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Moice that CGT revenue fell
substartally after the 1999 changes,
which suggests that the Ralph Review
may have underestimared the cost of
these changes.

Another way to look ar CGT revenue
is 10 examine the effective tax rate,
which is CGT revenue divided by
raxable capital gains. Since 2000, the
effective tax pate on eapital g fms .
has actually increased, despite _th;.
reduction i the “headline’ rate. This.
may suggest that the new system is -
ot as mmm:,smmi a5 frst *1"10&;[1’51:

"This is shown in Figare 2 on page 3.
SURYEY OF CGT CONCERNS

ACLCs 2004 Pre-Flection Survey of
Austzalian Business provides useful
data on the level of concern business
has with CGT The survey was
conducted in the frst half of 2004
angd had 16835 respendents.

Respondents were asked abour thesr
level of doncern with a range of
trration meastres nclading personal
income tazes; fringe benefits tax;
company tax; capital gaing tax; and
the goods and services tax.

Figure 3, on page 3, shows the

nercentage of respondents Who

Revenue, % of total

Sensper: 200203

regard capital gains taxes as an
important problem for their
entefprise {either a majot or moderate
concern). '

- Capital gains tax is an mmportant

oroblem for 62 per cent of all Arms.
polled and is substandally more

important for small fitos (69 pex |
Cﬁﬁ'ﬁ) Eb:lﬂ larg.ﬁx ﬁj:ms (52 per cmt).

’\Tem-e '{po rters are shghtiy mote
troubled by the capital gaias. Hax

: .rcgtmﬁ than exporters atd firms

in r&gmnab rrral areds are more
concerned than those in metropohtm

Areas.
Compliance Difficuities

The survey also asked whether
businesses had soy comphance
&ifficulties with the CGT (see Figure

5 ~ A
4 an page 4).

Compliance diffculties assocated
with the capital gaing tax are an
important problem for 45 per cent of
all firsns surveyed, being substantally
more important for small fiems (49
per cent) than larger firms (40 per
cent;.

Levels of concern were much
the same for exporters and nosn-
exporters, while regional /rural

Figure 1
Revenue from Capital Gains Tax

“4097.98  1ou8-05
Year

ey
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businesses were slightly more
concerned than metropolitan

businesses.

While firtos bad substanial concerns
with the complexity of CGT, the level
of conicern with complexity of the
overall fax systern was higher, with

88 per cent of business respondents
regarding the overall complexity

oof the tix systemas a problem for
" their firt, and sroaller firms (89 per

cent) somewhat more concerned

) <than larger firns (86 per cent). The
'higher level of concern for overall

complexity may be becanse not all
businesses have to deal wich CGT
directly.

This data supports the case for
ongoing reform to CGT

ACCIPOLICY ON CGT

ACCT released its Tavcation Reform
Blueprint in 2004." The bluepnnt
includes a detziled discussion of -
business concerns with Cagital Gains
Tax (CGT) and some proposz:d

Iﬁ‘ QTS

The Bluepsint argued that business
received significanit benefits from

the Changes.to G T that ocoarred

in 1999 following the Ralph Review:
However, business has raised a range

. sooiins | dne-as
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Figure 2 -
Effective Tax Rate on Capital Gains
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of concems with CGT that mean intermationally, entrepreneurs and v s capital
thar further reform s neaded: » Companies can distribute profits Imrvestrnents.
as dividends or retain the earnings  *  CGT also discourages asset
+ Oither western countries have o mvest m the company’s growth. HENOVer, actiNg 48 4 ITAnsachion
increased or extended their However, CGT discourages rax which discourages efficient
concessions for CGT which retained earmings because slocation and reallocation of
means that Australia is less these carnings will increase the capreal
competitive on the taxaton of company’s assets per share, raising
capital gains, Some countrics, such share prices. Investors who sell As a resuly, ACCTs members a
28 MNew Zealand, do not have 2 their shares hefore the retained that further reductons i CGT are
G garmings are distibuted are taxed DECESSALT L0 00T Australia’g
= A high tay on capinl discourages twice — first via the company tax growth and competitiven
capital formation. on the garnings and second via the
s Toopomic theory shows that tax CGT on the share sale Therefore  Business propeses that the
should be lower on transactons CGT can reduce corporate savings  Govermment should serdous]s
arud assers that are more mobile and mvestment. consider: '
{that is, they can be moved around  + Similadly, CGT penalises
moze sasily). Hence, taxes oo businesses that have to retain © ntroducang o stepped mre of
capiral should be lower because profits because they are in the CGT o signmificantly reduce the
s mobile, particularly stareup phase — discouraging burden of tax on capital gains and

Figure 3
Capital Gains Tax

Per cent lmportant

Alt Firms Small Firms  Large Firms  Exporters  Non-Exporters Metro Reg/Rural
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encourags mcreased Ivestinent

+ allowing the carry-back of capial
losses;

s an extension of rollover
provisions; and

* franking credins for capital gams.

A possible CGL schedule is Figure 5

4

LA

“This is the same as the cutzent

schedule for assets held forup to two
years, but reduces CGT {compared
ter the current system) for assets held

beyond two years.

Furdher details on these proposals are

available in ACCEs Taecarion Reform

Bluspsrint.

OTHER SPECIFIC ISSUES

Singe the release of ACCTY Taxaton
Raform Biweprint, a nurmber of other
specific issues relating to CGT have

~ Figure 4
CGET - Compliance Difficulties

been discussed.
CGT and Housing

Sorne comrnentatorss have argued that
the 1999 CGT changes have caused
asset price bubbles, particularly on
the housing rmarker,

It is asgued that 2 bubble in house
prices m 2003 and 2004 was caused
by the combination of CGT

and negative geanng and that an
appropriate policy solution was o
subject housing to more tazation
through either a reduced CGT
concession or a reduction in negative
gearing,

ALCT does not support these

proposals.

Firsdy, the strong increase in housiog
prces in 2003 and 2004 has been
driven by 2 number.of factors. It

Figure &
Possible CGT Schedule

is very difficult to isolute the cause
of each factor. For example, price
increases may have been much
smaller if planning controls from
State and local governments were
mmproved.

Secondly, the latest data shows that
house ptices fn most regions have
moderated o fallen. Figure 6 oo page
5 compares the most recent price
movements with those of 2003. .

Thirdly, there would be some
problems with limiting negative
gearing or the CGT concession.

In particular, it may be difficult

to prevent avoidance of these
restrictions. For example, investreat
houses could be held by trusts

which are bought and sold ionstead
of the undedlying property, thus
avoiding any special CGT treatrment
for housing. The Productivity
Commission has noted that “osensbly

More than 10 years

25%

0% {ie rax free)
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Figure 8
House Price Changes®
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quick fisces’ smgoerted by many particzpants

« Such ar fmiiing neguitve gearing or
the CGT diseomnt for bassing -

FeAIOTE

[

:\/H/f? detract T}‘W?Z' rather "?i?:i?:c b?"()??!t?f(:‘ HIOFY

apesiment

Pourthly, around 70 per cent of the
housing stock 35 owner-occupied
and aot sabject to CET atall An
mmposition of CGT on owner-
occapied housing is not being
proposed, so an lncrease m CGL for
mvestment housing will rastincrease
the tax discrepancy between nrvestor
zad ownesocoupicd housing, As

x tesull, 1t 15 oot clear that this will
have any effect on the total demand
for housing, T will just mncrease the
ax on rental propeny‘ {and note that
renters are on average less well off

Y

than home owoers),

Fousing also has disunct benefits
which are often overocked. The
Housing Industry Association {one
af AC CL members) has argued that
housing provides private benefits
mecluding increasing wealth and

mployroent and many social benefits
iﬂciuding mcreasing stability, social
capital, maintenance, educagon and
healdh.?

Income Tax Base Broadening
& CGT

ALCL songly supports reductions in
personal tax. We particularly advocate
the reduction of the top marginal tay

rates to the company tax mte of 20
par cent, reduchions in the oninber

of tax brackets to deally two and

the elimination of bracket creep

by indexing the rax brackers to the
infiation rate. Further details on these
policies are contained in our Tucafon
RBeform Blugpring.

It has been suggested that major
personal tax reforms could be funded
by the abolition or reduction of
various tax concessions, including the
1099 LG concessions.

ACCT would have to examine
particalar proposals before providing
a definttive comenent, but it is very
unlikely that business would be

willing to support a reduction in the
CGT concessions as a tradeoff for
lower personal tax rates.

Instead, ACCT argnes that major tax
cuts (nclading further cues to CGT
can be fuaded by the reducton of
wasteful Government spending, This
wsue wis examined in a discassion
paper that ACCT released carker this
vear entitled Goverament Spending {nd
Tasces) Can be Cut - And Showld Be
{available fromm ouz website).

T_hié paper shows that it Is a furphy

o argne that the stze of Government
has been shrmking, Comtnomwealth
expendirure in 200304, excluding
GST, is the same as in 1995-96 (with

. grants to the states excluded to be

consistent) and is 2.5 percentage
points higher than the last year of
the Whitlam Government. Much
of the growth has been through

meome ‘iﬂp}')f'ﬁl“ fray vInenls

amount of this goes 1o t

pay significant tax,
money 1§ inefficient

Therefore, we do pot peed 1o 2ssuwme
that tax cuts have to be funded by the

broadening of the tx buse. -L;{"‘U'miil‘*ﬁ'f

cuts can and should be exarnined as a
funding source,

CGT Concessions for Small
Business

Since 1999, simall business has had
access to the general CGT discount

of 30 per cent as well a5 2 mngs of

specific small hn.«'jﬁc:s:«" Cone

and rollovers, specy

COANL f O ’l\‘“"i“\iﬁ

» a5 per ceat dis
ssets ILs 15 m addition o the

w

£ {‘:Z.}t:‘. {\ 1;(“‘" cent el

O,

mcrm}g that there isa 75 per cend

reduction for active assets),

s roflover refief, allowing businesse
to roll any emanung CGT Habil
mito replacement asse ts; and

° afuil (100 per cent) GT

500,600 fox

retiting small Dusiness owners.

cxomp tion of up fa g

To be eligible for these capital gauns
CONCEsSIons 4 BUusitess must pass t}w
tollowing tests:

= the maximuom ner asser value test
which requires the business endry
and related entities 1o own less
than 8% million 1w tota] net valoe

of COT assers when the GO
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EvEnL Oooirs;

= the active assets test which

recuires an asset be an active asset
2t the tme of the capital gam
event; and

¢« the controlling individual test.

The specific CGT concessions for
small business are quite substantial
ACCT is ot arguing for further
specthc concessions for small
business. Instead, ACCT aruues
that the burden of CGT should be
reduced more geaerally.

Concerns with the 1999 Changes

Despite the worthwhile changes

n 1999, the reformed provisions

are still comples - something that
probably contributed 1o the level of
cowcern pver complexity raised by
small basmess in ACCTs Pre-Election
Survey {outlined sbove). As a result,
few wmall businesses have taken up
the smmall business provisions.

There aze also a numbes of other
maore technical concerns, Includmg

+ the concessions do not apply
o small businesses opesating
through a number of ownership
structures, for eﬁampl& (oo} mpﬁni(:s
owned by discestionary trosts and
i trusts with more than two
nmit hold ers;

o the asset threshold (for the 50
per cent exemption md rollover
relief) is different from other
thresholds {such as the §TS

threshold), creatng confusion and

complexity;

»  the asser threshold may include
all of the value of # taxpayer’s
restdence, even if only 2 small
portion is used o produce
IHCOMmE;

» the operation of the asset test
for partnerships, the retirement
exempiion, the controlling
individual test and the definition
of “connected with™ are complex
and wneléar; and

*  the requirsment that assets
be active at the time of sale is

onerous and too restrictive.

ACCE raised these and other concerns
in a submission to the Board of
Taxation’s post-implementaton
review of the small business CGT
provisions (available from ACCHs
website).

