In Confidence

Office of the Minister for Building and Construction

Chair, Cabinet Economic Development Committee

Paper A: Action Plan to deliver the Construction Skills Strategy

Proposal

1

On 23 May 2018, the Cabinet Economic Development Committee agreed that
targeted stakeholder consultation be undertaken with the construction sector on the
draft Construction Skills Action Plan (Action Plan) and invited me to report back to
the Committee seeking agreement to the finalised Action Plan [DEV-18-MIN-0094].

Agencies have now completed sector consultation. This paper seeks agreement to
the final Action Plan and the initiatives that comprise it. It is supported by a suite of
papers that provide the details on four of the six priority initiatives:

2.1 Paper A: Action Plan to Deliver the Construction Skills Strategy (this paper);
2.1  Paper B: Leverage Government Procurement;

2.2 Paper C: Establish Additional Jobs and Skills Hubs;

2.3 Paper D: Growing Construction Careers and Credentials; and

2.4 Paper E: Expand Skills for Industry.

The following two initiatives proposed to be included in the Action Plan have
previously been considered by Cabinet:

3.1 Mana in Mahi — Strength in Work [SWC-18-MIN-0084]; and
3.2 Immigration Settings [DEV-18-MIN-0090].

Executive Summary
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Lifting the capacity and capability of the construction workforce is a priority for the
Government and key to the achievement of the Government’s goals for KiwiBuild,
health, education, transport and regional development.

It is critical that the Government shows leadership in addressing the skills shortages
in the sector. We need to act now. If we don’t, these shortages will increase the cost,
and risk the delivery, of New Zealand’s construction pipeline.

No one agency or Minister holds all of the policy levers to successfully address this
issue. Collective action and commitment across Government agencies is required to
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help the sector address its capacity and capability issues. That is why | directed
officials to develop this Action Plan.

Officials have engaged with a wide range of sector representatives across New
Zealand on the draft Action Plan, including employers, training providers, councils,
procurers, developers and industry bodies. The sector welcomed the leadership
Government is showing on this issue and supports the Action Plan and its focus on
Government and sector collaboration.

The sector is very positive about the leveraging Government procurement initiative. It
is seen as having the biggest impact and the greatest potential to stimulate
construction skills training. Jobs and Skills Hubs and the promotion of Group
Training Schemes are seen as valuable tools for connecting new entrants with real
jobs and training. The sector appreciates the subsidies provided by Mana in Mahi —
Strength in Work, but considers that a subsidy for all apprentices, not just those that
had previously been in receipt of a benefit, would be more effective.

The sector did not identify a ‘game-changer’ that was missing from the draft Action
Plan. It identified the main gap as coordinated promotion of careers and in-work
training and development (at all levels). To address this feedback, the scope of the
‘Promote Group Training Schemes’ initiative has been widened to include
coordination of the promotion of construction careers and micro-credentials.

The Ministerial Group on the Construction Workforce (MCW) supports these
amendments. It also requested that the immigration settings to support KiwiBuild are
included in the Action Plan.

The MCW will monitor the implementation and effectiveness of the Action Plan.
Collectively, | expect it will result in up to 4,000 more people pursuing construction-
related careers and qualifications (including apprenticeships) in the next three years.
Changes to immigration settings to support KiwiBuild will provide short term access
to skilled workers, while in the medium to long term New Zealand develops a
sustainable, skilled construction workforce.

This is a mobilising Action Plan and is phase one. As building methods evolve and
new technology is introduced, the skills requirements of the sector will change. There
will be further iterations of the Action Plan that focus on the capabilities that will be
required as the sector, and construction methods, transform.

Action is needed to improve the performance of this priority sector
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In March 2018 there were 247,000 people employed in the construction industry’. In
the year ending March 2017 construction contributed $14.94 billion, or 6.1 per cent,
to the Gross Domestic Product (GDP)%.

The construction sector is key to the Government’s goals for KiwiBuild, transport,
infrastructure (including health and education), and regional development. It is
however facing constraints. The construction workforce does not have the capacity
to deliver New Zealand’s growing pipeline of construction projects.

! "Construction industry' is defined under the Australia New Zealand Standard Industrial Classification (ANZSIC) 2006.
2 Based on the March 2017 GDP annual values, actual chain-volume series expressed in 2009/2010 prices.
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Increasing demand for new housing and infrastructure has exposed shortfalls across
all skills levels in construction. Based on traditional construction methods,
occupations that are expected to experience the largest growth in demand for
employment from 2016 to 2022 include trades such as plumbers (15 per cent
growth), electricians (14 per cent), project builders (12 per cent), and professional
occupations such as civil engineers and construction project managers (both 12 per
cent) respectively.

There are characteristics of the construction sector that directly impact the capacity
and capability of the sector’s workforce. Historically, the main chalienge has been
how the sector manages through the economic cycle. In the past the sector has
experienced more pronounced ‘booms and busts’ than other industries®. This cycle
appears to be easing, with the 2018 National Construction Pipeline Report
forecasting sustained growth for the sector. The historical boom/bust cycle has
contributed to:

16.1 uncertainty regarding the future demand for work, which means the sector
values being able to shed and hire workers to meet demand and relies on
labour hire and sub-contracting;

16.2 limited workforce development and long-term investment in training; and

16.3 reports from the industry of negative perceptions of construction as a stable
career.

Other issues that affect the construction workforce include:

17.1 avoiding risk appears to be a primary driver of construction firm behaviour,
including an aversion by many firms to workforce development; and

17.2 high fragmentation across the industry. The residential building market is
dominated by small firms working on small-scale projects and extensive
subcontracting arrangements.

These challenges contribute to low productivity and labour shortages across all skill
levels. Employers often report that they are not getting the skills they need, at the
wages they are willing to pay*.

My building and construction work programme is working on these significant issues,
including addressing the impact that risk and liability avoidance is having on the
sector. In order to address the capacity and capability gap in the sector, | established
the MCW to oversee the development of a Construction Skills Strategy (the Strategy)
and draft Action Plan. The vision of the Strategy is that Government collaborates
with industry to drive a rapid and sustainable shift that delivers the right people, at
the right time, with the right skills, to meet New Zealand’s current and future
construction needs.

) PriceWaterhouseCoopers report, Valuing the role of construction in the New Zealand economy, September 2016.
* In the 2016 Statistics New Zealand Business Operations Survey, 58 per cent of construction businesses reported that
they had hard to fill vacancies.
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The draft Action Plan originally comprised five Government-led priority initiatives.
These represented both a mix of new programmes, and expansion of existing
programmes, to address gaps relating to the supply of labour and the sector’s
approach to recruitment and development.

Consultation with construction sector stakeholders is now complete
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The draft Action Plan was Government’s view of what was required, but Government
cannot address this issue alone. Sector feedback was sought to test the practicality
of the initiatives within the draft Action Plan and their implementation, and to identify
any unintended consequences or barriers to success.

| met with key members of the Building Advisory Panel (a statutory body established
under the Building Act 2004, comprising sector leaders, that has responsibility for
providing strategic advice to the Ministry of Business, Innovation and Employment
(MBIE) on the building system) and the Chief Executive of the Building and
Construction Industry Training Organisation.

Over 450 sector representatives, including employers (small, medium and large),
training providers, councils, procurers, developers and industry bodies were invited
to workshops held in Auckland, Christchurch and Wellington. These were highly
interactive sessions with participants working through the draft Action Plan and
providing feedback. Participants were also asked to identify gaps in the draft Action
Plan, areas of focus for the future and areas where the sector can take a lead on
addressing the skills gap. A series of interviews were also undertaken with key
sector stakeholders.

Sector feedback was broadly supportive of the draft Action Plan; specific feedback
on individual initiatives has been considered and addressed
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Stakeholders welcomed the Government’s recognition of the skills shortages the
sector is facing. There was strong support for the vision of the Strategy and the
collaborative nature of the draft Action Plan, and the sector welcomed being
consulted with and engaged on this work. A summary of sector feedback is provided
at Annex One. Key themes from the consultation were:

24.1 the Leverage Government Procurement initiative had strong support across
the sector. It was considered to have the greatest potential to stimulate an
increase in construction skills training and development, and the sector
appreciated how it could link with other initiatives in the draft Action Plan;

24.2 the establishment of additional Sector Workforce Engagement Programme
(SWEP) Jobs and Skills Hubs was seen as valuable for connecting potential
entrants to the sector with real jobs and training;

24.3 employers familiar with Group Training Schemes (GTS) valued the role of
GTS in managing the training and administration associated with an
apprentice, but the services and support provided by GTS is not widely known
and understood across the sector; '
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24.4 wage subsidies for apprentices were broadly supported, but the sector felt
these should be available for all apprentices, not just those in receipt of a
benefit; and

24.5 that using immigration as a short-term tool to address the construction skills
shortage could apply more broadly than to just KiwiBuild.

Specific feedback on individual initiatives will be considered by the agencies when
finalising the details and implementation of the initiatives. Stakeholder feedback has
also influenced the design of the final initiatives in the Action Plan. For example, in
response to sector feedback, the Leverage Government Procurement initiative
allows for flexibility in the way suppliers meet training requirements.

Full details of how sector feedback has been considered and addressed for each of
the priority initiatives are provided in the suite of papers accompanying this paper.

Officials have refined the initiatives in the Action Plan; they will be implemented over
the next 18 months
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Officials have incorporated feedback from the sector and the MCW. They have
continued to refine the details of the priority initiatives, including quantifying the
impact on the workforce, costs and how they will be met, and timeframes for
implementation.

The full details of the four priority Action Plan initiatives not previously considered by
Cabinet are contained in the suite of papers accompanying this cover paper. One-
page summaries for all six of the priority initiatives are provided at Annex Two. The
priority initiatives are:

Growing a sustainable New Zealand workforce

28.1 Paper B: Leverage Government Procurement: Government procurement
of construction and infrastructure projects will be used to incentivise firms to
invest in skills training and development Based on sector feedback on how
best to implement this, B

28.2 Paper C: Establish Additional Jobs and Skills Hubs: SWEP will
commence work to establish two additional Jobs and Skills Hubs in Auckland,
with the intention to have these operational by June 2019. Each additional
Hub would target 200 placements into work per year, 1,500 training instances,
and 30 young people supported into apprenticeships. SWEP will also start
initial work scoping a regionally based Hub in the ManawatuNVhanganun
region to service a range of projects, including construction. BB

A cross-agency group will be established to review Hub functions, resourcing



28.3

28.4

28.5

and governance.

Paper D: Growing Construction Careers and Credentials: This initiative
has been substantially amended following consultation. Along with helping
Group Training Schemes to extend their promotional reach and impact, the
Tertiary Education Commission will establish a cross-sector steering group to
coordinate the promotion of construction careers. This work will include
compiling existing information on careers from across the sector and relevant
agencies and identifying gaps (for example, targeting specific demographics,
the role of technology, perceptions and barriers). The initiative will also
support the construction sector to explore and develop relevant micro-
credentials that will improve workforce capability and opportunities for skills
development. This initiative will leverage and align resources from across the
construction sector, tertiary education organisations and government
agencies.

Paper E: Expand Skills for Industry: The Ministry of Social Development
(MSD) is investing an additional EE2JE on national construction pre-
employment and in-work training programmes in 2018/19. MSD expects this
will lead to 150 additional Skills for Industry places in the constructlon sector
in this financial year (up 13 per cent on the previous year).

Mana in Mahi — Strength in Work: Cabinet has agreed to Phase One of the
programme, which was considered by the Cabinet Social Wellbeing
Committee on 25 July 2018 [SWC-18-MIN-0084].

Mana in Mahi — Strength in Work will pay a wage subsidy to employers in a
range of industry sectors (not just construction) who are willing to hire a
person in receipt of a main benefit, and offer that person an industry training
qualification, including apprenticeships. The wage subsidy would be
equivalent to the annual Jobseeker Support rate (approximately $9,750).

Phase One (2018/19) will be a prototype programme to test aspects of Mana



in Mahi — Strength in Work. Full implementation will take place in Phase Two
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Addressing short-term skills gaps

28.6 Immigration settings: On 23 May 2018, the Cabinet Economic
Development Committee agreed to consult on a package of changes to
immigration settings [DEV-18-MIN-0090]. This includes: establishing a new
KiwiBuild Skills Shortage List to expedite the visa approvals process to fill
specific roles; an employer accreditation or alternative pre-approval model to
enable good construction sector employers to recruit overseas; and, specific
requirements for labour hire companies to manage the risk of migrant
exploitation.

Feedback from the MCW was that immigration settings to support KiwiBuild
should be included in the Action Plan.

The package of initiatives will encourage more people into construction careers and
_increase business investment in training and development

29  The six priority initiatives in this Action Plan create a complementary package and
are intended to work together to increase the profile of the sector, the number of
people entering it, and business investment in training and development. For
example:

29.1 changes to Government procurement rules will incentivise firms to commit to
taking on new apprentices and training existing staff;

5 Before granting an Essential Skills work visa, Immigration New Zealand conducts a ‘labour market test'. The Immigration
Officer must be satisfied that the employer has made a genuine attempt to attract and recruit New Zealand citizens or
residence class visa holders and that there are no New Zealanders available.

7
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29.2 Growing Construction Careers and Credentials and the Jobs and Skills Hubs
will encourage more people to consider a career in construction, and link
employers to the support available through other initiatives;

29.3 a construction firm seeking to bid on a Government infrastructure project
could use its participation in a GTS, Skills for Industry or Mana in Mahi —
Strength in Work as evidence of its commitment to training and development.

Collectively, | expect the initiatives (excluding Immigration Settings) will result in up
to 4,000 more people pursuing construction-related careers and qualifications
(including apprenticeships) in the next three years, made up of:

30.1 an additional 1,500 people receiving training while working on Government
construction and infrastructure projects;

30.2 an additional 60 young people supported into apprenticeships through two
new Jobs and Skills Hubs;

30.3 up to 2,300 more people enrolled in construction-related education and
training through Growing Construction Careers and Credentials;

30.4

30.5 10 construction sector placements which have been committed for the Phase
One prototype programme of Mana in Mahi — Strength in Work.

These figures are indicative at this stage and based on the high-level design of each
initiative. Following detailed design and implementation of the initiatives, the
reporting framework will be established. | will then update the MCW with further
information on the expected collective impact of the Action Plan.

Further information on the initiatives and how they work together as a package is
provided at Annex Three.

Further information on other Government initiatives that also support the construction
sector but are not included in the Action Plan is provided at Annex Four.

Stakeholders identified some issues not covered in the draft Action Plan
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It is clear from sector consultation that there is not an easy solution to address the
capacity and capability issues in the sector. Nor is there a ‘game changer’ initiative
that is missing from the Action Plan.

