system and implement policies
that influence behaviour,
such as requiring a minimum
ratio of apprentices to
tradespersons on all projects
that attract government
investment.
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•

Australia’s apprenticeship
and vocational education and
training systems are in crisis.

•

Apprentice and trainee
numbers have plummeted
since 2012.

•

There is a proliferation of
dodgy private for-profit
providers and systematic
rorting of government funding.

•

The decimation of the training
system is the result of a perfect
storm of reform in the sector
and changes in the broader
labour market and economy
– particularly as a result of
decades of conservative
ideology aimed at increasing
competition and ‘flexibility’
for business at the expense of
TAFE and young people.

•

A combination of restructuring
of education to more modular
competency-based training,
coupled with increased
incentives and funding for
for-profit providers and a lack
of regulatory oversight has led
to a system of incentives that
promote low quality training.

•

Combined with a declining
public sector construction
workforce, increased access to
temporary overseas workers,
increasing pressure for cost
minimisation for private
firms competing for projects,
increased sham contracting,
and the loss of social status
of apprenticeships, Australia’s
apprenticeship system has
been decimated.

•

Young Australians and the
economy are suffering.

•

There is an urgent need for
a complete restructuring of
apprenticeships and Vocational
Education and Training in
Australia. Government funding
needs a complete overhaul
to eliminate incentives for
poor quality for-profit private
providers. Funding needs to
be restored to TAFE. The
systematic problems that are
contributing to the decline
in vocational education, such
as sham contracting and the
exploitation of temporary
overseas workers, need to
be fixed.

•

In addition to improving
safety and ensuring workers
are sufficiently skilled,
trade licensing prevents the
undercutting of wages and
conditions of qualified workers
by unskilled labour. This helps
ensure apprentices will receive
an adequate skilled wage once
qualified, acting as an incentive
to invest in an apprenticeship.
Australian trades need to be
licensed
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