. Anti-Avoidance |

Sizeable anti-zvoidance provisions
{also known as Yintegrity provisions’)
exist in the CGT laws, addimg o -
complexity. This complexity may
malke businesses reluctant to use
C{3T concessions. '

ACCT accepts that antt-avoidance
riles are needed to stop abuse of tax
concessions. However, these rules
can go too far. ACCI considers that
the Government should attemnpt to
design the tax system so that the
number and complexity of avoidance
provisions s minimised If a tax
proposal requires complex ant-
zvoidance rules, then it may be better
to redesign the proposal to ensure
that these rules can be reduced or
elimnated.

A fax provision with very complex
anti-avoidance rules may beuseless if
the complexity of the ant-avoidance

. rules means that akmost ne @Epayers

make use of the provision ot if the
costs of compliance wipe out the tax
benefits under the provision. This
problem has been particalarly raised
in the context of the small business
CGT concessions where it has

been argued that the ant-avoidance
rules are making it too diffeult for
many businesses to make use of the
provisions.

CONCLUSION

Notwithstanding the important
changes made to the CGT system
in 1999, business has stong
concerns with aspects of how it
currettly operates and believes that
improvements can and should be
made.

The effective tax rate on capital gains
appears to be increasing, business
concerns with the tax are high and
the system is uncompetitive with
smany other natons, '

ACCI is proposing a sumber of
further reforms to reduce the CGT
burden on faxpayers. These reforms
will address concerns that Emgtmha 5

CCGT systéth is unc&mpeﬁtﬁ:f:

‘ii‘:coumgcs capital fortation and
retentdon of profits, pemalises startup

- businesses anid harms the efficient

allocasion and reaflocation of capital.

We believe that the Australian
Govermenent should Introduce

a stepped rate CGT where the
percentage of gains subject to the fax
reduces, the longer an asset 15 held.

ACCI does not support proposals

to reduce the CGT concessicn

for housing or restdet the

access of housing to negative
gearing. Such proposals would be
counterproductive, poorly targeted
acd hard to implement. We also

have conceras over proposals to
reduce the CGT concessions to fund
tax cuts. Tnstead tax cuts should be
funded by reductions in uﬁpmducfive
Govermmment spending

Business welcomed the changes in
1999 that broadesed and simplified
the smail business concessions.
However, significant conceros

still exist with these concessions,
meaning that thelr actual use by small
businesses has been small Further
reform and simplification: of these-
provisions sheuld ceoar,

Aastratin’s CGT regime has
undergone many chaiiges §0ce i3
introduction 20 vears ago but moze
peeds to be done While public policy
debate is currently and correctdy’
focused on personal mcome taxation
reform, policy makers should also
ensure that this important mnfiuencer
of indrvidual and businesy investinens
decisions is also given the attention it
deserves,
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FOOTNOTES

Avatlable from ACCTs website,
WS ACCLASIL AL

A

P Source: RBA 2005) Sertement of
3 4 i

Monetary Policy, August af page 36.
Yroductivity Commission (2004)
Farst Home Omnerchip - Inguiry
Report at xxw

See HIA Submission to the

Comnrmssion’s First Home
Owner’s Inquiry (Submission 117)
at pages 4-5.

ntellectual property, and the associared legal intellectnal property rights (IPRs), is a vital element of
entrepreneurship and an engine for the economic development and growth of natons, However, proposals
to create a muldiateral register of certain forms of IPRs risks granting seme counitties and producers
monopoly rights over commonly used product names and would seriously prejudice isternationsl

competitiveness and market oppormunities for Australian processed food EXPOriers,

THE POLICY DEBATE

sliectual proventy nghts (IPRs) are
about optimising and realising the
comanercial and economic value from
the TP chaiy: ptdbl{:m = knowledge
~¥ gnagmation 7 inanovation —

mtellectual property =2 the solution.

Mowever a key element of the
mternational policy debate on

the adequacy ot the need for
enhancement of protection of {PRs,
centres on the extension of the
coversge of geographical indications
((GIss within the World Trade

Organisation (WIO) system.

This debute has seen the de facto
formation of two clear carmps within
the WTO - proponents in favour

of the extension of Gls and those
against. So far, both camps have
adopted combative and resohate
posttions with the prospects of
convergence, lel alone agreement, stll

far gway,

Those In Favour of Gi
Exiension

Propounears of the mmitiareral
extension of Gls, led by the
European Union and inchading
countaes such 2s [ndia, S0 Lanka,
(Cuba, Thailand and Pakistan, make

ccumber of arguanents in support of
tieir advocacy.

Their case revolves around the
extension of the international
weogmticon of Gls beyond current
winies and spirits to cover 2 broader
range of agricuitnzal produce and
processed foods and the creation

of an iternational system for the
hstng of Gis where al participating
WO members would be required to
subrmit their GTs for registration.

Undez this model WO members
would, isdaily, have an 18 month
window of opporfunity © eview 1
compiled st of Gls to be protected,
and to accept or challenge any
regisirations, Where there were
disagreements, the partles concerned
would seek to resolve themn by
negotatiorn.

After a certain perdod, where a
dispute remained uaresolved, the
matter could be token to the WTO
Drispute Settlement Mechanism
(D5M) and its dispute resohution
procedures would apply.

The EL and irs allies on GIs have
been working to advance their agenda
on two paths:

= fstly, and most prominently,
through negotiations in the WO
TRIPS Council fthe body set up w
admumsster the WEO’s Agreement
on Trade-Related Aspects of
Intellectual Property Rights) as

part of the Doha Round of trade
negotiations, prncipally tuough

the extension of the coverage of
the TRIPS Agreement (curently
es and spin

Tmored o wi

wider mange of
= secondly, through nesotations
on agrivulfure, also as patt of the

W DDoha Round.

Those Against the Gi
Exiension

Opponents of exvension and the
ster, such as A

iew Lealand and the

ultilateral i

FERRENED
Canada, Chile,

fnrred States, argue these Droposals

watralia,

go well bevond the scope of TRIPS
rules.

They regard the WG TRIPS

nired to

negotating mandate as
mdividual Gls, not whole product
areas and 1o negotiations over
exploting the scope for discontinumng
existing exceptions for partcular
geographical indications.

Other objections made by UPPOIEIES
to the El-led proposals incdlade

reach;
* the lack of evidence of the

inadequacy of exlstng protecions
for products, or that extension
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would deliver more effective
protection thaa that already
awailable vnder existing WTO Law;
and

= they would prejudice existing IF
dights holders and fiture marker
access opporfunities and create
higher prices and uncertainty for

COIISEITICLS.

Consumer and Producer
Banefits

Bevond the main policy arguments,
the propooents anid the opponents
of extension of Gls also disagree on
the potental cogsumer and producer
benefits of thelr respective pesttions.

“he Proponents” Positdon

Proponents of a G extension clam
a mamber of potendal benefits for
comgmers, most notably that their

s wwill simmplify and clarify the
current system of product beling
which they consider to be confusing
and potentidly misleading for

I
proposal

CORSTINETs.

They argue that the current system
iz misleading becanse it has the
capacily to give consiumers a false
impression of where the product

originated and that the clearer and
more reliable labelling which fows
trom G extension will see quality
i safety staadands converge on the
higher levels of countries and regions

of Ozﬁggim_

Froponents of Gl extensios also
see several potential benefits for
nrodacers, mest notably that it will

13

provide superor protection for the
mtellectual property (IP) of GI
holders than is currently available
from the tademarks systerns of many
countres,

They clam the extsting sademarks
syseem (ostensibly a povate fght)
does not adeguately proiect the
zeputation of the T heldexs’
products, most notably the unique
cxpertise used in the producton B

their goods and that baving butlt that
reputation, the GI helder should be
the only one(s) allowed to benefit
fromm that status.

Stronger Gl protecion woukd also
assist (GI holders to open new export
mazkets, In particular those which
were once lroitted by the presence

of a rval producer{s) who had been
selling products under the same
descrption or nomenclature,

-Por example, producers of Parma

ham i Traly axe unable to export
under that name to Canada because
another producer in the latter country
holds that trademark/tradename.

Proponents of GI extension,
especially those in Europe, also attach
impartance 1o the prooipt (as well as
favourable, for them) resolution of
the Gl extension issue.

This tirneliness retiects both a désire
te reseratn the porential for 2 Glin
another country to be regarded as
‘generic” {and heace less capable of
Hmitation) and, with the decline in the
EiJs notorons Common Agrictinural
Policy {CAP), the marketing value

of Gls 15 likely to become more
importnt io Gl holders” efforts to
becotne/remain internationally trade
competive,

Pilsoer Beer, for exarmple, has
become regarded ds both a generic
term sod 4 GI depending on the
country coticerned. Countres
considering the term to be generc

anclude Avsralia, Cariada, Tapan,

Norway, Sweden and South Afiica,
whilst those viewing it as 2 Gl include
Asrgentina, Austria, Britaln, China,
India, Ttaly and the United States of
America
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Proponents also see considerabie
producer benefit in the movement
10 2 comprehensive nternational’
register of (Gls, arguing the costs

of compliznce and regisiration
{and, potentially, enforcement) of
trademarks in mmltiple countiies are
oo great for many G holdess in
staaller regions and in developing
COUNTries,

Under this approach, the obligation '
tor enforcing Gls listed on the
mternational register with the

WTO would reside with national
governments, it contrast to the
enforcement of trademarks which s

a private right.

By way of context and likely reach,

11 2003 there were more than 600

(s and designations of origin for
cricultural products and processed

ster, as well as

o the BL x
3000 Gls for wine and 400 for SpILIts.

The Opponenis’ Posidon

Opponents of Gl extension, such
as Anstraliz, idently a numbes of
costs and other detrmental featres
associated with such an outeome for

both conswmers and producers.

They argue the proposed

international register would ftkely

Eiey

corflict with trademark svstems

already in place in mest counides,
aiven that bothy GTs and trademarks
ostengibly pesformm the same funcdon
{that of distnguishing the source of

the product.

Sueh 2 rpechanism would also be
fundamentafly and-competitive,

by creating a globally enforceable
monopoly rght based on pucely local
considerations in just one countey o1
region of one country  For example,
the holder of the I for Rogquetort’
cheese on the Infernational regmster

would have 2 whole-ofworld
monopoely on that term,

onal register

Where the interns
was saperios 1o, and heace GI

registrations thereon overrode
those on, national trademark Hets
this situation would Hkely cause
considetable commercial losses for
tradermark holders, especially those
who have substantial intangible
capital wwvestment in the ‘branding’ -
associated with that mark.

Indeed, many products for which
Gl coverage is being sought by the
European Union — for example,
Parmesan cheese, associared

with the Parma region of Iraly

— have benefited considerably from:
advertisimg and promotion by non-
Italtan multinational firms (such as
the Kraft group), rising the profile
of cheese in general to a broader
rangs of consumers and that type of
cheese 1o particiac

Opponents of a GT extension, and
the internarional register proposal in
particular, argue the mere existence
of a place as the basis for a GI may
well be inconsistent with existing
WO rules 13 its defindtion of Gls
— that 15, quality, reputation and
similar charactedstics require use for

thelr very existence

Uppaonesnts also see a second agends’
within the Bl advocacy for GI
extension - to allow the registration
and protection of processes and
producnon methods (PIPMs), as
currenily practiced withio the
European Union,

such a sifuation could become

a sertous and significant barsier

to liberal international trade and
wcornpatible with core rules of the
WL systemn by creadng the potential
for discrmination between Imported
products based on PPMs,
Consumers would also be likely to
experience substantal confusion
from any extension of Gis io the
maoner sought by prosonents.

In this view; chunges to product
labelling flowing from the exclusive
International register would mean
consumers would no longer be

able to recognise once famitar
products, with a new system of
labelling causing confusion AT
consumers {especially older ones
moze reltant on knows labels).

Producars wonld suifer considerabie
h wwould

e

burdens, not least of w
itrvoive the fnancial cost and leeal

responsibality of re-packaging
abeiling their products both per se,
and in a manner that does not violate
a4 I contained on the proposed
witernational register.