The sector identified coordinated promotion of the range of construction career
opportunities as the main gap in the Action Plan. There was clear feedback that the
Government should take a more active role in promoting career opportunities in the
sector. The sector also provided feedback on the benefits of micro-credentials. To
address this feedback, the proposed scope of the ‘Promote Group Training
Schemes’ initiative has been widened. It now incorporates coordination of the
promotion of construction careers, GTS, the business benefits of investment in
training and development. It will also focus on supporting the construction sector to
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explore and develop relevant micro-credentials that will improve workforce capability
and opportunities for skills development.

There was consistent feedback from employers and training providers that the cost
of an apprenticeship was a barrier to people undertaking one. In particular, sector
feedback identified issues with the criteria for fees-free and student loans and
allowances because:

36.1 employees undertaking formal trades training, such as apprenticeships, are
not eligible for student loans and allowances; and

36.2 many apprentices are also not eligible for fees-free as they are typically older
when they commence their apprenticeship (around 24-25) and are “second
chancers”, having previously attempted or completed some tertiary study.

The rate of the training minimum wage, and its level of use by employers in the
sector, was identified as a further disincentive for people to commit to completing an
apprenticeship. An example was given of labourers earning $24 an hour not willing
to take a pay cut to do an apprenticeship (where they could be paid $13.20 an hour).

The rate is reviewed annually by the Minister for Workplace Relations and Safety,
along with the adult minimum wage and the starting-out wage. The training minimum
wage can be set below the adult minimum wage to provide an incentive for
employers to take on low-skilled workers and train them. Feedback from the
construction sector has been shared with MBIE to ensure it is considered in the next
review of minimum wage rates and in any other work to consider minimum wage
policies in the future.

The sector is considering what it can do to address its capécity énd capability issues
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Government alone cannot solve this issue. The construction sector has a core
responsibility to develop its workforce and its involvement is key fo the success of
the Action Plan. During consultation, the sector identified some ways it could
address the capacity and capability issues. These included:

41.1 trade associations working closely with Jobs and Skills Hubs on schools
outreach visits;

41.2 using Jobs and Skills Hubs as a centre for business to business mentoring
services to help address financial and management capability issues; and

9
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41.3 working with Government to help promote construction careers.

| am also aware of bespoke programmes designed and run by the sector to address
capability and capacity issues. These include:

42.1 the Plumbers, Gasfitters and Drainlayers Board, which is currently designing a
training approach for plumbing, working with Literacy Aotearoa on supporting
training and certification for people with literacy issues, and identifying how to
support apprentices with English as a second language; and

42.2 Engineering New Zealand’s “The Wonder Project” which is designed to get
school-aged children excited about science, technology, engineering and
maths. It includes The Wonder Project Rocket Challenge — a rocket building
project for students in years 5-8, and careers outreach for students in years
11-13.

| expect the sector to take a leadership role in promoting itself and addressing its
skills shortages. | want to know what sector programmes are currently in place that
address capacity and capability issues, and understand how Government can help
support and leverage these. When | met with the Building Advisory Panel, they
advised me that they could take a lead on work to make the sector a more attractive
proposition for young people and those seeking a career change. | have directed
MBIE to work with the Building Advisory Panel on this, and whether this could also
include a stocktake of current sector programmes that address capacity and
capability issues.

The Ministerial Group on the Construction Workforce will monitor the Action Plan
and review progress
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Monitoring will be required to measure the impact of the Action Plan. MBIE will
coordinate reporting to the MCW, to enable it to monitor the progress of the Action
Plan.

There will be a set of baseline measures for the construction workforce so that the
overall impact of the Action Plan on the construction workforce can be measured.
The lead agency for each of the six initiatives will also establish baseline measures
and performance indicators so that the progress of each initiative can be tracked.
Collection and reporting on ethnicity and gender data will be a requirement across all
initiatives.

This is phase one and there will be further Action Plans
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This is the first Action Plan and it is a mobilising Action Plan. Work is underway to
better understand the future skills requirements of the construction sector. As these
become clearer there will be further iterations of the Action Plan that align with and
deliver the Strategy.

This Action Plan primarily focuses on capacity, and mobilising people to take up the
opportunity of a career in the sector. The immediate focus is on implementing the
Action Plan and agencies and the sector working together to ensure that the
package of initiatives delivers the expected benefits. This will be monitored carefully

10



through regular reporting to the MCW. (e

48  Subject to the outcomes of this first Action Plan, more targeted intervention may be
required to increase the participation of currently underrepresented groups, such as
women, Maori, Pasifika and disabled people, in the construction sector. Officials will
consider these issues as they monitor the impact of the Action Plan.

Consultation

49 The Action Plan was jointly developed by the Ministry of Business, Innovation and
Employment, Ministry of Social Development, and the Tertiary Education
Commission.

50 The Ministry of Education, Ministry for Pacific Peoples, Ministry for Women, Te Puni
Kokiri, Treasury and the Department of the Prime Minister and Cabinet were
consulted on this paper.

Financial Implications

51

52 The breakdown of costs and how they will be met is outlined in the table below:

Initiative Cost Funding source

Leverage Implementation to be funded within
Government _ does not have any baselines.

procurement financial implications for the Crown.

There may be additional costs for
suppliers, and agencies will need to
consider this when planning for new
capital projects.

11



Establish SR T
additional Jobs
and Skills Hubs | EIRE2m
i D P b e R gt |
i e e |
ST - =
FS S S s e |
R R N SR P e |
[T St e e i
[N I S AT E ey
[P w e s e 0|
ST e ]
Eecit e e R = |
e e S e T |
(RE ey
Growing Detailed costs to be confirmed following | Costs will be met through the
Construction establishment of cross-sector steering Industry Training Fund,
Careers and group and subsequent work plan. administered by TEC.
Credentials
Expand Skills BB Funding for 2018/19 to be met
for Industry within baselines.
S0 P e 3163 (1) D |
EE R s sy o RS | BT Ea e s e
2 I TN e e TR
52 S RO DT R ER e o)
R )
S E B rad|
35 = o AR =2 o e P
== e e et
22 i e nan |
Mana in Mahi — | Up to $4m has been allocated for Phase | Phase One will be funded out of the
Strength in One in 2018/19, which also covers other | Vote Social Development Improved
Work sectors (not just construction). Employment and Social Outcomes
Multi-Category Appropriation.
S e e
S5 DS T e~ T e e N SN s
TR T |7 T S L T SR
SR AR A AR SRR B [N ey == L 2
EEET T
immigration The implementation of changes to Implementation is planned to be
Settings immigration settings will be met through | funded within baselines. Final

Immigration New Zealand’s operational
costs to manage shortage list; assess
and approve applicants; monitor and
enforce employer and migrant
compliance with requirements.

confirmation is subject to detailed
policy development.

12




53 Further details on the financial implications are provided in the respective papers in
this suite.

Human Rights

54  The package of initiatives under the Action Plan is consistent with the New Zealand
Bill of Rights Act 1990 and the Human Rights Act 1993.

Legislative Implications

55 The package of initiatives under the Action Plan does not have any legislative
implications.

Regulatory Impact Analysis

56 There are no regulations associated with this proposal, therefore no regulatory
impact analysis is required.

Gender Implications

57 The package of initiatives under the Action Plan has a focus on increasing the
participation of underrepresented groups in the construction workforce, including
women. Details are provided in the suite of papers accompanying this paper.

Disability Perspective

58 The detailed design process for the Action Plan initiatives will explore opportunities
for increasing the participation of specific cohorts, including disabled people, in the
construction workforce.

Publicity

59 If Cabinet agrees to the final Action Plan, | intend to issue a press release
announcing the details.

Proactive Release

60 | intend to proactively release a copy of the suite of papers under the Official
Information Act 1982, with appropriate redactions, at the same time | will issue a
press release announcing the details of the Action Plan.

13



Recommendations

The Minister for Building and Construction recommends that the Committee:

1

Note that on 23 May 2018, the Cabinet Economic Development Committee:

1.1 agreed that targeted consultation be undertaken with construction sector
stakeholders to test the government-led initiatives in the draft Construction
Skills Action Plan and the role of the sector in improving the capacity and
capability of the construction workforce; and

1.2  invited me to report back to the Cabinet Economic Development Committee to
seek agreement to the finalised Construction Skills Action Plan [DEV-18-MIN-
0094];

Note that a wide range of sector representatives have been consulted and feedback

has been considered by agencies when finalising the details and implementation of

the initiatives;

Agree the final Action Plan comprises the following priority initiatives:

3.1 Leverage Government Procurement;

3.2  Establish Additional Jobs and Skills Hubs;

3.3  Growing Construction Careers and Credentials;

3.4  Expand Skills for Industry;

3.5 Mana in Mahi — Strength in Work; and

3.6  Immigration Settings.

Leverage Government Procurement

4

Agree that government agen0|es be requwed to include skills development and
training as a [Sein T Siconstruction and infrastructure projects;

Note the Ministry of Business, Innovation and Employment will provide best practice
guidance to agencies on how they can incorporate these requirements into their
procurements, including comparable metrics through which to evaluate training
requirements;

Agree that the changes to the Rules include a Rule giving effect to recommendation
(4) above;

Agree that the proposed Rule should be flexible enough that it:

14



Establish Additional Jobs and Skills Hubs

9 Agree that the Sector Workforce Engagement Programme (SWEP) commence work
to establish two additional Jobs and Skills Hubs in Auckland, with the intention to

have these operational by June 2019;

10 Note that SWEP will start initial work scoping a regionally based Hub in the
Manawatti/Whanganui region to service a range of projects, including construction,
and will report back to the Minister for Employment on this by October 2018;

13 Note a cross-agency group will be established to review Jobs and Skills Hub
functions, resourcing and governance fEZITe
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Growing Construction Careers and Credentials

16 Note that a coordinated approach to the promotion of the range of career
opportunities available in the construction sector was identified as the main gap in
the Action Plan;

17 Agree that the scope of the initiative previously referred to as “Promote Group
Training Schemes” is widened to address the gap referred to in recommendation
(16) by coordinating a more focused cross-sector approach to promoting
construction careers and supporting the development of micro-credentials, in
addition to promoting Group Training Schemes;

18

Expand Skills for Industry

19 Note that the Ministry of Social Development is investing an additional EEEEm=
construction-related Skills for Industry national programmes and partnerships in
2018/19;

20

Mana in Mahi - Strength in Work

21 Note that Cabinet has agreed to progress Phase One of Mana in Mahi — Strength in
Work in 2018/19,

l

Immigration Settings to Support KiwiBuild

22 Note that, on 23 May 2018, the Cabinet Economic Development Committee agreed
to consult on a package of proposed changes to immigration settings to support the
Government’s KiwiBuild Programme and promote growth in housing [DEV-18-MIN-
0090];

23 Agree to include the proposed package of immigration changes to support KiwiBuild
in the final Construction Skills Strategy Action Plan;

24

16
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26

Agree to the Minister of Immigration S
SR T s e S T
52 T R B B S R K A R D N A SR B o )|

Invite the Minister of Immigration to report back to the Ministerial Group on the
Construction Workforce on:

Impact on the workforce

27

Note that collectively (but excluding immigration settings), | expect the initiatives in
the Action Plan will result in up to 4,000 more people pursuing construction-related
careers and qualifications (including apprenticeships) in the next three years;

Issues raised by the sector not covered in the final Action Plan

28

29

30

Note there was consistent feedback from employers and training providers at all
workshops that cost was a barrier to people considering an apprenticeship in the
construction sector and that the eligibility criteria for fees free and student loans did
not support apprenticeship uptake;

Note sector feedback on the fraining minimum wage has been shared with the
Ministry of Business, Innovation and Employment to ensure it is considered in the
next review of minimum wage rates and in any other work to consider minimum
wage policies in the future;

Publicity

31

32

Agree that the Minister for Building and Construction announce the details of the
final Action Plan, subject to the Cabinet’'s agreement to the recommendations in this
paper,

Agree to the suite of papers being proactively released, with redactions as

- appropriate, at the same time the Minister for Building and Construction announces

the final details of the Action Plan.

Authorised for lodgement

Hon Jenny Salesa
Minister for Building and Construction

17



Annex One: Summary of construction sector feedback

Themes from sector consultation

will COLLABORATE with the sector to drive a rapid and

Construction Skills Strategy Action Plan — Sector consultation summary

Vision

ble shift that delivers the RIGHT PEOPLE at the RIGHT TIME with the RIGHT SKILLS to meet New Zealand's current and future needs

Right People

Right Time

Right skills

Improve diversity acrass the construction workforce

Increased of the careers,

skills and

the construction industry provides

The construction industry better adapts to the changing nature of the

work and expectations of the workforce

The construction industry, Government, training providers and
better

now and in the future
Construction pipeline forecasts are more effectively used by government,
and the industry, to plan for short- and long-term workforce needs

1. Work with the

to design the

detajl and

Working with the sector (responses on how the sector perceives its role)

of the initiatives
2. Work with the Government to drive visibility of, and engagement with, construction career opportunities

pacity and skills needed

There are more diverse pathways to enter, develop and advance within
the construction industry

The education and training systems better deliver the skills needed now

{to fill gaps) and in the future (as the industry transforms)

Principles for the Action Plan {overarching sector perspectives)

1. Coordinated promotion of the sector to all
2. Directly supporting all trainees/employees

3. Directly supporting employers
4, Life-skills, pastoral care and work readiness of young people

= -
L Expand the Sector Workforce Promote Group Training Schemes Expand Skills for Industry Mana in Mahi — Strength in | immigration Policy
Engagement Programme (SWEP) {GTS) {SFI) Work
(MlM) |

< Leveraging Government Procurement a5 a means (o stimulate | +  The sector recognises the ability to link + The sector ke that the sk and management |+ The sector recognises the opportunity o |+ The sctor are supportive of pre-trade < The ‘safety valve’ this offers to address
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Annex Two: Summaries of the priority initiatives

r

Construction Skills Strategy: Leverage Government Procurement

ill be amended to include skills development and
training as* for construction and infrastructure projects.
This will mean that agencies ask suppliers as part of the tender what training and skills
development they do currently and what more they would do as a result of securing a government

kcontract. /

Anticipated impacts \

Impact on the workforce:

The sector strongly believes this will have a positive impact.

Assuming similar results to the successful Auckland Council
example, a rough estimate indicates an additional 1,500 people
could receive training through the initiative.

Costs:

Changes to the — themselves do not have

financial implications. However, it is possible that this initiative may
raise the cost of individual projects, as suppliers may pass on training

v
i s
K . costs and increased contract management may be required. /

ﬁector feedback has been addressed

Sector feedback: Prefer a flexible approach that aliows businesses to demonstrate what training and skills

development they are doing, and what more they would do as the resuit of winning a contract - rather than requiring

a set number/quota of apprentices.

MBIE response: We are proposing a flexible approach that does not have specific targets for the number of

apprentices or trainees in Government construction and infrastructure projects.

Sector feedback: Ensure training requirements are reflected at the sub-contractor level. )
\

\MBIE response: This will be addressed at the detailed design stage.

/Monitoring and review

e Government agencies will have to incorporate skills training and development into their
reporting of contract management activities so that they are able to monitor the training
being done by the suppliers.

e This will include gender and ethnicity information.

\o The Minister for Economic Development will report back on progress to the MCW. /

Timeline

Long term: MBIE
will continue to
work with relevant
agencies on creating
a sustainable
construction market
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Annex Two: Summaries of the priority initiatives

(Construction Skills Strategy: Establish Additional Jobs and Skills Hubs \
Hubs are one-stop shops providing recruitment, skills training and schools-to-employment
connections in locations experiencing concentrated job growth. They operate through

partnerships across central and local government and with industry, employers and education
providers. Work will start to establish two additional Hubs in Auckland, to be operational by June
k2019 subject to funding in 2018/19.

ﬁticipated impacts

AT,

Impact on the workforce:

improved connection to local jobs and training/support,
career pathways, workforce diversity

Per Hub per year: 200 work placements, 1,500 training
instances, 30 apprenticeships

Costs:

Sector feedback has been addressed \

Sector feedback: Use Hubs to promote diversity, raise profile of sector, present positive career pathways.
MBIE response: Hub scope and objectives will be reviewed to ensure these factors are addressed.

Sector feedback: Should partner with other initiatives such as business to business mentoring, Trades for
Schools.

MBIE response: We will look at potential partnership/coordination in the review of scope and

objectives.

Sector feedback: The Hub model is not widely known or understood outside Auckland.

MBIE response: We have begun to scope a regional Hub in Manawatl/Whanganui.

N /

Monitoring and review
e  Review of Hub scope and objectlves will include establishing
baseline KPIs and further refinement of the ethnicity data that Hubs currently capture.

Timeline

Short term: Commence \ it el S
work to establish two operational by June 2019
new Auckland Hubs
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Annex Two: Summaries of the priority initiatives

~

(Construction Skills Strategy: Growing Construction Careers and Credentials  ¢J

The Tertiary Education Commission (TEC) will establish a cross-sector steering group

to coordinate the promotion of construction careers and explore micro-credentials. The
initiative will leverage industry, tertiary education organisations and government resources to
help the sector appeal to a wider audience, such as women. TEC will also work with Group
Training Schemes to extend their promotional reach and impact.

/:ticipated impacts \\

Impact on the workforce:

More diverse learners attracted to construction
Increased enrolments in construction-related
training - a 5% increase would mean 2,300 more
people working towards constuction sector careers

l A Costs:

To be met through Industry Training Fund,
which allows up to $3.5 million per annum to

\\ ha "C) be spent on industry training-related projects

/Sector feedback has been addressed

Sector feedback highlighted the need for coordinated promotion of construction careers to

grow and develop the workforce at all levels.

TEC response: We have expanded the scope of the initiative from promotion of Group

Training Schemes to a broader focus on coordinating the promotion of careers in construction
and helping increase workforce diversity. ‘/

\

Monitoring and review

e Regular reporting to MCW and cross-sector steering group on enrolment, demographic
trends, and milestones in implementation plans.

s Review and report to MCW on effectiveness of initiative mid-2019.

Timeline

Short term (2018): Form
steering group, work with
Group Training Schemes, NP S e between the construction
identify further PSS tioln resounE::es sector and the education
opportunities system

Long term: Support

Medium term (to mid ongoing collaboration

2019): Investigate
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Annex Two: Summaries of the priority initiatives

\
Construction Skills Strategy: Expand Skills for Industry Py

Partner with industry to provide industry-specific training for MSD job seekers, either ‘
immediately prior to or while in employment, at a national, regional and local level to help
meet skill and labour shortages.

ﬁnticipated impacts

AN

Impact on the workforce:

A

/Sector feedback has been addressed \
Sector feedback: Success requires strong pastoral care and careful matching of people to roles.

MSD response: This is already part of Skills for Industry, and this will be communicated to firms not
currently involved in the initiative.

Sector feedback: Trades need to have input in designing training programmes.

MSD response: Skills for Industry works with employers and training providers to ensure training
addresses industry needs.

Sector feedback: Need ability to support wider range of people (such as school leavers and adults in

the workforce who want to retrain).

\MSD response: '[isc

Monitoring and revi

e Minist or S

ew

Timeline

Long term: Increased
engagement with
industry, e.g. through
government
procurement

Short term: Additional
2018/2019 funding is
being used now
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Annex Two: Summaries of the priority initiatives

(Construction Skills Strategy: Mana in Mahi — Strength in Work ?\

Will pay a wage subsidy to employers in a range of industry sectors (not just construction) who

are willing to hire a person in receipt of a main benefit, and offer that person an industry

training qualification, including apprenticeships. This initiative will be implemented in two
\phases. Cabinet agreement to progress this initiative is being sought separately. j

Anticipated impacts \

Impact on the workforce:

10 construction sector places have been committed for the
Phase One prototype programme. This number is expected to
increase as Phase One progresses.

Full implementation in [E¥@0#] will accommodate more
construction places - numbers will be tested during Phase One.

\ ' Accuracy of cost estimates is being tested through Phase One.

ﬂector feedback has been addressed \

Sector feedback: Unsure about the role of Mana in Mahi — Strength in Work in the Action Plan, and its effect on the
wider promotion of apprenticeships and trade training.

MSD response: Including Mana in Mahi — Strength in Work in the Action Plan ensures its construction sector aspects
work cohesively with other initiatives. Lead agencies will work closely to ensure that the initiatives are coordinated.
Sector feedback: The wage subsidy won’t be sufficient for employers to hire beneficiaries.

MSD response: Support provided to employers will be carefully designed and monitored to ensure it’s effective. This
will include testing through the Phase One prototype and incorporation of lessons fearned in the full design.

Sector feedback: Need pre-trades training and work experience to match beneficiaries with construction careers.
MSD response: Phase Two support could be linked to existing training and work readiness programmes and/or include

Qp-front training components. Both of these aspects are being tested in Phase One. /

Monitoring and review
s Mechanisms have been put in place to monitor the performance of the prototype programme
under Phase One, such as how many participants enter into formal industry training agreement
with their employer in construction.

e  Further evaluation and monitoring mechanisms will be put in place for the full implementation.

4 J

Timeline

Short term: Phase One
is being implemented [ ]
in 2018/2019 Cdelmrei]
=
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Long term: Phase Two -
full implementation in
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Annex Two: Summaries of the priority initiatives

)
ﬂ:onstruction Skills Strategy: Immigration Settings \
The Minister of Immigration will establish the following time-limited package of changes: -

o A KiwiBuild Skills Shortage List to provide an expedited process to fill specific roles in which we know
demand exceeds domestic supply

¢ An employer accreditation or alternative pre-approval model to provide certainty and flexibility for
employers who exhibit good practices and employ local workers to recruit overseas workers as well as
enable speed and simplicity of visa processing

o Specific requirements for labour hire companies to manage the risk of exploitation of workers and the
\ potential for undercutting of ages and conditions of New Zealand workers J

Anticipated impacts

Impact on the workforce:
Supplements labour market to address immediate sector skills shortages

Supports development of New Zealand workers by ensuring they are considered
first for employment and training opportunities

Costs:

Immigration NZ operational costs to manage shortage list; assess and approve
applicants; monitor and enforce employer and migrant compliance with
requirements - To be assessed once detailed policy development is complete

Data forecasting and occupation/skills definitions for shortage lists undertaken

\ with sector workforce forecasting for Action Plan /

ﬁector feedback has been addressed

Sector feedback: Could inhibit initiatives to attract New Zealand workers into the sector and provide disincentives for
employers to train and retain workers in the medium to long term

MBIE response: Time-limited and temporary for migrants so the construction sector does not become dependent on
migrant workers and employers and the sector plan for their future workforce. Timeframe could be flexible to
accommodate potential changes to the Action Plan, sector response or market conditions.

Sector feedback: Should be available for other construction projects beyond the KiwiBuild programme.

MBIE response: Minister of Immigration will consider expanding to the wider construction sector in consultation with
Minister of Housing and Urban Development and Minister for Building and Construction. j

Monitoring and review

The Minister for Immigration to report back to the MCW on progress and on:

N
Timeline

Long term: Policy no
longer active as time
limited period expired
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Annex Three: Action Plan Initiatives as a Package

Construction Skills Strategy Action Plan — Phase One

| Government Procurement
Leverage government procurement to create a sustalnable construction
| market and encourage i in workforce deve! t and training

S — =

L=
[k

S & Immigration Settings ]
§ | Introduces a package of time-limited changes .
E‘ Eg to Immigration settings that will expedite the @
;gil process to F If spemﬁc roles in which

i

de ds

supply.

R — SRR S T E Tem—

F

[ sobs and Skills Hubs (Construction Careers [ skills for Industry

| establish additional Hubs for & Credentials o Expand opportunities
construction projects that Support the sector to for industry-specific
offer recruitment, skills and promote construction \ training & employment
matching services careers and | for MSD job seekers

b8 I »-p m-cro-credenna!s

—

/"Mana in Mahi - Strength in Work

| Wage subsidy for

employers who hire

MSD job seekers &

offer an industry “
N tralmns  qualification

—~

The sector can deliver the right people, at the right time, with the right skills, to meet New Zealand’s current and future construction needs

An example of how the Action
Plan can be used asa Mobilising
complementary package
-~
Government pipeline of Firms commit to hiring Firms utilise Hubs, GTS,
t plpe new apprentices and Skills for industry and
work incentivises firms to !
Sector build their capability and training existing staff in Mana [n Mahi 10 meet
i Pl response to training their skills development
C"‘ v requirements. and workforce needs
-
The Government includes Government promotes M= ==
requirements for training and links the sector with “‘:” W i bl "_"h
and skl in people and skills ‘:""“d‘ ¢ T"‘“’ """
s procurement development support pReecevel :""""'
programme mechanisms support and people
N
{Coordinated promation m———
of construction creers, cupported o ente e F——
Workforce ttiacts averst penpl sectar by Hubs, GTS, Iob experience, suppart
and activates new Mana in Mabi and Skills and opportunities
\working age cohorts for industry

Sustaining Future

Firms Increase resilience,
capability and capacity,
and benefits from
training & Investment

Resilient sector
with agility,
capacity and

capability

Growth of a skilled
workforce with career
fotus, skills portability,
resilience, confidence
and intergenerational
success




Construction Skills Strategy Action Plan — Phase One Initiatives

Government
Procurement
S

‘What Is happening

The Government Rules of Sourcing
will be changed to require agencies to
include skills development and
training as weighted criteria when
tendering for construction and

Why this work matters

This will incentivise firms to invest in
new staff and skills development and
training of existing staff With the
other injtiatives in the Action Plan it
works as a package to address both

Expected impact

The sector strongly supports this as a
means to increase sector capability
and capacity. Based on the Auckland
Council example, an estimated 1,500
additional people could receive

Indicative cost
Changes ta the Government Rules of
Sourcing do not have financial

of individual projects if training costs

= infrastructure projects. capacity and capability Issues. training via this initiative by 2020. are incorporated into contract bids.
i h
Jobs and skills ‘What is happening Why this work matters Expected impact Indicative cost
Hubs Establish additional Jobs and Skills Hubs are important one-stop shops Each additional Hub could generate ot 21 S——— e |
Hubs to offer recruitment and providing recruitment, skills training 200 placements into work per year, r———a e ]
matching services, skills training co- and schools-to-employment 1500 skills training interventions and CETTr)
ordination services and schools connections in locations experiencing 30 young people supported into e
engagement concentrated job growth. apprenticeships. I==—r=ac——em=aq|
fesma—s] y,
cons"u“'?" Careers s happening Why this work matters Expected impact Indicative cost h
& Credentials Establish a cross-sector steering group Coordinated pramotion of careers More diverse people will be attracted To be met through Industry Trainlng
1o coordinate efforts across the and in-work training and development and supported into construction Fund, which allows up ta $3.5 million
a ) construction and tertiary education {at all levels) is required to encourage careers, as part of an estimated 2,300 per annum to be spent on industry
£ sector to promote construction and support new and diverse people more people envolled in construction- training related projects.
\ careers, Group Training into construction careers. related education or training over 3
/ Schemes{GTS) and micro-credentials, years.
el
Skl"S fOI' What is happening Why this work matters Expected impact Indicative cost
Industry Partner with the sector to provide This initiative provides employers and At least 150 additional construction AT
industry-specific training for MSD job job seekers with the skills and support  places in 2018/2019. FEEITHN fr=r o s e e ]
“‘ seekers at national, regional and local mechanisms they need, and increases == =
level to help meet skill and labour the number entering construction e — e ——
“ orizess; fole3. ==
b
i hi ™\
Mana in Mahi— happening Why this work matters Expected impact Indicative cost
Strength in Work | Pays a wage subsidy to employers This programme will provide a 10 construction sector places have T
who hire 3 person in receipt of 2 financial incentive for to been for the Phase One EESEevemam—
maln benefit, and offer that person hire and train people in industry prototype programme. This number e =]
an industry training qualification, specific qualifications. is expected to increase as Phase One - = - == ——— =]
~ intluding apprenticeships. progresses. e
lmmlgratlon What is happening Why this work matters Expected impact Indicative cost
Settin [ A time-limited package of changes Provides an expedited process to fill Supplements labour market to Immigration NZ operational costs to
_— covering a KiwiBulld shortage list, an specific roles in which i address liate sector skills manage shortage list, assess.
employer pre-approval model and demand exceeds domestic supply. shortages. Supports development of applicants; monitor and enforce
with specific requirements for labour Allows delivery of priority work while NZ workers by ensuring they are employer and migrant compliance
hire companies. longer-term domestic workforce considered first for employment and with requirements. TBC following
[ skills development occurs. training opportunities. detai'ed policy development.

( . .
Timeline
Short term

& Additional investment enabling
150 places in 2018/19

Phase One (prototype and
testing) with a small group of
empioyers in 2018/19

| Medium term

&

Two additional Jobs and Skills
Hubs are planned for

establishment in Auckland by
i June 2019

| TEC will commence engagement
| with the sector in August 2018.

tmpacts on career uptake shou'd
‘ be seen by March 2019

Longer term/TBA

= Signalling a clear and sustainable
am pipeline of work could occur
(MBIE will continue to work with
relevant agencies to investigate
this)

There is potential for more Hubs

9

outside Auckland by 2022/23

.




Annex Four: Other initiatives that support the Construction Skills Strategy

Education and/or employment services

Name Description

Maori and MPTT provides fees-free pre-trades training and wraparound support to

Pasifika Trades | increase Maori and Pasifika participation and achievement in vocational

Training training, and to improve their progression into sustainable employment and

(MPTT) workplace-based training such as apprenticeships. The TEC funds MPTT
consortia and lead tertiary providers. MPTT is centred on consortia of iwi,
hapu, Maori and Pasifika community groups, employers, tertiary education
organisations and industry training organisations. Providers receive a top-up
to their Student Achievement Component funding to enable them to offer
formal training fees-free.