There would also be subsmntisl
costs assoctated with the loss of
market reputation and share for
existng products and producers and
; 1

ough marketing and

promotion the same standing for the

i

DO e

Such mereased costs would aif]
have to be passed on to consumers,
i the form of higher prices and/or

e by the

reduced choice, or be
produces m the form of lower profits
and hence business vialility,

Crppenents also point out 2 (5]
extension, both in terms of the
v At

proposed internaional re
changed domestic arrangements,
would mvolve the creation of new
and /ot modified regularory Systesms
Sach

o monitor and enforce (Gls.

and prove particularly ;
for developing and +

CCONOmes.
Australian Government Stance
The Australian Government has

generally taken a stance in opposttion
to the extension of (Gls agenda that

15 being pursued by the BT and its
assoclates.

In a speech to a major intermanonal
forum on G1 ssaes in 2005, the then,
Australian Ammbassador o the WTO
VTR S

set out the Australian Gow
position, which inchided the rejection




OCTOBER 2005

ACCT REVIEW

of any mulilateral register for wines
and spirits that extended the current
level of protection or qualifies the
exceptons avalable under existing

L rules.

The Austraban (Government also
proposed the «::omiuuatkm of
disenssions in the WIO of issues
relating to the extension of current
WTC rules on GI protection to
other products and exarmining both
the inter-relationships between
cradermarks and GIs and the

imp lications of outlawing under the
WTQ 2 producer in one country
using the name ot symbols of
another country to market a product
ealia also lodged 2 complant in
T DSM against the Huropean
Unisn over the latter’s inappropriate
use of (Gls for foodsmils and

agriculiasal products.

[ this case, Australia cormplamed
aspeets of BU leislation. effectvely

required cther WIQ members to
pxovidé reciprocal and,/or equivalent
protection to the Eisown Gls
before Gls from those countaes
would be protected in the EU

The Australian fction was launched
to defend the longer term interests
of Aunstealian exporters, especially
those engaged m the production and
export of foodstuifs and agricultural
products, most 0o wably processed
dairy and meats.

In Australia’s view, the E17s
legislation zequired other WO
members to act as agents of the
Filin GI matters. In the end the
WO DSM agreed with Australia’s
argument, which ACCIT regards 43 a
vahaable and welcome decision.

The Australian business
community endorses the Australian
Government’s recent endeavouts

this area,

CONCLUSION

While the effective defence of
inteliectual property sights is
important for business, this goal
should not be used to pussue an old
fashioned, protectionist agenda.

The creation of 2 multiateral register
of certain forms of Inrellectual
Propecty Rights risks granting some
countries and producers -m(}ﬁ'opoiy
rights over commonly used product
names and processes which wo uld
sericusly prejudice international
compciitivaﬁess and market
oppottunities for &ubtmhm food
producers.

The Austzalisn Governmeént must
continue to pursue these arguments
through approptiate international
bodies such as the WTQ,

EXPORT MARKET DEVELOPME‘\HT GRANTS_

SCHEME SHOULD CONTINUE

he Anstraian Governnrent has finally released the long awaited Jollie Review of the & xpmtt_ Market
Development Grants Scheme., The report recommended the Scheme be continned fot another five
vears — a conclusion ACCI wholeheartedly supports.

THE JOLLIE REVIEW

The follie Review, named afrer
leading businessman Peter Jollie

whe led the lnguiry, was established
by the Australian Governiment to

he effectiveness of the
ot Market Development Grangs
Scheme EMDGE), whether it should
continae to opesate, and if so what
improvements could be made.

Kev crireris for determining the
effectiveness of the EMDGS
included whether '

»  increased the number of smaller
to medtom sized firms who

developed into new exporters;

= gassisted these firms to become
sustainable exporters and in
particular generated export
outcomes above those which, -
would have otherwise ocourred
{the ::O~£ﬁ.ﬂe§ addmonah‘”r test’)
and

» fostered 4 thadﬁi expoz{ culturee
within the Australian community.

The EMDGSE provides grants to
cligible firms to partially reinburse
them for expenses they have incurred
when engaging in specific export
promotion activities in any foreign. -
market (except New Zealand).

The tmain export activities for which
EMDGS grants can be claimed
range actoss costs assoctated

with oversess representanves, -
marketing consultants, marlet visits,

. partcpation in trade fairs, seminars

and similar promotional events and
bringing overseas buyers o Australia,

The review, the 17® in the life of
EMDGS since it was fisst creared
in 1974 {making it possibly the
most reviewed Federal Government
progeamy), followed a package of
reforms annouaced tn 2003 which
shifted the Scheme further towareds
the needs of smaller expartess.
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These changes, which were broadly
welcomed by commerce and industry,
wchded:

+  sedncing the annual income cedling

for paritcipating firms;

*  reducing the maximunm grant;

¢ reducing the time pcr:iod a frm
can teman 1 the programy; and

* remnoving the avalabiity of grants
for firms entering additdonal
markers.

All of these meant more money for
new and smaller exporters.

ENMDGS - A SNAPSHOT

‘The Austzaban Government currenty
provides $A170 million annvally

m hinding to the EMIDGS, which
m-,‘?cd sorme 3600 predominantdy
smoaller firims get into exporting last

financial yeur

Acrording w Bpures fzom Austrade,
the Australiag Government agency
rcsponsﬁbl& tor adroinistering the
program, 73 per ceat of EMDGE
claimant firms had less than 20
mplovess (36 per cent having less

than 10 statf) and 77 per cent of
clarmant firms had incomes less than
2AS Million per annum with 83 per
cent esrning less than that amount

from exportmg

The largest users of TMIDGS by

mdustry come from manufa
{ecountng for around 40 per cent
followed

T.U.‘I.’}.Ilg

of all payments by valug),
by property and business services {20
per cent) and then wholesale trade
and cultural and recreational services
{each with just under 10 per cent).

Lawked at saother way, heaviest
demand on the program came from
@(po"rtc:‘:s of consumer products
{around one-third of program
tonding). followed by s
ﬂtt;_; and jodustmal products (ome-

ervices {one-

The most Dopui ¥ markets for

FMDGS claimants weze Europe, the

Middle Fast and Africa {accounnng
for 63 per cent of cladms by number),
followed by the Americas (54 per
cent), north east Asia (43 per cent)
and south east Asia, south Asia,

znd the Pucific (37 per cent). These
figures total mote than 100 per

cent as firms can claim for muligple
markets.

Three categonies of expenses account
for the overwhelming share of
outlays undes the program:

®  ovessess representation and
markenng consultants (33 per
cent, by value of ﬁrmﬁlc‘ﬂ[',

*  markenng visits (30 per cent); and

= promotional Uterature and
advertising (20 per cens).

Conswswent with the design and intent
of EMDGS, most claimaats appear
10 use the Scheme to umyp start’
thelr export inttiatives, with fully 70
per cent of caimants being in the
program for 3 vears or Jess and just
13 per cenr rematntng mm it for 6 or
I0LE FEALS.

HITTING THE MARK

Research conducted by Austrade

and by the Centre for International
Eeonomces (CIE) also indicates

the EMIDGS is hitving the mark in
assisting new and aspidog exporters,
in parteniar smailer fizimy, to get into
exporting.

According to an Austrade sm."vc-:}f‘
of EMIDGS participants, th

Scheme helped them overcorne the
single largest barrer to engaging

m exporiog - namely access to the

necessary operating capital to fund
thelr export promotion work.

On a0 to 10 scale (0 meaning of

7o inpostance and 10 meaning

of greatest importance), program
participanss ranked lack of capital ar
some 6.5 mndex points, followed by
the company tax rate and risk and
uncertainty of exporting each at just
under 4 index points.

Cither oo teworthy constrames on
export performance included foreign
frade baroers faronnd 3.5 index
pomts) as well as lack of marker
opportumties and governrment
regulation (both around 3 index
Cultursl barriers and

tual propert
laws in foretgn mar.i;cis each tft?(.():{td{td

r)o.mib 33
concerns over mtefle

2.2 mndex potwis,

lev

Micro-cconometric {frm-

modelling undertaken by the CTH
for the follie Review bears out th
issues and the greatest dividends from
EMIDGS appear to be enjoyed by the
most financially constrained frms.

ey

for these firms, every $1 o

fondmg mduces
and $1.90 4o addivional
promotional funding, which could

convert info as much as 320 in
additional export income over the

foture ife of the gran 'I.‘ﬁe,c.j.;:aiaz-sz r i
KEY RECO MMENDATIONS

The jollie Review made 2 number
1

of usefd recormmendations to both

nprove the operation, and preserve

the mregrity, of the Scheme

These covered themes such as:

* which businesses should be
c:Eigibie o access the programy

«  the range of products which

should qualify for ass
*  fonwe directions for funding: and

»  ensunng high standards of
accountability for the trpaver
funds used to sustain the Scheme.

Eligible Businesses

The Jollie Review considersd
proposals to change the definition,

and thus the reach, of ‘cligible

busmesses” — that is the charactenis
of firms who are eligible to apply
for EMDGE grm
lasger businesses (those witlt annual
FA30 mulboo®.

selude

meomes of more than §

bt quite nghtly rejected this
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suggestion, recogrising larger
firms gepenally have more export
experience and greater abiity to fand
expoit promotion activites from their -
owen resources than do smaller firms.
Within a hnancizlly capped Scheme,
more money for larger businesses
would mea less for smaller frms.

The Review also adopted 2 cantous
approach to calls to widen the

eligibility of events holdess.
While magor events can generate
foreign-sonrced income, EMDGSE
already accommodates inbound
rondsim operators and events

o

romoters, Lo conference organisers,
and it is often unclear whether one-

off events really consttiute an integral

component of an orgavised and
sustained export affort

However, the Review did propose

2 more flexible approach to desling
with the diffcolt issue of the
principal states and closely related
entitics nudes of the program, under
which grants can only be made to
the pwaer of the goods and services

Freing exported,

Although generally sound, these rules
diseriminate against those involved in
the crention and teade nvintclecraal
property where, within an integrated
business sirucires, One Cormpany
develops and owns the intellectual
property and another firm promotes
and exports it

While there is 2 legitimate need ©
take into account the interests of
these frms, Austrade must be careful
0ot to create an exception which
heoomes 2 new rade and/or allows
apphicant frms {0 engage in double-
dipping (that is, being funded twice
for the one activity}.

Eligible F’mdudts

The BEMIDGS has clear mudes on what
peoducts are eligible to receive grants.

In broad terms: for manufacores,

they must meet certain minimurm
Australian content requirements; for
services, they roust be provided to a
non-resident of Aunstralia and/ox fall
into certain categodes of services; for
intellectual property, it mist orgiuate
in Anstralia; aod for know-how it
st be based on reseazch done in
Australia.

The Review gave lengthy
consideration to proposals to ease
the existing ‘substantally Austzalian
odgin’ test for eligible manufactures,
noting Austrade’s expetience that
these rules have become ncreasingly
difficult to apply, resulting in greater
admimgstrative difficulty for them and
increased uncertainty for clients.

The challenge becomes one of
identifying an appropuate set of rules
of origin which do not undermine
the basic ‘Australianess’ of the
exported manufactures being assisted
by the EMIDGS and do not conflict
with Australia’s broader rules of
origin obligadons under international

o

“Such issues are complex, mult-

facered and require careful and
detailed examination.

The recommendation by the Review
for a forrmal Ministeral Guideline
on the matter is sound and was
developed in consultaton with
ACCY and the chamber movement
which has special expertise and
responsibilities in this area.

A number of those making
suhrmissions o the Review called for
an expansion of the eligible e:%:?ense_
categoties to include, in particulas,
product labelling and packaging and
the costs of intellectnal property
protection.

Sound arguments cas be made for
both proposals. Exporters are often
obligated to apply different labels to
their products for each export market
depending on language and spectfic
regulatory requirements, without

which they will not be allowed into a
foreign market. Intellectual property
protection in new and difficult
matkets is an essential first step to
even eniedng some markess and o
securing d revenue siream.