¢ In 2017 1,070 people enrolled in construction-related qualifications
through MPTT (around 37 per cent of 2017 MPTT students).

Secondary These programmes enable young people to access a broader range of

transitions learning options in tertiary education or workplaces while still enrolled at

RIogrammes; school. Construction and infrastructure is a popular pathway in these

'%Calgg'sng programmes.

Academies ¢ [In 2017 1,418 people engaged in construction and infrastructure
related learning through Trades Academies (around 20 per cent of
2017 Trades Academy places).

Pacific Assists Pacific young people and their communities to reduce the number of

Employment people not in education, employment or training in order to support

Support improved economic well-being and living standards.” Delivered in Auckland

(Slfévs'g;s and Hamilton.

e Over 7 years, PESS has placed 1085 people into employment. Of
that number, 237 (21.8%) went into construction related roles — an
average of 34 peopie per year.

¢ Over the same period, PESS placed 750 people into training. Of that
number, 183 (24.4%) completed further education related to
construction — an average of 26 people per year.

Maori Intended to drive higher skilled and better paid jobs for Maori and make the
Cadetships Maori workforce more resilient. Cadets need to have achieved basic work

readiness and can be existing employees or new recruits. The initiative is
employer-driven and provides flexibility in how employers deliver their
programme. Employers receive up to $10,000 (excl GST) per cadet as a
contribution to the cost of employing, training and mentoring cadets. The fund
targets a wide range of industries including those that are construction-
related.

e [n 2017/18, 308 of the 352 Maori cadets (87.5%) worked in
‘infrastructure’, including construction.
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Name Description
Trades training | The Department of Corrections provides trade training in construction-
In prisons related industries in prisons across the country, in partnership with a number

of training providers. Real world work environments enable the Department
to offer training, qualifications and hands-on experience in a range of
construction-related skills. These initiatives provide opportunities for
offenders to gain job skills and a work ethic that will prepare them for
employment upon release from prison. Employment plays a large part in
successfully integrating offenders back into the community, which in turn
has a positive effect on recidivism.

The initiative has the potential to train 900 construction workers by
2022 (an average of 225 per year)

Initiatives that provide broad-based support for the outcomes of the Construction

Skills Strategy
Name Description
Crown-Méori E RERE represents the five goals of the Strategy: Employment,
Economic Rangatahi, Enterprise, Regions and Education. The Strategy has targets
g:ewtalopment to reduce Maori unemployment and the rates of Maori youth not in

rategy

employment, education or training.

National Certificate

of Educational
Achievement

The review includes a focus on enabling school pupils to learn in a range
of environments (such as a schoolroom, a tertiary provider or a work
placement) and to have good transitions through schooling and beyond, to

(NCEA) Review further education and the world of work.

Review of The Ministry of Education is undertaking a fundamental review of VET
Vocathnal aimed at creating a strong VET system that meets the needs of learners
Education and and industry. Key themes of the review are:

Training (VET)

A strong network of provision for all regions
Work-based learning that adapts to a variety of needs
A system that is effective for a diverse range of learners
A system that supports, and is supported by, industry

School leavers’
toolkit

Commits to providing all young people with a toolkit to ensure they have
the knowledge, skills and capabilities required to transition successfully to
further education, training or employment. This includes having a driver’s
licence, financial literacy, understanding of civics and citizenship, and
workplace and specific occupational competencies.

Improving careers
education in

secondary schools

The objective of this work is to ensure that young people leave secondary
education with the skills and attributes needed for a successful transition to
further education, training or employment.
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In Confidence

Office of the Minister for Economic Development

Chair, Cabinet Economic Development Committee

Action Plan to Deliver the Construction Skills Strategy - Leverage Government
Procurement

Proposal

1.

This paper seeks agreement to Leveraging Government Procurement being one of
the priority initiatives in the final Action Plan.

This is paper B of a suite of five papers, plus a cover paper, seeking agreement to
the Action Plan and details of four of the priority initiatives as follows:

2.1. Paper A: Action Plan to Deliver the Construction Skills Strategy;

2.2. Paper B: Leverage Government Procurement;

2.3. Paper C: Establish Additional Jobs and Skills Hubs;

2.4.  Paper D: Growing Construction Careers and Credentials;

2.5. Paper E: Expand Skills for Industry;

The following two initiatives proposed to be included in the Action Plan have
previously been considered by Cabinet:

3.1.  Mana in Mahi — Strength in Work [SWC-18-MIN-0084]}; and

3.2. Immigration Settings [DEV-18-MIN-0090].

Executive Summary

4,

This paper provides more detail on how | plan to leverage government procurement
as part of the Action Plan to deliver the Construction Skills Strategy.

Consultation with the Construction sector has shown wide support for this initiative
and the positive impact procurement can make.

Following this consultation it is proposed
I agencies i i) will be required to
include skills development and training _ when tendering for

construction and infrastructure projects. A S

This paper outlines the impact, costs, constraints and risks associated with this.

2exq88dsxo 2018-09-11 13:49:56



The paper also covers the importance of a more sustainable construction market.
The Ministry of Business, Innovation and Employment will continue to collaborate
with relevant agencies to smooth the pipeline of construction and infrastructure
projects.

Background

10.

11.

12.

13.

14.

15.

16.

The Cabinet Economic Development Committee agreed in principle on 23 May 2018
that, subject to consultation with construction sector stakeholders, “Leverage
Government Procurement” would be one of the five priority initiatives that make up
the draft Action Plan [DEV-18-MIN-0094]. Cabinet also agreed in principle that the
Ministry of Business, Innovation and Employment would undertake work to make
skills training and development a requirement across government procurement.

Current procurement practices do not incentivise employers to take on apprentices
or invest in training and developing their current workforce, and risk allowing
competitors who don’t train their own staff to undercut those who do.

Businesses have sought to address the skills shortage by bringing in overseas
workers, in some cases illegally. Operation Spectrum, looked across 10 Auckland
Companies and resulted in 190 people being barred or deported from the country
when it was revealed they did not have the legal right to work in New Zealand. Those
that were working illegally did not pay tax, these practices undercut honest firms in
the market.

The Ministerial Group on the Construction Workforce and | saw an opportunity to
leverage government’s spend to address this, by recognising companies with good
employment policies in the tender process, and by looking at the longer term boom
and bust cycle that disincentives suppliers to invest in training. | directed officials to
look into what could be done in this space.

Given Government Procurement’s significant spend (18% of New Zealand’s Gross
Domestic Product) it can be leveraged to support a number of outcomes. These
outcomes can include social outcomes (e.g. getting unemployed people into work),
economic outcomes (e.g. supporting New Zealand businesses), environmental
outcomes (e.g. reduced waste to landfill) or cultural outcomes (e.g. alignment with
Maori values).

MBIE is currently working on a broader framework to increase the number of
procurements that leverage these outcomes and deliver better value for New
Zealand and all New Zealanders.
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Description

17.  Government procurement of construction and infrastructure projects will be used to
incentivise firms to invest in skills training and development. | propose to do this by
requiring government agencies to include skills development and training in their
procurement planning SEIEIIE VAT ]

AT
1L RN AR A

18.  This will mean that agencies ask suppliers as part of the tender what training and
skills development they do currently and what more they could do as a result of
securing a government contract. These responses will then be included in the final
contract with the successful tenderer. This approach will allow prime contractors and
subcontractors to focus on developing and building the skills they need in a way that
will achieve the greatest benefit to their respective industries rather than government
mandating what skills training and development we want them to focus on.

19. Including skills training and development in the tender process will also serve to
initiate the earliest possible engagement between stakeholders (e.g. Suppliers,
Central and Local Government, Iwi, Industry Associations, Industry Training
Organisations, Private Training Enterprises and Community-based agencies), to
better prepare the workforce and New Zealanders seeking employment in the
construction sector.

Leveraging Government Procurement sits within a broader package of construction
related initiatives .
s9(2)(f)iv) |

20. Including a requirement for government agencies SEiZll skills development and
training in their construction and infrastructure tenders will send a strong signal to the
sector about the importance that this government places on training. Businesses will
have to take skills development and training seriously if they want to win government
contracts.

21.  The other four initiatives provide options to businesses to increase the skills training
and development they carry out. For instance Mana in Mahi — Strength in Work can
help businesses employ someone who has been receiving benefits by subsidising
their wages and providing additional supports. Employers could go to the Skills and
Jobs Hubs to recruit new people to their companies or Skills for Industry can support
the construction sector to provide industry-specific training for Ministry of Social
Development job seekers.

22. Demonstrating their participation in these initiatives in turn has the potential to give
businesses with strong commitments to training and skills development an
advantage when competing for government contracts.

Relationship to the other outcomes that can be achieved through Government
Procurement

23. | believe that procurement contracts cannot, in practice, target every economic,
environmental, social and cultural outcome in every contract. There is a risk that by
trying to incorporate every possible outcome there is a lack of accountability and
focus. Additionally it is important to remember that price will always remain an
important factor.
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24. To address this issue, work is underway to prioritise different factors for different
categories of procurement. For vehicles, greenhouse gas efficiency can be
prioritised. For software, local content and innovation. For consumables, reuse,
recycling and composting.

25. N s e e 3 for the purpose of
constructlon contract procurement thls paper proposes prlorltlsmg skills,

development and training.

Sector consultation

26. The sector was widely supportive of this initiative and some groups ranked it as the
initiative they felt would have the highest overall impact.

27.  When discussing what skills and training the sector should be expected to provide
through government contracts, the sector was clear that they see more value in a
flexible approach. Such an approach would allow businesses to demonstrate what
they are doing in skills and training rather than needing to use a set number of
apprentices, as the skills shortage is not solely due to a lack of apprentices.

28. Participants in the Christchurch workshop felt that participating in initiatives in the
action plan should be weighted more highly in procurement processes than other
skills training and development commitments. | am proposing that we “keep it
simple” at this time and revisit this suggestion at a later stage.

29. The sector also raised the difficulty around how this initiative would be monitored
given that the vast majority of training occurs at the subcontractor level. Agencies
will need to have strong contractual and reporting mechanisms that require prime
contractors gather and report the necessary information about the training being
delivered by their subcontractors to agencies.

Impact on the workforce

30. | have already seen this approach work in New Zealand with Auckland Council’'s $20
million Te Auanga project, where the tender included that a key non-price attribute
would be willing participation in providing social outcomes (including skills
development in training). This resulted in the successful tenderer employing five new
apprentices.

31.  Given this result from a relatively small contract, we can expect further outcomes
from expanding this approach across central government which is expected to spend
close to$ 2.5 billion on non-residential construction and $3.7 billion on infrastructure
in 2020.2 Assuming all contracts for this expenditure deliver similar benefits, a rough
estimate using this example indicates an additional 1,500 people could receive
training through this initiative.

1 Te Auaunga Awa (Oakley Creek) Social Evaluation: Report 1 — Engagement
2 MBIE Construction Pipeline Report 2017
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Cost
32.

33.

34.

35.

36.

37.

38.

Training apprentices costs businesses. The Building and Construction Industry
Training Organisation asserts that it takes between three to four years before the
cost of training is offset by the benefit. This means that those who do not train and
instead rely upon recruitment from competitors who do train or work permits can use
this to their financial advantage. The status quo thus has the wrong incentives.

Every new requirement in a procurement process will require agencies to consider
appropriate trade-offs. For example, construction projects that include requirements
for bidders to include a skills development element may add up front costs, impact
delivery times or result in additional legal review and contract management costs.

It is reasonable to expect some businesses who don’t currently train many staff will
increase the price of their bids when bidding for Government projects as they will
view this as an extra cost as part of the project. The skills shortage of itself will be
increasing costs because of the smaller pool of bidders.

Additionally agencies will need to increase their monitoring of these projects to
ensure that the training is being delivered in addition to potential additional time and
effort in planning the procurement and evaluation of tender responses, all of which
will come at a cost to the agency.

This should be weighed against the cost of not taking any action. The current skills
shortage is already contributing to added difficulty in procuring construction and
infrastructure projects, which impact on timeframes, cost and quality of construction.

The current settings make it difficult for employers that invest in skills development
and training to compete on price with businesses that do not spend money on skills
development and training, contributing to businesses reluctance to invest in this.

| believe this initiative will help to create a level playing field for good employers who
already invest in developing the domestic workforce.

Implementation

39.

40.

41.

Government Procurement is regulated by a policy framework that includes the
Government Rules of Sourcing (the Rules), the Five Principles of Procurement and
good practice guidance.

skills development is already permitted under the Five
Principles of Procurement which tells agencies they must consider the social (which
can include cultural), environmental and economic aspects of a deal.

2exqB88dsxo 2018-09-11 13:49:56



42.

43.

44,

MBIE guidance will need to cover a range of areas including comparable metrics for
how practitioners can evaluate the different types of training that firms specify in their
bids, including the evaluating the training that subcontractors do.

Design

45.

46.

47.

48.

49.

50.

Including skills development and training

apply to projects that meet the
threshold for new construction works (currently $10 million)
This is consistent with other jurisdictions for

example, in New South Wales the threshold is $10 million and in Victoria $20 million.

Once skills development and training commitments are evaluated the agreed
commitments will be incorporated into the contract and through contract
management agencies will need to ensure these commitments are followed through.

Projects under this threshold will be encouraged to give consideration to skills
development and training EEIZII where it is appropriate.

For this rule to be effective it must be designed in close consultation with the sector
and procuring agencies. The proposed rule should be flexible enough that:

49.1. agencies are still able to give appropriate consideration to factors such as
quality, price and time while still ensuring that businesses with quality training
and skills development commitments are winning government contracts; and

oS

9.2. it allows for bids to be rejected if they are from companies relying upon
contractors, subcontractors or labour hire companies who do not train
sufficient workers (but rather rely on workers trained by others or on work
permits/skills shortage categories).

m |
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Constraints

51.

52.

Risks
53.

54.

55.

56.

On large Crown projects, prime contractors generally subcontract approximately
90% of the physical works (or 75-80% of the contract by value). Therefore most of
the training and apprenticeships occur at a subcontract (or sub- subcontractor) ievel.

Therefore on a practical level, agencies will need to have strong contractual and
reporting mechanisms to be sure that prime contractors report the necessary
information about the training to be and being delivered by their subcontractors to
agencies.

This will be a new approach for agencies and businesses. Consultation with
agencies has identified some risks and potential impacts.

It is possible that construction companies will decide not to bid for government
contracts if they see it as too difficult and decide to focus on private sector contracts
instead. This could be mitigated by allowing suppliers flexibility in how they
demonstrate their skills development and training as well as providing suppliers
certainty of work so they can be sure they will have sufficient work for any new
employees.

Procurement practitioners in government agencies may not have the capacity and
capability to plan, evaluate, monitor and report on the training and development that
business put in their bids. This can be mitigated by the best practice guidance MBIE
will provide to agencies.

There is a risk that suppliers do not complete the training they committed to once the
contract term has ended. MBIE will work with relevant agencies around how this
could be mitigated by the sustainable construction market work underway.

Monitoring and review

57.

58.

59.

Government agencies will be expected to monitor the training requirements that
have been built into the contracts of successful tenderers. Government agencies will
have to incorporate into their contract management activities reporting so that they
are able to monitor the training being done by the contractor.

The first year after this is implemented could be used to create baseline data. This
will include data on participation of Maori, Pasifika and women.

Government procurement has been identified as a lever to achieve many other
benefits outside of skills development. MBIE is developing a reporting regime for
government agencies to report on the other outcomes their procurements are
achieving.

Creating a sustainable construction market

60.

The construction sector has frequently and consistently highlighted how the boom
and bust nature of the construction industry has resulted in construction companies
not investing in the domestic workforce. By providing a clear and certain pipeline of

7
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work Government would remove one of the major barriers to businesses investing in
training.

61. The Department of Corrections has been leading a Crown Collaboration
Construction Forum? (the Forum) with officials from the major procurers of
Construction and Infrastructure across government to create a pipeline of upcoming
government projects and understand how their sequencing will affect the sector.

62. MBIE will continue to work with this forum and any other relevant agencies on this
longer term piece of work to understand how we can leverage government
construction procurement to create a more sustainable construction market.

KiwiBuild

63. The KiwiBuild ‘Buying off the Plans’ Invitation to Participate asked developers what
skills and training their developments would provide. A total of 94 proposals have
been received to-date.

64. An initial review of the proposals indicates that respondents have identified a range
of skills development opportunities they would undertake. Commitments described
have ranged from enhancing the skillset of existing tradespeople onsite,
apprenticeship offerings and becoming a Skills Hub provider.

65. Evaluations of the proposals are still ongoing and skills development outcomes will
have to be finalised in the context of these evaluations and subsequent negotiations.
MBIE will seek to take on board lessons learned into the design of this initiative.

Consultation

66. The Ministry of Education, Ministry for Pacific Peoples, Ministry for Women, Te Puni
Kokiri, the Ministry of Social Development and the Treasury were consulted on this
paper.

67. Agencies have raised concerns that this initiative may be difficult to implement and
reduce the number of suppliers bidding, these have been covered in the risk section
of this paper.

Financial Implications

68. There are no financial implications associated with _
However, consultation informs us that skills development requirements will adad
additional costs to procurements, through bidders adding to cost of delivery plus the
additional resource demands on agencies to assess and monitor this requirement. If
any increased costs do affect individual agencies they will have to raise this in the
budget process.

69. Quantifying the additional costs that suppliers might add to cost of delivery is not
possible as each project is unique and we cannot predict what additional costs
suppliers might add.

3 Agencies involved in this group are Corrections, MBIE, Ministry of Health, Treasury, New Zealand Transport
Agency, Ministry of Education, Ministry of Defence, New Zealand Defence Force.

8
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70. The Treasury's Better Business Case process which covers projects over $15 million
can include anticipated projected costs and means that there will be some
transparency in respect of projected costs.

71.  Other jurisdictions have undertaken this approach, although under different operating
conditions, and have shown there are benefits from leveraging procurement in large
projects even if they are difficult to quantify.

Legislative Implications

72. This paper has no legislative implications.

Impact Analysis

73.  This paper does not require an impact analysis.
Human Rights

74. This paper does not have Human Rights implications.
Gender, Diversity and Disability Implications

75.  This initiative does not propose that we include specific mandates for a diverse
workforce in procurement contracts. However, nothing in the current initiative would
prevent agencies from making this part of their decision process if it were
appropriate, for example, where a project takes place in an area with a high
population of Maori or Pasifika people. Additionally agencies could incorporate
requirements for a diverse workforce, including opportunities for disabled people if it
were appropriate to do so.

76.  We can use information gathered from reporting on this to establish a base line of
the diversity of people benefiting from training. If there does not appear to be an
increase in participation of women and Maori and Pasifika people than MBIE will
investigate whether targets should be implemented.

Publicity

77.  Publicity of this paper will be in line with publicity of the Action Plan to be decided by
the Ministerial Group on the Construction Workforce.

Proactive Release

78. This paper will be proactively published subject to redactions as appropriate under
the Official Information Act 1982.

Recommendations

The Minister for Economic Development recommends that the Committee:

1. Note that current procurement practices do not incentivise employers to take on
apprentices or invest in training and developing their current workforce, and risk
allowing competitors who don’t train their own staff to undercut those who do;
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2. Note that on 23 May 2018, the Cabinet Economic Development Committee agreed
in principle, subject to consultation with construction sector stakeholders that;

a) Leverage Government Procurement be one of the five priority initiatives in the
draft Construction Skills Action Plan and;

b) that the Ministry of Business, Innovation and Employment undertake work to
make skills training and development a requirement across government
procurement [DEV-18-MIN-0094].

3. Note that sector feedback has been supportive of leveraging government
procurement to deliver skills in construction contracts and has indicated there is
sector belief it will have a meaningful impact;

4. Note that sector consultation identified that a clearer pipeline and creating a
sustainable construction market would have a significant impact in changing
employers willingness to train;

5. Note that MBIE will continue to work with the Treasury and the Collaborative
Construction Forum to investigate how we can leverage government construction
procurement to create a more sustainable construction market;

6. Note that officials intend to develop a monitoring and reporting regime which will
report on developing skills in construction contracts as well as a wide range of other
outcomes;

7. Note prime contractors will have to report to agencies on their skills development

and training commitments as well as that of their subcontractors;

8. Note that | will provide updates on progress to the Ministerial Group on the
Construction Workforce; and

9. Note that the Ministry of Business Innovation, and Employment will provide best
practice guidance to agencies on how they can incorporate these requirements,
which could include provisions for a diverse workforce, into their procurements,
including comparable metrics through which to evaluate training requirements.

Authorised for lodgement
Hon David Parker

Minister for Economic Development
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In Confidence

Office of the Minister of Employment

Chair, Cabinet Economic Development Committee

Action Plan to Deliver the Construction Skills Strategy — Establish Additional Jobs
and Skills Hubs

Proposal

1 On 23 May 2018, the Cabinet Economic Development Committee agreed in principle,
subject to consuitation with construction sector stakeholders, that Expanding the Jobs
and Skills Hub model be one of the six priority initiatives in the draft Construction
Skills Action Plan [DEV-18-MIN-0094] , with Mana in Mahi — Strength in Work [SWC-
18-MIN-0084] and Immigration Settings [DEV-18-MIN-0090] having previously been
considered by Cabinet.

2  This paper provides the details for the proposal to establish additional Jobs and Skills
Hubs for inclusion in the final Action Plan.

3  Thisis paper C of a suite of five papers, including a cover paper, seeking agreement
to the Action Plan and details of four of the priority initiatives as follows:

3.1 Paper A: Action. Plan to Deliver the Construction Skills Strategy;
3.2 Paper B: Leverage Government Procurement;

3.3 Paper C: Establish additional Jobs and Skills Hubs;

3.4 Paper D: Growing Construction Careers and Credentials; and
3.5 Paper E: Expand Skills for Industry.

4  The following two initiatives proposed to be included in the Action Plan have
previously been considered by Cabinet:

41 Mana in Mahi — Strength in Work [SWC-18-MIN-0084]; and
4.2 Immigration Settings [DEV-18-MIN-0090].
Executive Summary

5  This paper provides detail on how | plan to launch fwo more Jobs and Skills Hubs in
Auckland, as part of the Action Plan to deliver the Construction Skills Action Plan.

6  Specifically, | propose to start work to establish two additional Jobs and Skills
Hubs in Auckland (as part of the broader SWEP programme), EEZIRF

I 2/s0 looking to scope a
1



regional based Hub in the Manawatii/Whanganui region. Implementing the proposal
to have two new Hubs up and running by June 2019 WIII also depend EEEZRRVN

[ R B e e 5 Specmcally |
propose to establlsh Hubs in:

6.1 Northcote: Development conversations are already underway in Northcote to
support a significant housing development;

6.2 West or South Auckland: SWEP will explore with potential partners a second
additional Hub in West or South Auckland. This could be aligned to
significant housing developments such as those in Unitec and Avondale in
the inner-West, or the Henderson town-centre redevelopment; or, in the
South, the Mangere housing development (approx. 7,000 homes); and

6.3 Manawatli/Whanganui: This would be an opportunity to trial a regional based
Hub with stakeholders to cover a number of sectors including, construction,
dairy and road freight transport. Dunedin stakeholders have also requested
assistance from SWEP to scope a hub initiative that could serwce three large
inner city construction projects ESZKIE - T

7  To date, the Sector Workforce Engagement Programme (SWEP), including its
partner agencies, has been supporting three Jobs and Skills Hubs (Hubs) in
Auckland:

7.1  Ara, the Auckland International Airport Jobs and Skills Hub;
7.2 the CBD Jobs and Skills Hub; and
7.3 the Tamaki Jobs and Skills Hub.

8 These Hubs focus on supporting greater connections to the local labour market for
areas of concentrated job growth, helping connect employers and local jobseekers,
facilitating greater on-site training and upskilling, and building connections with local
schools. These areas of focus align well with the objectives of the Construction
Skills Action Plan, to help connect the right people into construction employment,
at the right time and with the right skills, through collaboration across agencies
and with industry.

9  This model provides a great opportunity to work closely with employers to help them
plan for and access the skills and labour they need, by drawing on those available in
the local labour market as much as possible, including groups currently under-
represented in the construction industry.

10 Sector feedback on the Hubs is that:

10.1 They can help address workforce diversity and demonstrate clear and
positive career pathways into construction;

10.2 They help the sector engage effectively with schools and schools clusters
surrounding large projects and developments;

2



11

12

13

10.3 They can help businesses, particularly SMEs understand, plan for and
deliver their labour and training needs; and

10.4 While the Hub concept was viewed as positive, the Hubs’ operating model is
not widely known or understood outside Auckland.

Officials have estimated that SWEP would require an additional ES@2XiXaN to
undertake these short term activities and to support the establishment of two
additional Hubs and scoping a regional based Hub, as well asm
to support the increased activities and the additional Hubs. B8

In EEEXIEAN, this initiative will incur a cost of of additional support for
SWEP. This is being sought from within existing MBIE baselines. FSig)

Background

14

15

16

17

The construction sector is key to the Government’s goals for KiwiBuild, transport,
infrastructure (including heaith and education) and regional development, but it is
facing constraints. The construction workforce does not have the size and skills to
deliver New Zealand’s growing pipeline of construction projects.

The Ministerial Group on the Construction Workforce developed the Construction
Skills Strategy and draft Action Plan to address these issues. The vision of the
Strategy is that Government collaborates with industry to drive a rapid and
sustainable shift that delivers the right people, at the right time, with the right skills,
to meet New Zealand'’s current and future needs.

One of the initiatives in the draft Action plan was to establish two new Jobs and
Skills Hubs. This paper provides advice on the design options, cost, and possible
impact of establishing two new Jobs and Skills Hubs through the Construction
Skills Action Plan, and presents my preferred approach for consideration.

Subject to consultation with construction sector stakeholders, the Cabinet
Economic Development Committee agreed in principle on 23 May 2018 to Paper
C: Expanding the Jobs and Skills Hub models being one of the five priority
initiatives that make up the draft Action Plan [DEV-18-MIN-0094].



The role of Jobs and Skills Hubs

18

19

At their core, the Jobs and Skills Hubs provide a focal point for local level
engagement, workforce planning and response, and agreement on priorities across
employers, government agencies, and other stakeholders. They operate on-site of a
major development, alongside employers and industry, giving them greater access to
employers, enabling the close relationships and a mutual understanding of each
party's needs. They are a neutral space, not owned by any one agency. This allows
them to try new and innovative approaches and do things differently, sharing the risk
across agencies and with employers.

The design and operation of a Jobs and Skills Hub is flexible and responsive to the
needs of the local stakeholders and the local labour market context. To date, the
model has tended to have a mix of three key operational functions:

19.1 Job matching: Providing direct job brokerage support to jobseekers and on-site
employers. Dedicated job brokers develop close relationships with employers to
understand their specific needs and context, and help connect local jobseekers
to opportunities arising, from multiple sources of supply, including direct referrals
from Work and Income, walk-ins, training organisations and schools, and
community groups. This role has typically been filled by secondees from the
Ministry of Social Development;

19.2 Upskilling the on-site workforce: Training Advisors work with employers to
identify their training needs, and source training providers WhICh can deliver
training courses on- site and across multiple employers. §

19.3 Connection to local schools: A School Engagement Facilitator at Ara
coordinates a programme designed to improve the connections between
employers at the Airport and their local schools, running a work experience
programme for 60 students in 2017, and events to bring teachers onto
construction sites and construction workers into the classroom. EBZIKY

—
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I The CBD Hub is exploring this model.

Feedback has been positive, but there is more to do to capture the outcomes and ensure
they are operating optimally

20

The three Auckland Hubs began operations at different points in time, (beginning with
Ara which opened its doors in November 2015). As at the end of May 2018,
Auckland’s three Hubs had collectively placed 790 people, 73 percent of those were
Maori or Pasifika job seekers. The Hubs had also co-ordinated 3,672 training




21

22

interventions and facilitated 28 people into apprenticeships in that time. Each Hub
has learnt from the other Hubs’ journeys, with differing impacts so far.

Specific Key Performance Indicators (KPIs) and placements are only part of the story -
early feedback from supporting the Hubs on the ground suggest that the longer term
benefit of the approach comes from the engaged and personalised service targeting
focused needs of employers and jobseekers, which anecdotally leads to:

21.1 more durable job placements with skills acquisition and ongoing progression;
21.2 an improvement in employer attitudes towards local workers and training; and
21.3 anincrease in workforce planning over the medium term.

| believe that the outputs and outcomes (both the numbers being achieved, and what
is being measured) could be improved, particularly around improving the training and
ongoing career progression.

Jobs and Skills Hubs can also play a key role to support other Action Plan
initiatives...

23

In locations where the Hubs are active, they could play a key role in connecting to or
supporting other actions under the Construction Skills Action Plan. For example, they
could:

23.1 provide support to employers subject to social procurement clauses, helping
identify and place local jobseekers and potential apprentices;

23.2 act as a pathway for the delivery of Skills for Industry, and act as a broker to
connect people into employment; and

23.3 support Group Training schemes, providing wrap around supports and training
for those employed on the schemes, and connecting new employers to those
schemes;

...but they should not be limited to the Construction Skills Action Plan

34.

35.

36.

While getting the workforce to support Kiwibuild has clear priority, the Jobs and Skills
Hub model has applicability beyond the construction workforce. It could also support
provincial growth initiatives, or significant activities in other sectors such as forestry.