The Australian Governtnent could
constructively re-exarmine the
Review’s rejection of these azguments
and give serious consideratidn to the -
reinstatement of these expenses,

"The Review; however, recognised

the merit of increasiog the overseas
visit allowance, the per diem paid for
expotters to visit new and existing
tnarkets. '

As the Review cosrectly observed:
... pmany bigh performing exporiers
regulariy virit thesr aporseas mparkets, These
vistts belp exporiers fo belier senderstasd
thetr custormers, fearn Do brsiness iy
condsicied and develap mew networks”

The current allowance, set at 3200 per
day in 1991, has been substantally
eroded by nfla ton and movements in
the value of the Australian dollar and
the recommended new allowaace of
$A300 a day is sound. .. '

Program Funding

Commerce and mdustry has long
besn concerned at the adequacy of
funding for the EMDGS, calling

on a number of oceasions for 2
discrete increase in the Australian
Government’s financial commitment
and thereafter indexation to price
inflation. '

Funding for EMT¥GS remained
unchanged in nominal terms (and
hence reduced in real terms) in the 6
financial years to 2003 /04, when the
Australian Government commirted
arn extra $30 miftion antl 2006/07.

While welcome news, this inancial
commitment will expire within the
planoing periods of many expotters
and-a clear indication of future
funding levels is necessary 1o obwate
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the uncertaintes whicl the Jollie
Review notes undermines business
cordidence i the Scheme.

Commerce and mdustry supports:
the two-pronged recommendation
by the Review to maintain current
levels of program funding;

indexing the HMDGS budget 1o
flation to preserve its real value;
and miroducing a sruoothing
arrangement, where funds not
expended 1n one year of the program
can be retamed and made available
elsewhere over the life of the Scheme
(especizlly in une\pcmt:div high
demand years).

The Review also considered calls for
lowwering the basic non-rettbursable
aconnt - Le 00 threshold

of ehgible promotional expenses the

the 515,
claimant must spead each vear before
qualifying for assistance.  Micro-
fizms and very new exporters have
argued this minwmam self-expeaditare
thresheld is too high and 2 basder ©
them engaging in exportng

While elznaong, or cven
substantally reducing, the threshold
Tiay A58IST some poential micro-
frm exporters, i would undermine
the principle that claimants

should demoenstrate 2 worthwhile
commitment and Anancial
contributicn o their own export
efforts,

The processes for making and paying
claims was also e:;;LtUiﬂed by the Joile
Review, e cogn 5t ng the expenience
of commerce and mdustry that

delays and uncerimindes surrounding
payments make it difficult for
exporters to budget and manage cash
flows and plan shead for follow-up
£XpOrt PIOMOLOD acuvities.

While there could be merit in
establishing a pamilel, faster
mrnaround claims channel for

muicro businesses, and possibly frst
time claimants operatiog in diffeul
raarkets, such minatives should oot
comne al the cost of administrative

mtegrify and fnancial 2ccountability
for raxpayer funds.

For the great majority of claimants,
and m particular the substantal
mumber who submut thedr paperwork
‘at the last minute’, the better
approach may be for Austrade, as the
Scheme administrator, to encourage
exporters to provide acourate and
timnely applcadons in retarn for more
certain, and quicker, grant payments.

Actountabiilty

An imp(}nrtﬁnﬁ characterisdc of the
EMDGS over more than 30 vears of
operation has been dgorous siandards
of accountability, both on the part of
Anstrade and of clasnants.

Key features of this accountabilicy
have mcluded the requirernent

for: ;mpl cants to commit some

of their own funds to their export
activites before applying for inandal
assistanice; grant claims ro be
docomented 2nd substantated, with
a strong risk management programy;
grants to be paid based on objectve
criteria set down in mgzs}atfou and
transparent regudations; and third
vear and Jater clairmants to satsfy an
export performance test

The Review noted calls for an casing
iz these accountability requiternents,
m particular to adopt 2 more lenient
approach to perdtting grants claims
for cash-payments and for contra-
payment ATTARGCINCALS.

Propooents argued cash rransactions
without & paper trail are standard
practice in some markets and
exporters tackling them were
disadvantaged in making EMDGS
claims relative o those operating
where there were more cogventional
business practices.

The Review, quite nghtly, rejecred
these arguments, pointng 1o
Aunstrade’s experience and indicated
thar cash payments tend 1o be
assoaated with dublous grants

claims and a lack of EASPArenCy
m the applicants’ other Susin
ALATGOIIELS.

Rather, the Review made the sensible
recommendation of strengthening
Austrade’s powers to specl
exclode cash payments from
eligibility for granzs and to diswe
ensubstantiated claims.

feally

CONCLUSIONM

TGl s a

valzable mechanism for encouraging

ACCT behewves that the

smaller firms o explore export
markets and hecome susrinable
han

exporters and that the Anst
Goversument shoukd adopt the main
zc‘comm}dﬂmozt. of the Jollie Review

arn, be coninued

e that the pro

fur another 3 years.

The

give consideration to other
recommendations nchuding:

* expanding eligihle expense
categones o include pre >dm:r

fabeling, pack v cost

of mtdicctm] pj op pmic

- mcrm%mo‘”‘w overse 1:v£.s:it

allowance; »
*  indexing {hﬁf EMDGE budget to
inflation and allowiog funds not

expended in 2 parncular vear of
the program to be used elsewhers
over the bfe of the Scheme.

COTrITIS S

It should also 0 an
mdependent review of the varous
trade facilitaon and promotion
programs offered by the Fedex

State and Termmory Governments

0 ensire they operate in a
complementary and searnless mammer,

Most mportanty, this inquiry should
make substantve recommendations

w0 eliminate ¢ unphccxnoq gﬂf v and,

RS 1}{ Tween tl

or inconsi
DEOSIADS




ACCI REVIEW

CCTOBER 2008

TRAINING WAGE REFORM GOOD FOR

NEW APPRENTICESHIPS

Since 1996 the number of Australians
emploved as apprentices and frainees
has more thin doubled. At the and
of 1996, 163,000 Avstralans wére
employed as apprentices and tranees,
while Iz func 2004, the figure was
306,000, This growth coincides with
the implementation of the Howard
CGovermment’s New Apprenticeships

DEOETALL

The Mew Apprenticeships program
enables Aunstralians to develop shills

and a trade in a greater number of
fields than were available under
previous government schemes, as
well a5 eontlnulng 0 encourage
Anstralians to undertake an
apprenticeship in a traditional trade.
ot fexible

The prograem allows
learning arrangements, school-
Lased, pari-time and fuli-time New
Apprenticeships,

New Apprenticeships have

hecome more atttactive 1o & greazer
cross-section of the commurmty,
Apprendees and trainees aze
mereasingly more likely 1o be female
and/ar older and exnployed part e,
There has been 2 notable increase

in the mumnber of exdsting workers
andertaking New Apprenticeships. As
well, padidonal wrades remain a major

f

pathvay for young males to malke the

rransition from school to worle

The uptake of New Apprenticeships
is an important part of ensuring a
contmued supply of skilled workers
o the labour market. However,
carzent State industrial armangements

- do not aflow for the full realisation of
the New Apprenticeships program.

APPRENTICES

ustralia’s federal system of government is currently preventing many Australians from undertaking
apprenticeships and traineeships, ACCI is advocating a policy approach that seeks to remove these
workplace relations and training barrers and get more skilled workers into the labowr magket.

WORKPLAGE RELATIONS
BARRIERS TO TRAINING

Tz July of this vear, ACCI published
a report entitled Addressing Warkplace
Redutions Barriers o Training. This
report was publicly welcotmed

by the Hop Gary Hardgrave MP
Minister for Vocatgonal and Technical
Fducation” and identified gaps in
traiming wage atrangements as the
maior barrder to providing the full
range of New Apprenticeships.

Training Wage Arrangements
— A Mational Perspective

Identifying gaps In traning wage
ALFANZEMCHLS ACIO8S State/Termtory
jursdictions is a difficult task due to
the complexity of both the workplace
relations aod the vocational education
and training (VET) systerns.

From a workplace relations
perspective there are six systems

- a federal system that covers ACT,
NT and VIC and a system foresch
remaining State. Each State and

“Terdtory has its own state training

anthority (8TA) responsible for the
VET systemn within that junsdiction.

Put simply, many awards that provide
for employees” wages and conditions
do not.contain the necessary safety
set provisions to aliow employers

to employ school-based and parz-
time New Apprentices, $TAs do

not have the ability to ensure there

is appropriate award coverage for
training packages and the vatation of
awards to include such coverage often
falls to industry parties which can be
2 costly and time consuming process,

Decisions zbout the approval and

implementation of training packages
are madé at the State/Territory -
level by the relevant STA. Typically,
STAs will pot approve 2 New
Apprenticeship pathway unless there
are rippﬁop;:iilfe workplace relations
arrangements in plce. Unforiunately,
STAs do not gerierally have the ability
to ensure there are award provisions
for training wages 0or a process to
work with theis workplace relations
counterparts to achieve this.

At the State level it s considered

the responsibility of the mdustry
parties to file applicatons to vary
awards through the relevant Industrial
Relations Commuission. This is.

often a difficult and costly exercise
for emplovers inthe face of uoion
opposition, particulardy to part-time

‘and school-based armangements.

There are some unions that are -
opposed to any torms of part-
time work including school-based
arrangements, pasticularly in the
racditional frades area,

Training packages that have
significant gaps 1n tralmng wage
arrangements, Le. no award
provisions or limited and wfenble
awazd provisions for the employment
of New Appreatices, include: -

»  Electrotechnology;

+  Copstructon; -
+  Plumbing & Servicey
+  Automotive;”

o Metal & Engineering;
+ Hospitality;

*  Hairdressing;

* Aeroskills; and

*  Purnishing

These are key tralning packages in
identified areas of skill shortages
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the traditional trades.

Generally, jurdsdictions that have
some form of emabling legislation

te provide workplace relations
azrm@}emnms tor New Apprenrtices
have hetter coverage of tralmng wage

ACCANZ OO,

New Apprenticeships will be more

attractive 1f the training pathways
are rnore Bexible, Full access to
training wage provisions combined
with targered new policies like the
zstzblishment of the Australian
Technical Colleges showld lead to 2
significant increase in the nunber of
New Apprentic csiu[‘s particulady in
the tracditional trades.

The increase in npportaeites should
be most sientficant in the States that
currently hA\L [0 200

ALTT
policy should

believes that government

alm at the creation of

1 comprehensive safery et of wages
and condinons that facilitate wharever
Lr:nm:w opons are available in the
trzmung sphere,

ACCPES SOLUTIONM

lov the Addressing Wrkplace
Relutions Barrers io Training report,
ACCT developed 2 number of
recomimendatons to address these
barrers. These include:

e suppetting i comprehensive safety
net of wages and conditions
for all scheol-based and paxt-
time apprentices. Default
i training wages should
be available 1n the absence of
award provisions fog all full- Hme,
part-iizae and schocl-based New
Apprenticeships;

* supporting the Governments
proposal that the State-
Commonwealth funding
agresment ok funding o the
remaoval of workplace relations
barriers to sationally accredited

tramning in the State systems;
supporting a legislative solution

to ensure that training wage
arrangements for school-based
New Apprenticeships are available
from 1 Janwary 2006 1o underpin
the Australan Technical Colleges;
the setting of a legislative safety
net for school-based and part-time
New Apprenticeships should not
provide a vehicle for any push

{c increase apprentice wages
generally;

that industry work with
Government represenfanves 1o
advise on the impediments in the
workplace relations and trainiag
systerns hundering the take-up of
New Apprenticeships;

that the fralning wage structure in
the National Training Wage Award
should be simplified and apply to
2l trainmng packages;

nformation should be developed
o educate employess In targeted
mdustdes on the provision of
zbove award wages and coaditions
for New Apprentices;

that emplovers should be able to

employ a New Appreatice for

the duration of their training

wathour the obligation to provide
employment after the completion
of the IMNew Apprenticeship; and

m any role the proposed

Augstralian Fair Pay Comsmission

has in setting and adjusting

WO wage tates, it is

recommended that the following

issues be congidered:

- mtroducing a wage struciure
to meet the requirements
of shorter duration
New Apprenticeships
and comperency-based
ALCEIgEments;
wage rates for shorter/
specialised skill qualifications
in tradidonal trades;

- wage rates for fast-tracked and
older MNew Apprentices; and
junior iraineeship wage rates
snonld be available m all
industres.