A number of stakeholders across regions have expressed an interest in Jobs and
Skills Hub and the functions that could be applied at a regional level. Dunedin has
shown interest to take advantage of the waterfront development, University rebuild
and Hospital new build. Manawatii/Whanganui has expressed an interest due to the
collaborative aspects and demand in the construction, dairy and road freight
transport sectors.

Each Hub initially leveraged significant growth in construction activity in a given area.
All three Hubs to date have responded to local opportunities as they arose and



broadened beyond construction into industries such as hospitality, freight and
logistics, or tourism.

Expanding the model: proposed approach

37.

38.

39.

40.

41.

42.

| propose to strengthen the existing Jobs and Skills Hubs to support the intent of
the Construction Skills Action Plan. First | propose begin work to establish two
additional Jobs and Skills Hubs in Auckland by June 2019. These will be
focused on:

37.1 Supporting a significant housing build in Northcote (which is expected to build
1200 homes by 2025). There are numerous planned developments in the
vicinity. Northcote has limited local trades education, which will require us to
consider the optimal structure and functions for the Hub in this area; and

37.2 West or South Auckland: SWEP will explore with potential partners a second
additional Hub in West or South Auckland. This could be aligned to significant
developments such as those in Unitec and Avondale, or the Henderson fown
centre redevelopment in the West; or Mangere.

We will also commence scoping work on trialling a Jobs and Skills Hub model in
a surge region such as Manawati/Whanganui. The model would need to be
adapted to meet the local needs and context (in particular the size of the local
labour market and proximity of local jobseekers), and may differ in terms of the
overall structure, functions, and targeted outcomes.

The Hubs are resource intensive: they are designed, established, and funded
through a collaborative approach across agencies and partners. EERKHES

| consider that it is important to review the current Hubs to ensure that the model is
meeting its potential, and to establish a clearer performance measurement and
outcomes framework prior to a broader application.

Longer term, officials advise that there would be merit in establishing a defined
funding mechanism to support the Jobs and Skills Hubs, to move away from
negotiating on an as-needed basis and provide longer term operational certainty for
the hubs and their partners.

As such, | propose a short term focus on strengthening the model coupled with a
modest expansion, with a longer term goal of implementing clear resourcing
arrangements to support both the existing, and develop additional, Jobs and Skills
Hubs.



Costs and funding options

Establishment costs

43. Officials have estimated that SWEP would require approximately ES2XHMEN in

additional funding over 2018/19 to support these short term activities. This
funding would support the costs of strengthening the existing model, as well as
provide initial catalyst funding to support the additional Hubs, through labour
market research, engagement with industry, and initial seed funding. ES@j

Ongoing costs

44, PP EES e  p E
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45. The cost of establishing and supporting additional Hubs will be largely dependent on
the scale of any Hub, the number of functions it delivers (and by proxy, the number
of personnel) and the cost of accommodation®

46. In addition, officials have advised that clearer funding settings would provide greater
certainty to the existing Hubs and key partners and increase the speed with which a
new Hub could be established.

47. | have asked officials to begin preparing a budget bid to help fund the existing and

future Hubs. They will explore three key options:
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48.  Assuming a possible network of up to Eiihubs, this could range from EX

49.

Consultation

50. The Ministry of Education, Ministry for Pacific Peoples, Ministry for Women, Te Puni
Kokiri, Treasury and the Department of the Prime Minister and Cabinet were
consulted on this paper.

51. Feedback from sector players on the Hubs was that they are potentially a good
vehicle for promoting workforce diversity and presenting clear and positive career
pathways into construction opportunity for secondary students and groups under
represented currently in the construction sector (e.g. women entering the trades).

52. Common themes in the feedback were that:

52.1 The Hub model could help the construction industry build more structured and
strategic school-to-employment pathways with schools and schools clusters
surrounding large projects and developments; and

52.2 Hubs could provide a role in helping businesses, particularly SMEs understand
and plan for their labour and training needs, which could be delivered through
the Hubs finding and connecting businesses with the right professional support
and / or co-ordinating business to business mentor networks.

53. These themes will be incorporated in my planned review of the Hub model’'s scope
and objectives. While the sector viewed the Hub concept as positive, the operating
Hub model is not widely known or understood outside Auckland. | will consider how
we undertake raising the profile and value proposition of the Hub concept to large
scale projects in other regions and in the review and in consideration of future
resourcing options for expanding the number of Hubs.

Financial Implications

53 The total cost of the package of initiatives contained in Paper C will be:
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54 The breakdown of costs and how they will be met is outlined in the table below:
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Legislative Implications

56  There are no legislative implications from these proposals.

Impact Analysis

57 These proposals do not involve regulatory options that would require an Impact
Statement

Human Rights

58  The proposals do not impact on human rights and will be consistent with the New
Zealand Bill of Rights Act 1990 and the Human Rights Act 1993.

Gender and Diversity Implications

59 The proposals in this paper have a focus on increasing the participation of under-
represented groups in the construction workforce, including Maori, Pasfika, women
and disabled people. The Hubs are strongly connected to their local communities,
and directly impact on them in matching people to the associated employment
opportunities.

Disability Perspective

60 In helping employers by referring suitable candidates for their consideration, the
Hubs will work in line with Outcome 2 of the New Zealand Disability Strategy which is
to support individuals’ employment and economic security.

Publicity

61 If Cabinet agrees to the final Action Plan, | intend to work with colleagues to issue a
press release announcing the details of the expansion of the SWEP programme.

Proactive Release

62 This paper will be released proactively along with the other papers in the package
with any appropriate redactions.

Recommendations

The Minister of Employment recommends that the Committee:

1. Note that, on 23 May 2018, the Cabinet Economic Development Committee agreed
in principle, subject to consultation with construction sector stakeholders, that Paper
C: Expanding the Jobs and Skills Hub model be one of the six priority initiatives in
the draft Construction Skills Action Plan [DEV-18-MIN-0094];

2. Note this paper is one of a suite of papers, seeking agreement to the details of the
initiatives that make up the Action Plan;

10



3. Note that the Minister of Employment will lead work through the SWEP to have two
new Hubs up and running by June 2019, )

3.1.Northcote: Development to support a significant housing development;

3.2.West or South Auckland: a second additional Hub aligned to significant housing
developments such as those in Unitec and Avondale in the inner-West, or the
Henderson town-centre redevelopment; or, in the South, the Mangere housing
development (approx. 7,000 homes); and

3.3.Commence scoping work on a regionally based Jobs and Skills Hub in
Manawati/Whanganui and/or Dunedin to meet the local needs.

4. Note that the financial recommendations for the two Hubs are included in Paper A:
Action Plan to Deliver the Construction Skills Strategy;

5. Note that the Minister of Employment with the Minister for Social Development will:

5.1.review the current hubs to ensure that the model is meeting its objectives;
identify any issues which could be addressed, and establish a clearer
performance measurement and outcomes framework prior to a broader
application; and

L
o
N

T Note that | will provide regular updates on progress to the Ministerial Group on the
Construction Workforce.

Authorised for lodgement
Hon Willie Jackson

Minister of Employment
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In Confidence

Office of the Minister of Education

Chair, Cabinet Economic Development Committee

ACTION PLAN TO DELIVER THE CONSTRUCTION SKILLS STRATEGY — GROWING
CONSTRUCTION CAREERS AND CREDENTIALS

Proposal

1 On 23 May 2018, the Cabinet Economic Development Committee agreed in
principle, subject to consuitation with construction sector stakeholders, that the
promotion of Group Training Schemes be one of the five priority initiatives in the draft
Construction Skills Action Plan [DEV-18-MIN-0094].

2 This is a noting paper that discusses sector feedback on the draft initiative and
proposes to expand the initiative. The initiative will now also support industry’s
promotion of construction careers through coordination and encourage greater
industry sector engagement with the tertiary education system. This is paper D of a
suite of five papers, including a cover paper, seeking agreement to the Action Plan
and details of four of the priority initiatives as follows:

2.1 Paper A: Action Plan to Deliver the Construction Skills Strategy;
2.2 Paper B: Leverage Government Procurement;
2.3 Paper C: Establish Additional Jobs and Skills Hubs;
2.4  Paper D: Growing Construction Careers and Credentials; and
2.5 Paper E: Expand Skills for Industry.
3 The following two initiatives proposed to be included in the Action Plan have
previously been considered by Cabinet:
3.1  Mana in Mahi — Strength in Work [SWC-18-MIN-0084]; and
3.2  Immigration Settings [DEV-18-MIN-0090].
Background
4 The construction sector is key to the Government's goals for KiwiBuild, transport,
infrastructure (including health and education), and regional development, but the

sector is facing constraints. The construction workforce does not have the size and
skills to deliver New Zealand’s growing pipeline of construction projects.

5 The Ministerial Group on the Construction Workforce developed the Construction
Skills Strategy and draft Action Plan to address these issues. The vision of the
Strategy is that Government collaborates with industry to drive a rapid and
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sustainable shift that delivers the right people, at the right time, with the right skills, to
meet New Zealand’s current and future needs.

Over the last four years, tertiary education and training for construction-related
careers has grown in learner numbers and funding. In 2017, government funding for
construction-related education and training was around $184 million and supported
around 46,000 learners. The capacity of the education and training system is not
currently a limiting factor to a skilled workforce.

This initiative aims to grow a skilled construction workforce through three activities

that encourage:

7.1 more employers being involved in work-based training;

7.2  more learners choosing construction-related career paths; and

7.3 the tertiary education sector providing fit-for-purpose education that industry
values.

This initiative will:

8.1  encourage more employers to be involved in work-based training through
helping promote Group Training Schemes;

8.2 coordinate the promotion of construction careers across the construction
sector and tertiary education organisations; and

8.3  support the development of micro-credentials for the construction industry.

The Cabinet Economic Development Committee initially agreed on 23 May 2018
[DEV-18-MIN-0094] to the promotion of Group Training Schemes being one of the
five priority initiatives. Given the sector’s feedback on the need for government to
partner with it to coordinate the promotion of construction careers and the launch of
micro-credentials, | now propose this initiative be broadened and renamed Growing
Construction Careers and Credentials.

The Tertiary Education Commission (TEC) will implement and monitor this initiative.

Construction sector feedback was positive but sought a broader approach

11

12

A series of workshops were held in Auckland (28 June), Christchurch (6 July) and
Wellington (17 July) with key sector representatives. Feedback from the workshops
about promoting Group Training Schemes was generally positive. Employers who
were aware of Group Training Schemes liked the role they play in training support
and administration. There was also consistent feedback that the role of Group
Training Schemes was not widely known and understood across the sector.

There was feedback across all workshops that there was a significant gap in the
coordinated promotion of the range of construction career opportunities. The sector
noted the need for:

12.1 coordinating the promotion of construction careers at all levels; and

12.2 developing business capability through training and education.
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Through the tertiary education sector, government has the ability to support the
sector's promotional efforts of construction careers, particularly through coordination,
information, monitoring and support. It can also ensure greater alignment between
training and education and the needs of industry through regulatory and funding
frameworks.

Growing Construction Careers and Credentials

14

15

16

In response to sector feedback, | propose broadening this initiative. In addition to
helping promote Group Training Schemes, the initiative will coordinate the industry’s
promotion of construction careers and support the implementation of micro-
credentials.

TEC has been successful in supporting coordination and collaboration between
industry and the tertiary education sector in the engineering sector. TEC, through its
engineering e2e (education to employment) programme, helped the engineering
sector promote engineering careers, and encourage the education and training
system to understand and respond to the needs of the engineering sector.

Following recent changes to the New Zealand Qualifications Authority’s rules, micro-
credentials will now be formally recognised. TEC is currently developing its approach
to funding micro-credentials so that tertiary education organisations are supported to
deliver them for industry.

Promoting Group Training Schemes

17

18

19

Group Training Schemes are entities that recruit and employ apprentices, and then
contract the apprentices to host businesses for work and on-job training. The
benefits for apprentices are permanent employment, good support, and a wider
range of work-based learning opportunities. The benefits for employers are minimal
employment administration and compliance costs, access to developing or semi-
skilled labour, and no long-term commitment.

Group Training Schemes have the potential to increase the number of employers
involved in training and to support more young people in apprenticeships. On
balance, apprentices employed by these schemes are younger than those employed
by other employers. From 2015 to 2017, almost 60% of all apprentices employed
through Group Training Schemes were aged 19 years or younger at the time of their
enrolment, compared with less than 30% of all other apprentices.

As part of the Careers in Construction initiative, TEC will work with existing Group
Training Schemes to amplify their promotional activities and extend their reach into
employer and learner markets. TEC will convene a working group of Group Training
Schemes representatives to build on:

19.1 current promotional activities across schools, industry and tertiary education
organisations;
19.2 existing connections with schools, employers and industry associations;

19.3 understanding gaps in industry and regional coverage, and how these could
be addressed;



19.4 encouraging new employers to offer work-based training opportunities; and

19.5 encouraging currently under-represented groups, in particular women, to
consider apprenticeships in the construction industry.

Coordinating the promotion of construction careers

20

21

22

Promoting careers in the construction industry is the responsibility of the industry.
However, Government can help with targeted support to overcome fragmented
efforts and create greater leverage across industry activities.

TEC will form a cross-sector steering group to work on better coordination of the
industry’s promotional activities of construction careers. To inform the steering
group’s initial focus and activities, TEC will:

21.1 identify and collate lessons learnt from work already undertaken across TEC;

21.2 complete a stocktake of existing activities and information on construction
careers from across industry, tertiary education organisations and relevant
agencies;

21.3 work with the sector to identify opportunities for promoting construction
careers, particularly to women;

21.4 support the development of an industry plan for promoting construction
careers; and

21.5 agree implementation timeframes, roles and responsibilities with the sector
and stakeholders.

To support these activities TEC will also work with the construction sector to:
22.1 investigate the barriers to construction careers for different demographics
(such as women) to inform the promotional activities;

22.2 change the perceptions of construction careers by highlighting the wide range
of non-technical and non-physical skills involved, and the increasing use of
technology; and

22.3 identify the many career opportunities beyond initial construction-related
qualifications, both inside and outside of the construction sector.

Supporting the use of micro-credentials

23

24

25

The cross-sector steering group will also oversee the development and
implementation of micro-credentials for the construction industry.

Through micro-credentials, the tertiary education sector can be more responsive in
meeting specific industry needs. As the regulatory framework for micro-credentials is
very new and funding approaches are yet to be finalised, it is too early to predict the
impact on industry.

However, as industry has driven the recognition of micro-credentials, | expect that
over time, the construction industry will identify appropriate opportunities for micro-
credentials. These are likely to span trades, technical, and professional activities.



26  TEC will support the construction industry to work with tertiary education
organisations to explore, develop and implement micro-credentials that build industry
capability. TEC has already supported the Building and Construction Industry
Training Organisation to pilot micro-credentials, and the engineering sector as part of
the engineering e2e initiative.

Developing a longer-term approach for future Construction Skills Action Plans

27 TEC, in conjunction with the sector, tertiary education organisations and relevant
agencies, will review progress on this action by mid-2019.

28 TEC will support the cross-sector steering group to identify focus areas and future
actions for the tertiary education sector.

Aligning with the other initiatives in the Construction Skills Action Plan

29 This initiative supports the other initiatives outlined in the Construction Skills Action
Plan.

30 Through the Leverage Government Procurement action, we will incentivise
construction firms to take on new apprentices and provide training for existing staff.
A more coordinated approach to construction careers and the SWEP Jobs and Skills
Hubs will encourage more people to consider construction as a career, and link
employers to the support available to the other initiatives. The promotion of Group
Training Schemes will make them more visible to a wider range of construction
employers, and make it easier for new entrants to the sector to find an
apprenticeship.

31 In helping the industry to promote construction careers and develop micro-
credentials, we will help create learner interest in the Jobs and Skills Hubs, Mana in
Mabhi, and Skills for Industry initiatives.

Further engagement and analysis is now needed to better inform the proposed
broader action

32 As | am now recommending that the initial action consulted on should be broadened
in response to sector feedback, further work is required to develop a more detailed
approach. | expect TEC’s cross sector steering group to be a significant driver in this.
| will report back to the Ministerial Group on the Construction Workforce on this
initiative when it has been fully scoped and planned.

33 | have a number of work programmes within my Education portfolio that will help
address some of the broader issues affecting the education and training for
construction workforce. This includes the reviews of foundation education and
vocational education and training.

Outcomes from sector consultation

34 Feedback from the targeted consultation generally confirmed the positive impact of
Group Training Schemes on the construction sector. However, as previously noted,
this paper proposes expanding the initiative to work with the sector on coordinating
its promotion of construction careers.



Impact on the workforce

35

36

Cost
37

38

In 2017, around 46,000 people were in construction-related education and training,
across transition programmes, and from work-based apprenticeships through to
professional qualifications. Achieving a 5% increase in enrolments in construction-
related education and training would mean nearly 50,000 people working towards
careers in the construction sector.

| expect this action to have a positive impact on the diversity of learners in
construction-related education and training over time. TEC’s monitoring role will
create baseline data from which progress can measured.

The cost of this initiative for 2018 and 2019 will be met through the Industry Training
Fund administered by TEC. This Fund allows up to $3.5 million annually to be spent
on industry training-related projects.

This work will leverage off TEC’s current functions, the work of the construction
sector, industry associations, industry training organisations, tertiary providers, and
other agencies such as the Ministry of Education and the Ministry of Business,
Innovation and Employment.

Implementation

39
40

41

The implementation of this initiative will be phased.

TEC will commence activities in September 2018, with an initial focus on establishing
a cross-sector steering group, and compiling information and analysis. A stocktake of
careers information and research will be complete by early 2019. Activities to support
existing Group Training Schemes extend their promotional reach and impact will
begin in late 2018. Work on micro-credentials will also begin in late 2018.

A review of progress across all activities will be undertaken by July 2019.

Constraints

42

43

44

Risks

45

Constraints on the initiative’s success are likely to come from perceptions of
construction careers, and the ability of the industry and tertiary education sector to
engage and respond.

The initial impact of micro-credentials is likely to be greatest across the existing
construction workforce through improved quality and productivity.

Ensuring coordination is effective and collaborative activities are well-planned and
supported will help address constraints. Changing perceptions of construction
careers is a longer-term objective and will need to be recognised as such.

This action is relatively low risk and can be implemented reasonably quickly. Results
may take longer to achieve. As the construction industry is very fragmented,
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coordinating and collaborating across trades, technical and professional interests,
and the tertiary education sector will require TEC to be agile and responsive in its
role. This risk is mitigated by TEC’s proven capability with the engineering sector and
its ability to leverage off the lessons learnt in that sector.

Monitoring and Review
46 | will report regularly to the Ministerial Group on the Construction Workforce.

47 TEC will review the action in mid-2019 and report back to me on its effectiveness. |
9(2)(f)(iv)

Consultation

48 The Ministry of Business, Innovation and Employment, Ministry of Education,
Ministry for Pacific Peoples, Ministry for Women, Te Puni Kokiri, Treasury, and the
Department of the Prime Minister and Cabinet were consulted on this paper.

Financial Implications

49 All financial implications of the proposal can be met within current funding for
industry training.

Legislative Implications

50 There are no legislative implications.

Human Rights

51 This paper has no human rights implications.
Gender and Diversity Implications

52 For the last four years, only 2% of all construction-related apprentices were women,
compared with 8-9% of all apprenticeships. The proportion of Maori and Pasifika
apprentices across all industries has increased slightly over the last years (from 13%
to 15% for Maori, and from 4% to 6% for Pasifika). For Maori and Pasifika, these
rates are more representative of the population.

53 Businesses need to better recognise the value of diversity in the workplace. In order
to meet skills shortages in the construction sector, employers will need to recruit
from different population groups than they have done traditionally.

54 Over the next three years, | expect to see enrolments increase in construction-
related tertiary education and training across under-represented population groups.



Disability Perspective

55 | expect this initiative to also consider how the transitions of disabled people into
employment and further training within construction industries can be better
supported.

Publicity

56 No publicity on this specific initiative is planned. Publicity relating to the Construction
Skills Action Plan is detailed in the cover Cabinet paper.

Proactive Release
57 | recommend this paper is proactively released.
Recommendations

The Minister of Education recommends that the Committee:

1. Note that on 23 May 2018, the Cabinet Economic Development Committee agreed
in principle, subject to consultation with construction sector stakeholders, that the
promotion of Group Training Schemes be one of the five priority initiatives in the draft
Construction Skills Action Plan [DEV-18-MIN-0094];

2. Note that this paper is one of a suite of papers;

3. Note that a coordinated approach to the range of career opportunities available in
the construction sector was identified as a significant gap in the Action Plan;

4. Agree that the scope of the initiative previously referred to as “Promote Group
Training Schemes” is widened to address this gap by coordinating a more focused
cross-sector approach to promoting construction careers and supporting the
development of micro-credentials, in addition to promoting Group Training Schemes;
and

5. Note that | will provide regular updates on progress to the Ministerial Group on the
Construction Workforce.

Authorised for lodgement
Hon Chris Hipkins

Minister of Education



In Confidence

Office of the Minister for Social Development

Chair, Cabinet Economic Development Committee

ACTION PLAN TO DELIVER THE CONSTRUCTION SKILLS STRATEGY - EXPAND
SKILLS FOR INDUSTRY

Proposal

1.

On 23 May 2018, the Cabinet Economic Development Committee agreed in
principle, subject to consultation with construction sector stakeholders, that Expand
Skills for Industry be one of the five priority initiatives in the draft Construction Skills
Action Plan [DEV-18-MIN-0094].

This paper provides the details of the Expand Skills for Industry initiative for inclusion
in the final Action Plan.

This is Paper E of a suite of five papers, including a cover paper, seeking agreement
to the Action Plan and details of four of the priority initiatives as follows:

3.1. Paper A: Action Plan to Deliver the Construction Skills Strategy;
3.2. Paper B: Leverage Government Procurement;

3.3. Paper C: Establish Additional Jobs and Skills Hubs;

3.4. Paper D: Growing Construction Careers and Credentials; and
3.5. Paper E: Expand Skills for Industry.

The following two initiatives proposed to be included in the Action Plan have
previously been considered by Cabinet:

4.1. Mana in Mahi — Strength in Work [SWC-18-MIN-0084]; and
4.2. Immigration Settings [DEV-18-MIN-0090].

Executive Summary

5.

The Ministry of Social Development (MSD) Skills for Industry programme partners
with industry (employers and training providers) to provide industry-specific training
for MSD job seekers immediately prior to or in employment, across a number of
sectors at a national, regional and local level.

The Expand Skills for Industry initiative included in the draft Action Plan comprised:

6.1. prioritising construction-related Skills for Industry programmes within its
current framework; and



10.

11.

12.

13.

6.2. expanding engagement to more industry partners.

These two aspects are being undertaken in the 2018/2019 financial year. |
recommend that these are included in an Expand Skills for Industry initiative under
the final Action Plan.

9(2)(f)(iv)- Active Consideration

Construction is a priority sector within Skills for Industry, making up 31.2 percent of
forecast funding in the 2017/2018 financial year for 1,192 participants. MSD officials
will continue to prioritise construction-related programmes within the current
framework over the course of the 2018/2019 financial year, and will prioritise the
creation of new partnerships in the construction sector.

As an indication of the priority that construction is being given within Skills for
Industry, MSD’s Industry Partnerships team (which is responsible for national Skills
for Industry programmes) forecasts an additionalg(2)b)i)’ | expenditure for the
construction sector in the 2018/2019 financial year. This funding is from within
current baselines. This is expected to result in at least 150 additional Skills for
Industry places (i.e. participants) in the construction sector in the coming financial
year (subject to industry demand).

Additional Skills for Industry places cannot be assumed to result in one-for-one
growth in the construction workforce, due to potential substitution and displacement
effects. Also, not all MSD employment and work readiness places result in job
seekers immediately obtaining sustainable employment.

9(2)(f)(iv)

9(2)(E)(iv)

Background

14.

15.

The construction sector is key to the Government’s goals for KiwiBuild, transport,

infrastructure (including health and education) and regional development, but it is

facing constraints. The construction workforce does not have the size and skills to
deliver New Zealand’s growing pipeline of construction projects.

The Ministerial Group on the Construction Workforce developed the Construction
Skills Strategy and draft Action Plan to address these issues. The vision of the
Strategy is that Government collaborates with industry to drive a rapid and
sustainable shift that delivers the right people, at the right time, with the right skills, to
meet New Zealand’s current and future needs.



16.

17.

18.

The Cabinet Economic Development Committee agreed in principle on 23 May 2018
to, subject to consultation with construction sector stakeholders, Expand Skills for
Industry as one of the five priority initiatives that make up the draft Action Plan [DEV-
18-MIN-0094].

The description of the Expand Skills for Industry initiative in the draft Action Plan
comprised:

17.1. prioritising construction-related Skills for Industry programmes within its
current framework; and

17.2. expanding engagement to more partners through a government sector
engagement strategy and other initiatives, such as government procurement.

9(2)(f)iv)

Current Skills for Industry Programme

19.

20.

21.

22.

Skills for Industry allows for planned, strategic partnerships with industry and
employers, to achieve long-term engagement with partners for the benefit of all
parties, including job seekers. These partnerships create employment opportunities
for job seekers, and help address skills and labour shortages in the industries it is
involved with.

Skills for Industry training packages usually include:
20.1. entry-level training (such as workplace safety training);

20.2. industry-specific training (such as on-machine or on-tools training, or
compliance-based training and licensing);

20.3. help getting a job; and
20.4. on-the-job training once people start work.

MSD rated Skills for Industry as an effective intervention in its Effectiveness of MSD
employment assistance report for the 2014/2015 financial year (published in July
2017).

As at 31 May 2018:

22.1. 1,192 people started in construction-related Skills for Industry places in the
2017/2018 financial year (28.4 percent of all Skills for Industry participants);

22.2. total forecasted expenditure for Skills for Industry in the 2017/2018 financial
year was 92)b)ii) ; and

22.3. forecasted construction expenditure was S2)(b)i) (31.2 percent of total
forecasted Skills for Industry expenditure).

3



23.

24.

25.

26.

27.

The level of construction-related Skills for industry expenditure varies significantly
across regions. These regional differences highlight the effect that industry demand
can have on Skills for Industry expenditure. For example, as a proportion of Skills for
Industry, in the 2017/2018 financial year it represented:

23.1. 24.0 percent in Auckland;
23.2. 54.6 percent in Waikato; and
23.3. 3.4 percent in the East Coast.

Based on data for 2017/2018, as at 31 May 2018, construction-related Skills for
Industry had the following characteristics:

24.1. 9(2)b)i)

24.2. rates of participants being off-benefit at eight weeks after the end of the Skills
for Industry programme: 61 percent (57 percent average for all Skills for
Industry);

24.3. participants who were Sole Parent Support recipients (who are predominantly
women): five percent (seven percent for all Skills for Industry);

24.4. participants who were in the Job Seeker — Health Condition or Disability
category: 11 percent (nine percent for all Skills for Industry); and

24.5. Maori participants: 54 percent (44 percent for all Skills for Industry).

The current measure used to report on outcomes for Skills for Industry is the rate of
participants being off-benefit at eight weeks after the end of the programme. A
measure of sustainable employment outcomes would complement this. MSD officials
are currently exploring opportunities for improving Skills for Industry reporting.

Skills for Industry is not the only MSD programme that provides support to MSD job
seekers to enter the construction industry. For example, in the 2017/2018 financial
year Flexi-wage (a wage subsidy paid to employers) was forecast to spend
9(2)b)iin the construction sector (18.6 percent of total Flexi-wage funding) for 1,153
participants (18.6 percent of Flexi-wage participants).

MSD also facilitates ‘non-funded’ construction placements, i.e. matching its job
seekers to listed vacancies. As at 31 May 2018, 1,422 non-funded placements were
recorded in the construction sector for the 2017/2018 financial year.

Construction-related Skills for Industry programmes are being prioritised within the
current framework

28.

Further work since the draft Action Plan was developed has confirmed that the
construction sector is a priority for Skills for Industry funding, with construction being
the largest Skills for Industry sector. MSD officials will continue to prioritise the



29.

30.

31.

32.

33.

construction sector within Skills for Industry, and to undertake any additional
expansion that becomes possible within the 2018/2019 financial year.

As an indication of the continued priority that construction is being given within Skills
for Industry, MSD’s Industry Partnerships team (which is responsible for national
Skills for Industry programmes and partnerships) forecasts an extra 9)6)i)
expenditure for the construction sector in the 2018/2019 financial year over the
2017/2018 financial year. This funding is from within current baselines.

The Industry Partnerships team has developed its purchase plan for the 2018/2019

financial year, which forecasts an increase from S(2)(bXii) committed expenditure

in the 2017/2018 financial year to 9{2)(bii) forecast expenditure in the 2018/2019
financial year.

This funding is expected to be directed to places that reflect the current average cost
for construction-related Skills for Industry. Subject to negotiations with partners, this
additional 9(2)bBXii) ' could result in at least 150 additional places in the construction
sector in the coming financial year (subject to industry demand).

There may be an opportunity to further increase the level of funding for construction-
related Skills for Industry throughout the course of the 2018/2019 financial year,
depending on:

32.1. levels of construction-industry demand for Skills for Industry and the supply of
suitable job seekers who want to enter the construction sector;

32.2. factors external to the construction industry that will determine whether
additional funding is available, including the industry demand for Skills for
Industry in other sectors and other MSD funding requirements;

32.3. the impact that reallocating funding across Skills for Industry sectors would
have on existing partnerships and the ability to respond to future growth in
different sectors; and

32.4. the internal MSD resourcing for creating and managing construction-related
industry partnerships: this resource will also be required to initiate Phase One
of Mana in Mahi — Strength in Work over the 2018/2019 financial year, which
will create additional pressure.