GCOVERNMENT POLICY AND
REFORMS

Since 2003 the Austoalian
Crovernment has made a mumber

of commirments to, and statements

abour, addressing workplace relations

hartiers 1o training,

Faderad Hl

Dugng the 2004
camnpaign, the Govermment

mrade 2 commitment o addre
skill shortages. Included in this
sosal 10

COMUTUHTCHT Was 4
remove workplace relations harders
to the Implementaton of school-

based and part-Time appre
proposal aimed o addreas

In May 2005 the Government
announced 2 workplace refatic
reform package which inchided
the introducton of 2 nariongl

e relations svstem and th

o the Avstralian

Fair Pay Ccmm}iss;irm tey set pnd

workplac

establishment

rciust minitnumm wage

periodicall

i

rares, including training wages.

In September 2005 the Pume

about

binister, in a statement

g and

workplace relations refors
aporenticeships,” znnouncad
further detatls about the sole of the

Anstralian Fair Pay Cormmission

The Pome Minister announced

that the workplace relations reform
legaslation w 1}1

= include g reguircment that

IRETD wages for tranees be

ser by the Australian Fa Pay

Commission (AFPC) ut levels that
cnsure they are compentive in the
lbour market

* provide the AFPC the 3
to establish separate mindmurm
wages for all ciﬁftgc}.{i{iﬁ of

ST

trainess;
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= gve the AFPC a general power
o take any action n relation
L0 wages that 1s Necessary o
ensure that the full range of
appeenticeships and other training
arrangements that are created by
the training systern will be covere el
by appropiate wages;

»  require the AFPC to establish
minirnurn fraivdng wages for all
types of apprenticeships that
will operate wherever there aze
currently any gaps in state of
federal award coverage;

rovision of an

award that restricts the range

of apprendeeships. This would

T reffuyve 1y

mclude the removal of any

provision that regulates or
Hmits the duration of New
Appreaticeships; and

= nclude standard minimum wages
for school-based traineeships
and apprenticeships that will
take effect immediately and be
available for Australian Technical
(olleges wherever awards do not
already include such mintma. The
.ﬁ_z:in.inmm wages will apply unal
the AFPC has heen established

and has set nmoimuwm wages that

wiil i the gaps m award coverage.

Business welcomed the Pome
Ministers Seprember 2005
anmovacement and believes that it
reflects the recommendations of

AUUTs Addressing Wardplace Relations

Stsbecnpt‘on s 1o the ACCT Review are
565 per year and may be ordered through
ACCTs Canberra office.

For further information about issues

raised in the publication, contact the

ew Feiror, Brett Hogan, a8 ACCT

Melhourne office.

Barrers fo Training repozt.

These reforms will see the
establishmens of natonal wage
arrangements that will provide all
Austratians with an opportuaity

to undertake an apprenticeship or
traineeship through a School-Based
New Apprenticeship or under a part-
Gme arrangement.

The oppoTiunity o nndertake
apprenticeships and trainecships
should be avatlable ro all Australians,
regardless of the junsdiction they live
in.

CONCLUSICN

ACCI supports reforms that will
encowrage a greater uptake of
schoch-based and part-time New
Apprenticeships and the developrent
of a comprehensive safery net of
wages and conditions that enables

the workplace relations system (o
keep pace with education and rraining
reforms and facilitate the transfer

of skifled workers into the labour

roardset,

However there is scope within

the broader reform of mumimum
wage setting to look at simpler and
more comprehensive safety nets for

tramneeship and apprenticeship levels.
Such a safety ner could be developed
around three basic punaples:

Lewel 3 Commercs House
24 Brisbane Avenue
BARTON ACT 2600
PO Box 6005
KIMNGSTON ACT 2604
Phone 02 6273 2311

Fax 02 6273 3286
Emadl info@acciasn.an

1} rates of pay should be

concessional and discounted to

full-time achult ratés of pay;

rates of pay should be internally

consistent; and

3} rates of pay should rewaxd the
gaining of skills and experience.

Reform should also extend to the
National Training Wage Award. This
award is excessively compilex and
subject to a zange of lmititions.

"The initial consideration by the
AFPC will be important as 1t may set
in place the approaches 0 minimurn
wage setting in the future.

The Al
with its members will seek to provide
iopat to the AFPC on minimmum wage
setring overall and for various cohors
including apprentices and trainees.

1 secretadal in conjuncion

ENDNOTES

P ONCVER Appreatice aﬂd Traines

Collection Number 2

Media Release, ACCT RB‘D@!‘;‘ oH

Barrers fo Training Wekomed 27 July

2005.

* Prme Minister’s
WWorkplace Belutions Raforme and

fips, 20 September 2005

(%]

Starernent,

Aptrentices

Tevel 3

486 Albert Street

EAST MELBOURNE VIC 3002
PO Box 18008 Collins Street Eas
MELBOURNE VIC 3003
Phone: U3 9648 9950

Fax {3 9668 9958

Email: melb@melbacclasnan
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a February 2006, the Council of Austalian Governments agreed on a new national reform ageada to
follow on from National Competition Policy. ACCT is pleased with moves to bring alout positive change

in the new reform poority areas which include the nadonal waining system, infmstrucmre regulatdon,

transport a.ud energy and occupational health and safery, but disappointed thar COAG did nor

apr Py
_3;;“1"{,@. jas

fursher reform state taxes and workplace relations,

monwealth, State and Ternrory Goveraments

i 1995 the
cing reform program called Nationat Comperition

agreed to 2 wide ra

1 was designed to mprove Anstralia’s economic

TN I
Il P O Y
{2, which

CTEASING COmPetition across the economy,

Gven that tus 1995 reform program was due (o end m 2005-06,
the Council of Auvstralian Governmenrs (COAG) in 2004 asked the
Productviry Commission to condact an inquisy futo NCPs farre.

The Products 7, released in February 2005, found

1 1

that WNCP had prcrﬂdm., 512 1 ast a,mi 3 D(iﬂx_flta to Anstralia’s economy
growth and hiviog

e

stancards. In particular, the Commission found thar NCP reforms to key

and socie oy ‘11‘5“'11!" L‘Elﬂtﬂ ”"CICZlSZ?l’lg? roductivy

mbrastructure sectors alone contributed at least $20 billion to Australia’s

GDP (31,060 per persean).

ACCT made & detaled submission 1o this review strongly suppordng

a1 185 reform program to conrinue and be extended

NCP and arguing i
0 cover training {the sabrmission is availuble from ACCTs website). The

Commission subsequently made recommendations in line with ACCTs

submis

Comronwealth, State and Terntory Governroents met on 10 February
COAG 1o deade on the replacemnent for NCP COAG agreed that th
MNCP reform program should continue with the addifion of 3 oumber ()f

areas including traming,

Thus agreement i3 for a new Natdonsl Reform Agenda focusing on
human eapital zetorn,, competition reform and regulatory reform. These
and other issues relared to the meeting are the subject of this article.

HUMAN CAPITAL REFORM ~ REFORMING THE NATIONAL
TRAINING SYSTEM

ACCE s pleased wath the b reakrhrongh announced ar the COAG meeting

LEADING AUSTRALIAN BUSINESS
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regarding reform to the national

bramung systern.

COAG has forged a covrdinated
approach to the removal of
impediments o skills recogaition
and participation which are often
caused by the interface berwesn
training regulators and other areas
of government, perticalarly agencies
responsthle for Geensing

AL ACCT proposals put o
povermments over the last three yeurs
have been addressed by COAG and
soportanty; clea timeframes for
resolutdon established. It is vital thar
these reforms are indusay-led. ACCE
and its members will be seeking
meetngs o address the agreements
with all relevant governument
depariments as 4 matter of nrgency.

Thete are four key areas that COAG
has agreed to address:

1. The Commitment to Quality
Training

ACCT has long supperted 2 move

from an lnput-based National Quality

Assurance Framework o a more
ngofous outcomes-based national set
of standards which wondd apply ro
all Registered Training Organisations
and State Training Authorites.

We have come a long way in the

last 10 years in reforming quality
asgirance arzangements and these
cuscornes reflect the next steps.to be

raken.

ALCHIs also developing some key
prnciples which should apply to the
development and implementation of
any new Framewerh These include:

*  the estabiishment of a pigotous,
nationally consistent quality
ASSULBACE SYSTEMm Corporating
standards for registering
authorities;

* ensuting the heightened
)
confidence of mndustey and

employers;

+  implementation of a regime of
ganctions which clearly outlines
the consequencgs of the faillure of
providers and authorities 1o meet
essental minimum standards;

*  defimtion of “outcome-based
andits” in a clesr manner also
incorporating definitions of
evidence required, paricularly
around employer satisfaction and
participation; :

> recognition of diversicy of
provider size, delivery methods
and scope;

» facilitatdon of the synergy
of alt audit and contimuous
improvement activity, including
other State/Tertitory tegulation;

.
and

«  reducton of red tape whilst
meintaining a quality national
teaining system,

2. A Mere Mobile Workforce to
Help Mest Skills Neads

Awstraliz opezates in a global
economy with an increasingly mobile
workforce which operates across
nationzl boundaties. All nations are
examining ways to reduce barrers,
whilst snaintaining national security,
o attract the very best workforce,

ACCT supports full mutial
recognition nationally in the arez of
occupational Beensing and believes
that the Australian Government
should: '

*  establish consistent nationally
agreed competency-based .
requirements for the regulation
of the same occupational sctivity
or function between and within
jurisdictions; and

«  usethe gationally consistent VET
systern to assess the achisverment
of those cotnpetency-based

TEOUIEMEnTs,

This should provide a seamless
transition path through traiming and
assessiment to competﬁncy«bastd
industry Heansing that is tnderpinned
by Natosal Industey Training

Peckages.

This will provide a number of
benefits including:

> reduced barriers tothe mobility of
labour berween Juzisdictions;

»mproved cordsistency io the

© zegulatory requiretnents of
jurisdictional industry fegulatory
authontes;

* g sound basis on which to
improve the muteal recognition
of occupational icences betvween
jurisdictions; and

*  astrong foundaden from which
to dévelop natonally consistent
regulatory regimes. ’

It is vital that this does not result
man increase in regulation in the
trafning dystem. R

ACCI does not support a one skze
fits all approach and propases that
change should be implemented on 1o
industry by industry basis involving
Industry associations to maintain
emplover confidence. One reason for
this is that in some industries there
are matiers other than Competeney
Based Training {CEf[j"c‘afr:'Omes that
are considered as essential parts of

- the Heensing reghme,
Ty

COAG has faken this bold step and
setup clear goals with consulrations
being cooperatively manuged by
state governments and industry
asgociations.

ACCT suppozts skilled sigradon
as part of the solétionto skill and
abour shortages in the Avstralian
sconomy. It recognised that
Australiz is competing with fmany

2
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other conntres for worksss with the
rills in demand m

gualifications and

our workforce,

increasingly nportant, For this
reason ACCL supports the new
Trade Skills Training Visa, providing
It concentrates on employmen

in regional areas with identifred

labour s
18 delvered through the New
Apprenticeships program. State-

L(ﬁ':z*i:ages and that tzd_f_r‘.li:g

specific migration schermes that
encourage the location of skilled
toigrants in regional arcas ate stongly

supported,

ALCCT believes that the assessment

of gualifications of peopl
to migrate to Australia should |

aken in their ccmmry of o

underal

e location

or seme other o

-h as the C,f)uj_'""" st.i"' o I'h(“-’

were recruited. Lices 3y should be

included as an integ r1? part of this
2
process so those recroited as skiiled

reugrants can work as folly Heensed

on arrival in Australia or be
they need o do to gain
the soquired licence and where this
be obtained.

workers
aware of what

teslning can

This applies equally to the tades and
to non-trade nccupaticns where there
may be regelatory requurernents o

o Australia that
m other countres (cg

work in the immst““ i

do not appl
Responsible Servce of Aleobol in ¢

o
Hospiralty ladusty where there are
sigriificant skill and E?Dos iy moru res)

Traming to fﬂl gaps 2 slalls identibed
went should

be undertaken in the o‘ttshom
leation or in Avstralia, There are

currentl

by the oftfshore assessm

raltan

v a number of Aust
tralaing providers, public and private,
=y

delivering offshore and investigations

need to be vudernken regarding

tbc:. potential for this network’s
involvernent in deliv cﬁﬂg this

fnmg A joint

assessment and g2 2 Trasn,

achastry-provider consorta could be
developed to provide one-stop shops

in specific countries. A tender process
condd provide accountabiity for

5 \;,ifﬁcted consertia. COAG proposals
are well on the way w establishing
these armangements, hxtaily In
selected countries.

The process of recognising skills of
those applying o come to Australia

as skilled or semi-skilled migrants, oc
Australinns returning to this countzy
after a period of absence when they

may have acquired slails and/or
qualifications overseas, needs to be
streamlned.

ALCCT supports the jomt approach
by the Department of [msudgrmtion
and Multiculnral .c\ fairs (DIMA),
the Department of Employment

and Workplace Relations (IDEWR;
and the Depammeﬂt of Fducation,
aining (I2EST) to
develop & web porm ith i will provide
stmple rehenss

date information for migrants who

Sctence and Trainin

&, Compr e and up o

are seeling recognition of thefr

qualifications and Heensing for their

skilled cocupations.

3. A More Flexible and
Responsive Training
System

ACCI fully s

based d}:I:}.‘J%LmAt.ﬁLS IEL er than thne-

PROLts competency-
served crreria for the compi(:tlon of
apprenticeships and belleves that this
system would faciitate the supply

of skilled and qualified worlers
more quickly into the Austealian
workforce. Quality standards must be
mainiained.

"The concept of “time served” should

be rernoved from trammg conditions

following consultation with industry.

While there is considerable support

for competency being the major

criteria for successiul assessment

and completion of training, there

are mstances where there is 2 need

t0 be able to demonstrate expetence
and anderstanding of the working

conditions of the industry. Therefore,

ACCT s

Tilu’tiOHS a2bout any few

arpangement which sirmly
the duration of an appr
1s mot linked 1o the perso;

» TJLL{

do the job. An appropriate nrix o-f on

and off the job training nesds to be

matatained el & srovide f}pp(fﬁfﬁ‘;ﬂfﬁcf

for those iIn training o gain the

necessary workplace e**pc.i:

The COAG proposals
bt

appro :l(i‘. -

ACCT fully suppodis the mroposed
mndustrial arrangements in

rhe Anstralian Goverr
sdation and looks

5 e

[

WarkChoiear leg

forward to changes fowing fro
that legisiation thar will free up

the marketplace for apprentices

1) redations

and traimees. [nduos

ELEIElI‘lgﬁ’.mCﬁfS S.Elfjl'l}.(.i be amended

so that they &‘pc, LS C.nﬁ"v‘ allow for
C{)i'ﬂpﬁfﬁ‘
a priog

that set a fized time dus

apprenticesiips showld be mmended

to altow for early Comy
ACCT has a comprehensive set of

oroposats which i has provided to

the Australian Goverr

AT

In addition, indu
should also be adjusted o allow for
comperency-based progression for

part time appresticeshins across

indusiries.

COAG has also recogaised the
need for a range of taining and
employment pathways to mees the

challenges of the continually evolving

worktoxu, New qualifications at
Certificate 1T in specific industries
ALE DeCes

ssary for the training

to meet the needs of & rnode
workforce and modern organisation
of work bur must be tully supported
by the relevant industries.

the_-fﬁ?ationa] Sk‘ﬂi S

Strategy 5o} i the Building and
Construction Industsy has provided

strong evidence of the need fora

“atlc

1 qualis

Iange of s AL_TJCCEELJJ,S C

to meet the needs of employers and

employees m the industry.
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ilar needs are being revealed
iny the Flectrotechnology and

Communications industries where
specialised activities and new
rechnologies are creating a demand
for workers skilled i specific

comp etencies

These should be mulriple entry
and exit pathways for traming to
mest individual needs and the
reeds of business ead industry
it points ot Certificate 1T that
provide ocoupational oufcomes i
demand in the Australizn workforce
should be sapported and industrial
arrangenents that hinder the
dew ‘i{;:pmam and mﬂplemmmmm

{ these courses and the p}IOH\k}ﬂ
ui new qualifications need to
be amended o remove these
mnpedinents.

New Qualifications ar Certificate T1
should be developed so that they
provide a legitiroate ex it point 2nd
are also 4 re-entry pathway for those
who wish ro come back to tralning o
ateain the fall trade qualification, or to
continue training while wodtiog in the
Certifeate 11 occupation.

The developrnent of these new
gualifications should be undertaken
by the relevant Industry Skills Council
(ESC) of their industry informs the
ISC that the qualifications are needed.
The obligatgon to develop these new
pathways should be included in ISC
funding agreements and the I5C Key

Ferformance Indicarors.

The Natonal Quality Courl
should have the power to ntervene
if the relevant I8C is not prepazed
to develop the pathway or where
2 blockage to development is
ientified by either the Institute

i
of Trade Skills Excellence o an
employer organisation. Where such
ntervention is required the matter
should be referred ro the Ministerial
nncil on Vooational and Technical
Educatioa (MINCO)Y so that the’
aurherity of the Seate and Terdtory
Governments can legtimise the

imtervention.

ACCI will be working “v*tL a mmbe_r
of cross industry partoers to dmelop
a model for industrial arrangements
to suppost these new pathways.
There will need to be a flow of
Commonwealth funding to support
pilot programines to implement
trainng in these new qualifications

sor that the development of qualified
workers with skills urgently needed in
the Australian economy is not cieiayeé
by the need to obtain state-based

funding for training development and -

delivery.

Restrictions on the types of
apprenticeships allowed to be
undertaken under certain industrial
relations artangements need to be
identifled, removed and replaced with
an approach that provides a more
an»p;rimr? universal coverage, rather
than relying on specific allocations
thdt rake place through the award
variation process.

ACCI believes strongly that
Recognition of Poor Learning (RPL)
is avital element of 4 flexible tiaining
system and needs to be upgraded.
COAG has also agreed to address
this issne with clear targets and some
funding incentves.

A reformed, Sexable training svstem
will need to faciitate a workable znd
effective natonal RPL system that is
geared to the needs of mature-age
and existing workers as well a5 for
tradifional youth apprenticeships
and encoutages consistency and
quality bulding confidence for the
achievement of valid competency-
based outcomes.

There is considersble discussion -
regarding the upskilling of existing
workers to provide alternative sources
of skilled Iabour. If upskilling of
existing workers is to reach its

full potential to contribute skilled
workers, BPL is an essential factorn

Many workers have developed skils

from long time employment in

industries (e.g builders labourers)
but are reluctant to commendcs trade
training from the beginning RPL.
provides a pathway for thelr skills

to be recognised and thel period

of teaining shortened maling the
commencement of tramning more
attzactive and completion more likely.

Similar considerations apply to
people zeturning to work after
infury o those who have been on

some form of welfare support. -

and arg rfsmimng o the workforcs
under the Gmemmenh We lfare o

- Work iritiatives. RPL can provide

pathways which encourage those with
skills from their previous pedods

of employment to re-enter the
workfores in positions where they
can make an effective contabuton.

The current system does not give
many locentives for training providers
to undertzke RPL. In fact it is.
fnancially aegative for providers.
and expensive for the employeds or -
emplovers wishing to have existing .
skilly assessed. A reform of the
rrainiog system needs to ensure that.
BPL is an effective and efficient
element of the system on both thé:
dermand and the supply aspectswizh
appropriate fnancial support for
training providers and emplovers.

Part of the development of a

more Hexible tratning system will
need to incorporate training in
emplovability skills that are vital

for soceessful frensition nfo work: -
This would inchade e skills tratning
and preparation f6tr work trainisg -
delivered on 2 rmtmm& bmﬂa

4, Tas‘geted Response t{a Sk;ii
Shortages ar;d Ragiorzs

The needs of empioyerﬁ mt:i
employees in regional areas of

Australiz must be fally examined to

determane the best ways to meet local
needs.

Carriage of national projects ra
develop, trial or pilot strategies ©

4
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adddress skill shortages i reglonal
Australia should be vested in industy
organisations rather than training

providers or Indestry Skills Councis.
The development of regional
trategies and solations to skl and
lab our shortages 15 hundered by a
lack of consistent, reliable data at the
regional level, There are a number of
statistical instrignents that provide

orrnation regarding skill and
labour shortages {e.g. the Magrang
O(xup aH0ons in i)u.m.md Fist
MO, the Wational Skill Shorrages
(N2} List and a sumber of state
government lists providiog both
whme of stare and spe Jf‘lL regicns
information). Despite this, regional

nation are not well

T

review of all

] 2dvocates a
current dsts dealing with skl
shormges. A whole of governmens
appresch needs to be appled o

the collection of workforcs data o
facilitate effective strategies to address
zs. Consclidarion of all

sicill shortages

5 - D.:]Tj.(_rilﬂ}:. state and regional, into
. eastly understood

one comprehens
document would facilitate the needs

~ .1 T ey T
O OS¢ researciing skill needs in

Axstralia, pationally, n states and
z regional areas and the needs of
those with mreresis o attrachog
siilled and semi-skilled migrants
from oversseas. Such a st will ok
i shertages information together
in a clear hierarchy Information
gathered in this way shonld inclede

micdustry-based data as well as the

geographically idennfed data

MNext Stages of Training
Reform

COAG has also identified some
'add nonal work to be undertaken
by December 2006, These arcas,
~which largely colncde with the other
prrorty areas of ACCTin sddition to
the four shove, are;

v the growing need for higher level
g £

skiils;

+  cubiuzal and workplice change to
lift educational pazticipatdon and
attainment;

* possible reforms to funding and
other mechanisms to make the
traiping SYStern more responsive
1 demnand;

°  ophons to ncrease Austzalia’s
mvestment in vocational education
and trabing,

»  enhanciog user choice through
meaningfil and tdmely
performance iInformation;

*  moere appropcate regulation of
education and traimog providers;

°  building stronger zelanonships
between Soms and traming
providers

ACCT welcomes the Intervention of
COAG to put pressure on industry
and all povermments to finglly resoive
these matters and move forward for
the benefit of all Australians. The
challenge should be met with opesn
arms by all, not resisted due to self |
mterest o1 perceptions of loss of
control by govermument buzeancrats.

COMPETITION REFORM

From its name, it was clear that
cormpetition was at the heart of
National Competiion Policy.

ACCT strongly supports the
continuation of these competition
reforms under the new National
Reform Agenda. The competition
reforms under NCP have been
very stecessful, but have aot been
completed. For example, many
anti-competitive regulations remain
that have got been reviewed by
NCP. Some forisdictons have been
penalised for their fatlure to review
anti-competitive regulations (such as
restrctions on retaiiing bours).

The sew agenda should contnue

the Pfﬁbﬁluﬂ i(DY' IE_E(}I 1L G t_i'}tc"-i'_‘

regulations,

Infrastructurs Regulation

COAG sipned an agreernent o
provide for a sumpler and consstens

ﬂa'tio:ml W%m of OGN

mﬂa:tr;cm;a R s pe:)}:‘f.s.
railways and other export-telated

mfrastructure,

The ponciples of the Agreemenr are
consistent with ACCTs subnissions
on the Navonal Access K

w0 the 2005 review of export-related

wrime and

mft'zs*f:uctz_m_ [n pari m*Lv the

1—..‘316 fin omfzﬂ‘ words, r

P
of access shoukd m*i‘ oeour 1

commercial ne

ACCT also supports the agreement by

COAG that

*  all access regim

copsistent ponuples;

would he bound o

= reguaiator

make access decisions within st
months; and

= compelitive neutzality principles
) — -
should be enhanced to ensure
government businesses engage in

fatr competon with the
SECTOL

ACCT alzao welcomed the
annotnoernent of t":c‘p{m-"a
mirastructire planning, in p'}.ri‘icuim

the commiment IO a fave-v VEALS

shars .’-if‘ﬁ

: e neecs COAG
also agreed to establish one stop

biak) i each }'Lll?‘l&(.ll(:t“ on to faciitate

significant development projects.
Transport

Charactenstics of land toy
policy have included the lack of

transparency and the presenes
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of unclear cross-subsidies and
inadeguate cost recovery in uses
charging and priciag, which resaltin
distortions and inefficiendes in the
uwse of land transport facilities and
services. Commerce and industey
expects both rail and road transport
sectors to operate withour subsidies,
with nser charging and pricing being
based on full cost recovery and
applied in a competitively neutral and
LrANSDATRIT INEIer,

The Productivity Commission
has also been asked 1o report

sy COAG 1 2006 on, inter alia,
optmal methods and tmeframes
for introducing efficient road and
paft frefpht infrastrucmre pricing.
COA :
harmorgsation of road and rail

sor agreed to review the

regudations for implementation
within five yeats. A teview will also

be undertaken on wban congestion
rrends, impacts and solutions. The

review's fndings wiil be considered at
the frst meedng of COAG w 2007

CiALG also announced:

“a barmoniseion of rocd and rail
By that o sational spstem i
cruiciad tp Anstrafia s economic and
soctal wedl Borng. 17 i essential that
decirians made iz ome jurisdiciion
shonld be beniwelly recogrised
edsemhore, Thess should be an
sutagrassd, national and gfficient
dectsdon-raking framenork lo gain
aceeer iy the manionsd road or ol

mefvork”

ACCI supports greater harmonisation
of regulations throughour Australia,
This is particulardy important for
sectors witdeh are vital 1o Australia’s

compeiiveness,
Enaergy

ACCT recognises that the Aosualian
Gowvernrpent has 2 strategic national
role to play in the development

of energy policy and supports the
development by government of a
comprehensive, integrated, long term,

market-responsive and output-based
energy policy that promotes & fully
contestable national grid with fuil
interconnectedaess.

COAG anmounced continued

reform of the energy sector. ACCE
has adopted 2 policy supporting

the National Energy Mazker and a
natonal regulator. ACCT welcomed
COAG restatement of its
comrpitment to achieving a geminely
natonal electdeiry transmission gnd
and moving forward on a national
distributon and retail frameworlk,
pardcularly the phase out of energy
retadl price reguladon. COAG also
recommended the inrroduction of
smart meters o improve price signals
for consurners. ACCT considers this

a positive initiative to assist demand
side management.

A high-level COAG Epergy Reform
Implementation Group will be
esmblished to detall implementation
arrangements for the further reforms.

REGULATORY REFORM

ACCY released a3 regulation discussion
fus

paper in Novemnber 2005 entitled

Holdding Back the Red Tape Avalanche.

The paper rmade a number of
recommendations such as improving
gate keeping mechanisms, tnproving
Regulstory Impact Statements,
better measurements of compliance
costs and measutes to address the
stock of regulation. The COAG
communiqué has largely taken up
these recommendations.

COAG announced that “Governmendy
will establish and maintain sffactive
arrangemenis at sach level of government
ihat maccinrives the oficiency of mew and
amended reguiation and avord unnecesiary
compiicnes costs and restriciions on
competition” This will be achieved
through establishing and maintaining
‘gate keeping mechanisms’, improving
compliance cost messures and
hroadening the scope of regulation
fmpact analysis to recognise the

curnulative burden on business.

COAG has also nodertaled to
address six regulatory hotspol’ areas
1o become an annuel review where
regulatory reform provides significant
net benefits to bisiness. ACCT
supports this approach to reducing
the stock of reguiation

Figalty COAG undertookto
benchmark, measure and report on
regulatory burdens across all levels
of government using 2 comemon
framework, It-was also notéd that
sO1me ju:isdi'cﬁtioné may wish to set
quantifiablé targets. The COAG
regulatory statement lse noted that
the Regulation Task Force and its
recormmendations were before the
Australian Government anl the
determmination of this process woudd
also have a major impact oo the
overall regulatory framework.

Occupational Health and
Safaty. S

ACCT welcomed the inclusion of
Occupational Health and Safety
(OHS) on the COAG agenda,
reflecting the inczeasingly high profile
given to OHS by AUCT and its
members and in the comamuity:

ACCT has worked hacd with
governments at all levels over

“many years to achieve a nationally

consistent OHS framework. Maoy
of the objectives-of the 2005 ACCI
OHS Policy Bluepsint Moders
Workplace: Safer Warkplace {(the
Blueprint) are making their mark at
the highest levels of govermment.

ACCT welcomed COAGs decision to
raquest that the Austrafian Safery and
Compensation Couneil (ASCC) work
with the jursdictions and industry

to develop strategies to improve the
development and uptake of natonal
OHS standards to improve national
conststency. This decision reflects the
ACCI OHS Policy a8 srrieniared in
the Blueptint. '

8
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ACCT is however disappointed that
the communiqué makes no mention
of the developioent of prevention
strategies.

The national focus is on Inproving
Auseralia’s OHS performance as
articiilated m the Nationa! OHS
Strategy and the mational targets for

njury reduction,

Al the nanonal stakebholders have

the same objecdve - to achieve safer
workplaces. However mdustry has
very differeat views on how this
mugzal objective should be achieved,
given that COAG, the Workplace
Relavons Minsters Councl (WERMCO),
ASCC and the Junisdictions all focus

01 E’C‘;’Kﬂiiﬁ('ﬁ'*"é. [ om' .Jiilﬂct'? az.";d
el H
'Vv”’l"LCM. ill "\LL"\";S f(,)(Z'LLiS

enforcemer
is on p:acncsi injury preventon
strategics in the workplace.

s Jave the
¢ the WERAMC
approach o the adopton of

The COAG dectsion
po tential to mnfiens

nationally consistent natonal
standards packages which are
developed through the ASTC

The ACCT Blu (.pﬂ.:“L elernenis that
are compatibie with the COAG

decisions mnchude:

~ “osyermmenis andd rogriators

pmderiianding their Broper rofs 2o pus
i1 piace @ fromepari of fams and
programs that is reasonable, balincsd

actteal” (Outcorme T,

o “TWhere national OFLS standards are
aptropriaie they showld be developed
throngh dripariifs consensins molnng

balameed representation 9f goverisments,

reﬁra.smm.zwf af emmployers and of

esplovess and be nationally sonsistent in

l\z’ CORR AT

their Wffw:ﬁ Faror

165 and

1 ;.

“ "?Ix ’.‘}}’f,h. vmpfmm SR JHT,

ff’?ﬂ?,’ﬁ:f,i e fo wore It?f':'-’.—;éeﬁ’f k7]

ezl op and af‘()m wational sandar

Packages. . sesr or revised standards

are rubmsited fovether _;;ff“f.%r an

impiementation pian and an aereed

smeprame i WEMC for endorsement
and approval’ (Regulation Reforms 6.
Whilst ACCT has welcomed the
\': O:‘s\; dt ;
that two key areas have not been
addressed, both of which ars
potential bartiers to achieving
national consistency and improved
OHS performance:

o COAG bas a strong focus oo
reguiatory reform with no
focus or even a mention of the
development of prevention
straregies, which ACCI believes
is the key o tmproved OFS
performance at the workplace;
and

= {Z0OAGYS deasion that there be
no reduction or compromise

for legiimate

11 standar

sately concerns o current (OHS
ds will result 1n ncreasing

stancar
the burden of OHS regulations to
the highest common denonunator

without recognifion of what 1s the

most practical and effecnve way
wr achieve moproved workplace
safety
ACCT is dusappointed that COAG
did not use tns oppertunity t©
provide naticnal leadezrship on the
nportant business issues of moving
towards a natovally consistent
workers’ compensation framework
and in particular Self Insurance.
These issues currenty generate
s proliferation of state-based
regilation which is 2 major cost and
adiministrative burden on industry

ADMINISTRATIVE
ARRANGEMENTS

An Important past of the 1995

2006 NCP was the introducton

of comperition payments to States
and Tersitones. These payments
were designed to encourage the
reform effort by ensuring that these
jurisdictions shared in the economic
benefits of reform that flowed to the
Commonwealth,

The Avstralian Government has aow
decided to discontimie com txrmr 11
of

aduct

payments becanse the
the GET }ms meant all asdictions

reform. I’Iwweve; it has indicated it
will provide funding on a C:ﬂ.‘*fy“ﬁ)’\?*(lill%@

basie to “ensare & fair sharmyg

o~

)
aned bemefiis of reform.

ra

A,C(.Ji. :s::sppo—rtis
these decisions.

The abolidon of comperition

5

pay TRents menn he dncentives

may be reduced. Therelore,

reg LA 10 m

o reform
ACCT encours

0 ccms.ider 50

penalties on jurl

ACCT supporis ¢
2 COAG Reform Councd
the reforoy sgenda, This will repl

0 IODITOT

the Matonal Competition Counet

which ovessaw the NCP reform

5_7 TAITL.

ws

CLIMATE CHANGE

COAG also agreed o pla
linate

L\‘};l?}.i}i)f}lnlvﬁ FCTION 01

ts the

'
change. ALCT SU[

development of a nes ol
C,!’i)??’u &

takes up the direction recently

Champe Plan OF oActiva which

endorsed by the Asia Pacific
Pagtnesslup on Clean Development
and Chmaie (APG) nations of
Anstralia, China, India, jfmmx Korea
and the TS,
nowledge

The plan of action roust
that Ré&eld will play

a prvotal role in addiessing overall
ACCT Barther
supports the development of a

ack

ermssions levels

national framework on the tabe-

o ermiest

up of renewshles,
technologics and change adapration.
ACCT locks torsard to worling

with the high-lewel interyu

Climate Change Group o find viable
solutions to global warming

For the Clme Change Pl of Aetion
v sesds to adopt the

o be sucoes
APG approach and involve business

=i
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soluttons to greeahouse gas emissaons
such as the recently apnounced

APE public and private sector
taskforess coveriag differsnt energy
rechnologies and energy Intensive

mdustries.

ALCT recognises the impormnce of
& coordizated approach to measuing
serhonse gas empissions, however
if does not support the suggestion
of the Stares that sach ermissions be
inclided i the Natonal Pollutant
Inventory (INPL).

DISAPPOINTMENTS

ricuiar, the Srates and Territories

F
should meet the spit of the orgioal
GET deal by abolishing all taxes thae
ware included in that agreement.
Sigmificant progress has been made in
diregtion, but much more needs

to be done:

k3

most ursdictions heve agreed to
abolish taxes Hrcluded in the GST
agreement, but New South Wales
10 pacticular lags;

v the timetable for sbolition of

that somie mxes will not be
abohshed nonl 2010 and

+  the juzisdictons have specifically
argued that stamp doty on
iransfers of property should be
retained, despite the cost this
irnposes on business.

ACCE matataing our posidon that
all the States should abolish all of
the taxes included in the (999 GET
agreement, parteularly ncluding
stanap duty on business propery,

Thiz is nof a gew business wish lst
-y are only dsking the Stites and
Territories to keep to the spiet of the
onginal G5 deal

s

These taxes, many of which impact
directly on the business community,
reduce growth and the ability of
business to provide jobs and lead o
mereases in the price of goods and
services to consumers. ACCI believes
that the delays and exermnptions mean
that the States aze not meeting the
spigt of the 1999 agreement.

Workpiace Relations

The COAG mesting ocourred in
the context of e highly contested
policy debate during the preceding
12 momths over wotkplace
relations reforms as outlined in
the Commonwealth’s WorkChosces
legislation,

For years, workplace relations

policy in Australia has been deiven

by differing eronomic, social and
political values of governments,

It has also been shaped by trade
union, employer and industzal
politics. Given these realiries, and the
different political colouss of current
Commonwealth and State/ Tetrritory
governments, COAG members counld
be forgiven for aok séeking agreement
on the demil of the WarkChodzs
packzge.

However, ignoring WorsChoder
altogether was a mustake.

While the detatl of WorkChoicer 1s

a matter of political and industial
dispute, thers are policy directions
that continue the pecessary trend
towards decentralisation and
workplace bargaining over wages
and conditions in Australian
wotkplaces. Those themes fit
comformably with the broad policy
direction acknowledged as necessary
forour modern economy in the
199805 by both the Keating Labor
Government and subsequently the
Howard Coalition Government.

In the days following COAG this
reality was publicly acknowledged
by ane of the leaders of ourtrade
union movement, ACTU Secretary
Greg Combet, who whilst acguing

for better collective bargaining

dghis and exical of WoreChoder,
acknowledged that economic change
had meart that “decswiraficed barganing
& Bere o sty {AFR 20/2/06), Owr
heads of government, in a meeting
that provided dircction on policies

to promote growth in productivity,
could have at least expressed sitnilar
sentiments.

One farther aspect of WorkChodeer
which crosses the political and
industrial divide and shonld have-
heen on the COAG tble is the
creation of a single national system
of w:.;::kpiaée relations in Australia, It
is disappolating that it wasa’.

Ara dme of sipnificant change to the
framework of Australian wotlkplace
relations laws, the commamity coald
rightly have expected our pohtical
leaders 1o diecnss how 2 national
framework could be smoothly
implemented, whilst differing on the
content of such laws. Instead we
now have the blunt instrument of 4
High Court challenge by the States
aud Territories that secks to overturn
the equally blunt but necessary use
of the co‘rpomﬁcms pox'wéf‘:iﬁ the
WoerkChofey legtshation,

Whilst WrkChoier moves
significantdy in the direction of a
national system, gaps in coverage

All remain even if the Figh Court |
challerige is unsuccessful Tt is in the
national interest that the remaining ‘

duphication in Commonwealth and |

State workplace zelations laws he.-
retnoved. The refesral nf ydﬁx«‘ﬁré 3:)'}*-'
Victoria in 1997 rematas a template’
for future COAG and ministertal:
consideration. If adopred, Austealia
would largely end thie ‘horse and:
buggy’ era of tadustrial regulation,
and not hefore tirme. '

As outhined o ACCYs October 2005
paper Bunctioning Pederalisor and the
Case for a Natiowa! Workplace Relations
System, cusrent multiple overlapping
systerms of Commonwealth and Sate
regulation ou employnent lows are

8
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the product of colonial disputes of
the 1890s and unsuited to the modern
era of national economic mtegration
and globalisation. They breach

alenost every principle of efficient
and effe
They impose dupiicaze but different

ctive T.'Eg”iaa()ﬂ? des i”ﬂ

regulation on the same topics,

create uncertainty over legal rights

and obligations, have no coherent

basis for their covesage and cost the

tazpayer over $100 million per year in

'tbc:‘dupﬁcntion of courts, rribunals,
hureancracies and inspectorates,

The preference of industry is
for one single national svstem
to be established through co-
oberative arrangements between
Comnoowealth and State

oonents, as s the case

gov
in Victoria In the absence of

i.i.]:—'.‘czﬁr)vm'tz nentsl agreements, use
of the C

power [ERS

Commrmore ealth cor £ orations

the negt hest option.

While o federal system of
goverranent can produce benefits
of competnve federalism in some
this is neot

ia] relations

areas of public policy,

the case tn the industs
context. Clairms that refeation of
Seate Industrial relations systerns act
as a force for beneficial competition
oras a fufure safe haven” against

Commoawealth laws are wrong and
should be roundly dismissed. The
lessons of history and Australian
consttutional law show that
em@i"jﬁ*m and emplovess under
State systems have no free choice

of judsdiction and can be legally
forced into Commonwealth laws by
unton acton, whether or not a State
governtnent of those em wployers and
empliovess agres,
The intenton in re-basing the system
should be to move to a sumpler
cational systen, not to make chan ¢
for change’s sake One single set of
nationsl laws should be designed to
improve the quality of employment
reguladon by giving pricaary
over wages and employment
conditions to people in workplaces,
ot B centralise such decisions in the
hands of government at any level,

or State.

Commosrvealt

A shift to a national systemmn i not

a panaces to cure all lls, buritis a
major struciural microeconomic
reform. There are some dsks, but
not greater thae the nsks inhercnt in
curzent approaches. Thar CO; AG did

nor s

AT

2006 is to be regretied. It can only be

h@ped that afrer the adversaralism of

a Hligh Court outcome all Aus rralian

authorty

tze this oppoirmmity o February

govermments iake a chifferent
more construciive approach w each
other on this aspect of nec
SCONOIUC reform.

CONCLUSION

COAG meetings are Imporiant
ocgasions for Australian governmenss

to come together and ciscuss the
national policy framework

Febraary’s COAG meeting made
significant progress in breathing aew

.iifc into National Competiton Policy

and it commiting goverpment to
slatery reform

rackling sedous re

L

issues 2s well ag o recoeniton of

the need 1o fora T“ﬁ“"t‘c‘ﬂ‘ cnardinated

he vocational educatton
. ACCT supporrs

approachto t
md framsing ¢

‘(1

these endes

However, ACCTis ointed that
COAG passed up the oppor

urther

1LY

1o discuss skate taxes an

naiicnal \,\F(')‘f'fgx'p lace relations reform

e s work o

ACCTwl cox

keen all of these 13sues at m,
P

of

simplifics
Australia’s system of ndustdal awarcs
are 4 relatively naique approach to
cmployent regulation. For decades,
they have saddied employers with 4
level of complexity and bureaucracy
that few of our compe
deal with, They are also 1mczeasingly

HUOLS Rave to

out of step with the realities of the
modern workplace and the needs of

emplovers and emplovees.

Oug system of federal award

regulation arose out of the

foundation of the Commormwealth

Arhitation Court in

s o conseguence of the passage of the Australian Govermment’s WorkChoices reforms, an Award
Review Taskforce is currently taking submissions ou the rationalisation of awards and of wage and
classifoation structares. AL has made two sabmissions 1o the Taskforce arguiny for o significan:
ation that delivers a genuine safety oet while reducing the regulatosy burden on huzsiness,

1904 The
product of disputes bronght o that
court were arbitrated awards that
regulated ef”ﬁlplz}'\;m@ﬂr conditions and.

g

bound employers and employ

By 1920, mdustdal mibunals were
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starting to bind whole indostries
fwui groups of emplovers to
partcalar awieds. A system that
started off a3 2 means of settling
mcu}‘fc industrial mbpttr“s became

2 systemn for ongoing industry-wide
regulation of employment conditions.
Centralisetion of emplovment terms
became the oz,

Awards regulate in misute detail the
dghts uod obligations of emplovers
and employees. [n fact, they regulate
in such detall that they determine the
conditions uoder which business can
operate and work be gerformed.

Diing the 1980s, chers was an
iflhl{ﬁl}:":iﬁ;{ AWRLTTLIESEE 1-!.33.1{)Ilgﬁt
f:.f.rl}g}.io’jfﬁ.fﬂ, Lo R 'Uﬁr;f}iﬁ}S aﬂd
policrmakers that this approach
R 3 ”'ﬂ(“sﬂfi{l’ﬁft. fﬁgulﬂﬁ{"ﬂl WU
incressingly our of step with
Auztealia’s modern economy.

Yartous '3;:0;30.5‘1 s forreform of
the award system were developed.

Howeew

wr, W hs:u u)mgalc:d <with the
pace of reform in other areas of
our econamy, the reform efforts of
the 19808 now appear modest and
At the same time, other

madeguate
countries were undergoiny substanoal
labbur market reform < with

tmpresstve ecoaong resulis

Frusteavion wirh the avard system
was, however, one of the key drivers
for business to move BtC Systens
galning with
unions and emplovees. As legislatve
reforms (hoth at a State and Federal
level, inchuding the 1993 Act) opened
up the possibility of emplovers and.

af © otkplantulcm el b

crnployees mplﬁfzi;ng award regulation
with thelr own workplace agreements
businesses benefited from slggmﬁwut
Imcreases w competiiveness,
Hlexibizty and wmovaton, This m
ot provided the foundations for
sustminable, sipeificant increases in
real wages for employees,

The passage of the Worgpleee Relasivns
Acr 1996 provided the next significant
advance in both agrestnentnaking
options and in mmproved eward

regulation. For the first time, the
federal workplace relations systemn
provided and supported options
tor both sgresmnent-making
between individual ernployees and
eraplovess, and for non-union

collective agreements. This improved

agreernent-making framework saw a
stenificant increase  the uptake of
formal workplace agreemments within
the federal svstem with the result that
fewes than 2 quarter of employees
now remain dizecty reliant on awards.

“orpiace Relations Aet 1996 also
introduced signifeant reforms to the
conteat of awards through the award
sunplification pﬁ)csss. That process
required awards to be stmplified to 20
“llowable matters”. There was some
reduction in the level of process and
detail with which awards regulated
employment matters and some
reducton in the overall nwmbfzrn of
gwards.

The ¥

The philosophy. was that awards
would operate as a ‘safety net’ rather
than regulating market rates and
conditions.

In hindsight the gans from abwand
sirnplifieation, whilst useful, were
modest. The process was plagued

by delay and opponents of reform
were able 1o successfully resist
proposals for significant and genuine

“simphificatton. Award simpliﬁcatiog

concluded with far too many awards
{approximately 4,000 state and federal
awards) still iy existence; continuing
to regulate etaployment conditons in
a detailed mannes,

The challenge for policymakers

therefors remained - how to

reform our increasingly archaic

and outmoded system of award

regulation and find & way to es mbhﬂ"
employiment tegulation on 4 stmple,

effective and modern basis,

THE NEXT WAVE OF .
WORKPLACE. REFORM
~ WORKCHOICES

With the announcerment of the
Anstealian Government’s WardChorzer

Jegislative package in October 2003,

2 new opportuaity foradditicnal
reform emerged:

WarkChoses introduces some of the
most significant rEforms o) _*w-uﬁ:_kpmce

* relationy that Avstealid has seen in -
© 100 vears. WorkChodees will introduce

very significant changes actoss most
areas of employment regulation,.
mclnding agreement-toaking, the
creation of a new safety et of
statutory employment conditions {the

Australian Pair Pay and Condidons

Standard or AFPES) and significant

. chianges 1o the award safety net

Work i

chunges 10

o5 will make seve
avrards, mciuémg:

ral key

L]

the No D@admmm% Te ::t ~ which
tequires agreements to be no
less generous in their termns and

- conditons than the relevant:
award — will be zeplaced by a
less complex test bised on the
Aazstralian Fair Pay and Conditicns
Standard;

= gwards will undergo additional

simplification;

= pay rates and classification scales

will be separated from awards.

- They will becorne Australian Pay
and Classifications Scales (APCS)
and will be periodically reviewed
by the new Australian Fair Pay

_ Cormmsszoz} : s

< gwards WiB undergo

‘rationalisation o1 an dus oy
basis’ — that is, it is envisaged
that there will be # sigraficans
reduction in the number of
awards in the federslworkplacs
relations systeny; and

.+ state awards will be oversdden

and replaced by rationalived
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