MSD officials will prioritise construction-related Skills for Industry programmes when
considering further funding over the 2018/2019 financial year, but | note that
decisions will reflect the need for MSD generally, and the Skills for Industry
programme specifically, to provide a comprehensive service to its job seekers.

Expanding engagement to more industry partners

34.

MSD continuously engages with the construction industry, and there may be
opportunities in the 2018/2019 financial year to form new partnerships with more
employers or training providers. The majority of the additional construction-related
sye)i funding for MSD’s Industry Partnerships team is expected to respond to
demand from current key partnerships in the 2018/2019 financial year. However,
MSD officials will also seek opportunities for new partnerships.
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Expand Skills for Industry sits within a broader package of initiatives

48. One of the key drivers for the number of places available in different sectors under
the Skills for Industry programme is the industry demand for the programme. Other
initiatives within the Action Plan are likely to affect this demand.

49. Mana in Mahi — Strength in Work could affect demand for Skills for Industry,
depending on the final design of this programme. If Mana in Mahi — Strength in Work
includes pre-employment training for certain participants, and employers use this
new scheme for employees that would otherwise have been referred to Skills for
Industry, this could reduce demand. Alternatively, Skills for Industry could act as a
pipeline for Mana in Mahi — Strength in Work, in which case the new programme may
increase demand.

50. Leveraging government procurement may increase demand for Skills for Industry, as
it will provide an opportunity to encourage employers to engage with Skills for
Industry. This could help MSD to expand Skills for Industry to more industry partners.

51.  Further work is required to understand the impacts of the interaction of Skills for
Industry with government procurement. MSD officials will continue this work with
other Ministerial Group on the Construction Workforce agencies. 3(2)iNiv)

52.



9(2)(T)(v)

Outcomes from sector consultation

53.

54.

55.

Feedback from sector consultation workshops indicated that the construction
industry would like to see Skiils for Industry support (or similar services, including
Mana in Mahi — Strength in Work) provided to other groups as well as beneficiaries
(for example school leavers), and to provide a pathway for adults in the workforce
who want to retrain. 9{2){{(v)

Some industry feedback noted it is important that new employees, particularly those
entering the sector from the benefit system, are those who want a career in the
construction sector and are not entering the sector simply due to requirements to find
work. MSD notes that this is a key aspect of the potential to expand Skills for
Industry, because as noted elsewhere in this paper this will depend on the availability
of job seekers who are not only suitable, but are also willing. Aspects of the Action
Plan that promote construction careers are expected to support this supply of willing
job seekers by improving perceptions of the construction sector as a career.

Other feedback included industry stakeholders noting that there is often a
requirement for high levels of pastoral care associated with Skills for Industry, and
that it is important to match the right people to the right roles. MSD agrees with these
points, and notes that these are important aspects of the current Skills for Industry
model. However, the feedback has highlighted that this is not widely known by those
employers which do not already use Skills for Industry, and therefore highlights that
consultation and communication of the details of Skills for Industry will be an
important part of expanding to more industry partners.

Impact on the workforce

56.

57.

58.

The additional 9@yb)iy 1 funding for MSD’s Industry Partnerships team this year is
expected to lead to at least 150 additional construction-related Skills for Industry
places in the 2018/2019 financial year when compared to the 2017/2018 financial
year (subject to industry demand).

If current outcome rates continue, 150 additional places in the 2018/2019 financial
year can be expected to result in around 90 participants being off-benefit at eight
weeks after the Skills for Industry programme ceases. 9(2)(f)(iv):

It should be noted that additional places, and resulting employment outcomes, would
not necessarily represent one-for-one growth in the construction workforce due to
potential displacement effects (where subsidised labour reduces employment among
competing firms) and substitution effects (where a participant takes a vacancy that
would otherwise have been filled by someone else).



Implementation

590.

60.

The additional 92)6i) | for MSD’s national construction-related Skills for Industry
partnerships and programmes will begin to be used immediately. My officials may
allocate further funding over the course of the 2018/2019 financial year.

9(2)(fiv)

Constraints

61.

62.

63.

There is a lead time for creating and expanding the partnerships necessary to
increase the number of construction-related places through Skills for Industry. As
previously noted, leveraging government procurement (another of the priority
initiatives under the Action Plan) may provide a strong mechanism for creating these
partnerships, but this is likely to be a longer-term change.

One of the major potential constraints on the extent to which construction-related
Skills for Industry programmes can be further prioritised or expanded is the demand
from the construction sector, as Skills for Industry is typically a demand-led
programme. Expanding to more industry partners (enabled by the Action Plan) and
close consultation with partners to ensure that Skills for Industry continues to support
their needs are expected to mitigate the risk of a reduction in demand.

Another potential constraint on the prioritisation or expansion of construction-related
Skills for Industry programmes is the supply of suitable MSD job seekers who want
to enter the construction sector. This supply may vary by region and over time.
Aspects of the Action Plan that promote construction careers are expected to support
this supply of willing job seekers by improving perceptions of the construction sector
as a career.

Monitoring and review

64.

65.

| will report back to the Ministerial Group on the Construction Workforce:

64.1. FERNV)

64.2. F2)V)E

64.3. 92NHV)

64.4. BERYDEV)T

MSD is able to report on the outcomes achieved through Skills for Industry, and the
recipients of funding through this programme. MSD also regularly reviews the

9



66.

effectiveness of its employment interventions (including Skills for Industry) and
publicly releases the results of these reviews.

However, there are currently limitations in reporting Skills for Industry funding by
sector. This is a manual process, rather than being system-based. The reporting is
resource intensive and this is likely to limit the frequency of the reporting that is
possible. My officials are currently exploring improvements to this reporting, including
outcome measures.

Consultation

67.

The Ministry of Business, Innovation and Employment, the Ministry of Education, the
Ministry for Pacific Peoples, the Ministry for Women, Te Puni Kokiri, the Treasury
and the Department of the Prime Minister and Cabinet were consulted on this paper.

Financial Implications

68.
69.

70.

71.

72.

73.

74.

There are no direct financial implications arising from this paper.

Additional funding for construction-related Skills for Industry programmes in the
2018/2019 financial year will be undertaken within existing baselines.
I92)(v)

S(2)(v)

92)(F)(iv))

9(2)(A)(V)

9(2)(M (V)

Legislative Implications

75.

There are no legislative implications arising from this paper.

Impact Analysis

76.

A Regulatory Impact Analysis is not required.

10



Human Rights
77. There are no human rights implications arising from this paper.
Gender Implications

78. Increasing construction-related Skills for Industry programmes relative to other
sectors may reduce the average rate of Skills for Industry participants who are Sole
Parent Support recipients (if current participation rates continue — currently five
percent of participants for construction-related Skills for Industry, and seven percent
for all Skills for Industry). Sole Parent Support recipients are predominantly women.

79. MSD will explore opportunities for targeting specific cohorts, including women, when
expanding construction-related Skills for Industry.

Disability Perspective

80. Increasing construction-related Skills for Industry programmes relative to other
sectors may increase the average rate of Skills for Industry participants who are in
the Job Seeker — Health Condition or Disability category (if current participation rates
continue — currently 11 percent of participants for construction-related Skills for
Industry, and nine percent for all Skills for Industry).

81. MSD will explore opportunities for targeting specific cohorts, including disabled
people, when expanding construction-related Skills for Industry.

Publicity

82. | will coordinate with the Ministerial Group on the Construction Workforce with regard
to publicity related to the Action Plan.

Proactive Release

83. | propose to proactively release this paper. This release will be subject to redactions
as appropriate under the Official Information Act 1982.

Recommendations
The Minister for Social Development recommends that the Committee:

1. note that on 23 May 2018, the Cabinet Economic Development Committee agreed in
principle, subject to consultation with construction sector stakeholders, that Expand
Skills for Industry be one of the five priority initiatives in the draft Construction Skills
Action Plan [DEV-18-MIN-0094];

2. note this paper is one of a suite of papers, seeking agreement to the details of the
initiatives that make up the Action Plan;

3. note that construction is currently the largest sector within Skills for Industry by
funding, making up 31.2 percent of forecast expenditure in the 2017/2018 financial
year;

11



4. note that MSD is investing an additional 9(2)(B)(i). ' on construction-related Skills for
Industry national programmes and partnerships in the 2018/2019 financial year
compared to the 2017/2018 financial year, which can be expected to result in at least
150 additional construction-related Skills for Industry places (subject to industry
demand and job seeker supply);

Authorised for lodgement
Hon Carmel Sepuloni

Minister for Social Development



Office of the Minister of Employment

Chair
Cabinet Social Wellbeing Committee

PHASED IMPLEMENTATION PLAN FOR MANA IN MAHI — STRENGTH IN WORK
(DOLE FOR APPRENTICESHIPS)

Proposal

1

This paper responds to the invitation from the Cabinet Business Committee in December
2017 to report back on the Dole for Apprenticeships scheme [CBC-17-MIN-087 refers].

In addition, this paper seeks Cabinet agreement to Phase One of Dole for Apprenticeships
and to call this initiative “Mana in Mahi — Strength in Work”, in line with feedback from young
people and employers.

Executive summary

3

Dole for Apprenticeships’ primary focus is to support 18-24 year olds in receipt of main
income support benefits', however referrals can be made for people outside this age group
who could benefit from the programme, which may include younger people in receipt of the
Youth Payment or Young Parent Payment.

This initiative is designed to achieve sustainable employment outcomes, particularly in
industry sectors where there are skill shortages 8(2)(fXiv)-Active'Consideration

| am proposing to use “Mana in Mahi — Strength in Work” as a replacement name for Dole for
Apprenticeships. This is in response to feedback from young people and employers, who said
the name “Dole for Apprenticeships” has negative connotations and a more aspirational name
is needed.

The young people this initiative focuses on are expected to be people with high needs, with
complex circumstances that will require intensive support and services to achieve successful
outcomes. Existing schemes, while effective for some, do not sufficiently cater for all young
people.

Mana in Mahi — Strength in Work will pay a wage subsidy to employers who are willing to hire
a person in receipt of a main income support benefit and offer that person an industry training
gualification, including apprenticeships. The wage subsidy would be equivalent to one year of
the Jobseeker Support rate, approximately $9,750. Additional supports for young people and
employers will also be required in order to ensure participants access and succeed in industry
training. S(2)(fNv)

Up to $4 million for 2018/2019 has been allocated for Phase One of Mana in Mahi — Strength
in Work. This money will be used to fund up to 150 places (depending on employer demand)

' These are Jobseeker Support (including Jobseeker Support — Health Condition, Injury or Disability), Sole
Parent Support and Supported Living Payment.



and other Phase One associated costs, such as employer engagement, process and
evaluation.

9  The full design of Mana in Mahi — Strength in Work will encompass different industry training
qualifications, including but not limited to apprenticeships, in order to reflect how the industry
training system works. Depending on the sector, formal industry training certification can be
achieved in a number of ways. Some industry sectors require a Level 4 New Zealand
Apprenticeship from the beginning, and others allow for smaller qualifications so learners can
staircase up to Level 4 qualifications. Any of these qualifications would provide the learner
with specific occupational skills that are valued by industry and that can lead to sustainable
employment opportunities.

10 This paper outlines the phased approach that |, in consultation with the Minister for Social
Development, plan to take to implement Mana in Mahi — Strength in Work 9(2)(f)(iV)

Background

11 The Coalition Agreement includes a commitment to introduce programmes for long-term
unemployed to improve work readiness, such as Ready for Work?. The Parties recognise and
share the long-term view that we need to do more to support young people into employment,
education or training. The speech from the Throne also mentions that this Government will
support apprenticeships with incentives for employers to take on unemployed young people
as apprentices. Dole for Apprenticeships falls under these commitments.

12 The Minister for Social Development and | have joint responsibility for delivering this initiative.
| have responsibility for the policy development and programme design, while the Minister for
Social Development has operational responsibilities, including funding decisions regarding
Vote Social Development.

I seek Cabinet support to name Dole for Apprenticeships as Mana in Mahi —
Strength in Work

13 Initial feedback from the Ministry of Social Development’s (MSD) engagement with young
people suggests they are put off by the “Dole for Apprenticeships” name and they would like a
more aspirational brand. For them the word “dole” has negative connotations. Many of the
young people also did not have a firm understanding of what an apprenticeship was.

14 Employers have expressed concerns about the name “Dole for Apprenticeships”
unintentionally reinforcing negative perceptions of the value of apprenticeships. Also, this
initiative will focus on the broader spectrum of industry training qualifications not just
apprenticeships, so the name “Dole for Apprenticeships” could be misleading.

15 Dole for Apprenticeships needs to appeal to employers and young people. Therefore, | am
seeking Cabinet support to change the name Dole for Apprenticeships to “Mana in Mahi —
Strength in Work”. | am proposing to use “Mana in Mahi — Strength in Work” for the prototype
programme under Phase One.

2 | am currently working with my officials to develop the Ready for Work initiative.



Mana in Mahi —- Strength in Work is also part of the Action Plan to deliver the
Construction Skills Strategy

16

17

18

19

20

The Ministerial Group on the Construction Workforce, for which the Minister for Building and
Construction is Chair, is finalising an Action Plan to deliver the Construction Skills Strategy
[DEV-18-MIN-0094]. Mana in Mahi — Strength in Work is one of the five key initiatives in the
Action Plan, although it has a broader focus than just construction.

The success of Mana in Mahi — Strength in Work will depend on the support of employers as
well as their ability and willingness to open up industry training opportunities, including
apprenticeships. The Action Plan will provide a number of opportunities for Mana in Mahi —
Strength in Work to access and encourage the participation of more employers in the
construction sector.

The inclusion of Mana in Mahi — Strength in Work in the Construction Skills Action Plan
creates a complementary package of initiatives. For example, a construction firm could use
Skills for Industry to find a person seeking an apprenticeship or broader industry training and,
if eligible, then use Mana in Mahi — Strength in Work to subsidise their wages.

Leveraging government procurement is another key initiative within the Construction Skills
Action Plan. Government procurement of construction and infrastructure projects will be used
to incentivise firms to invest in skills training and development. A government infrastructure
procurement contract could recognise an employer’s involvement in Mana in Mahi — Strength
in Work under requirements for skills development and training.

The Minister for Building and Construction is planning to take a paper to Cabinet in August
seeking final agreement on the Action Plan. | am seeking agreement to share this paper with
the Cabinet Economic Development Committee so they can see the details of the Mana in
Mahi — Strength in Work initiative when they consider the Action Plan in August.

Mana in Mahi — Strength in Work’s primary aim is to assist young people into
sustainable employment but will also help address skill shortages

21

22

23

This government is committed to supporting people to achieve sustainable employment.
Although existing programmes may be effective for some, they do not work for all young
people. This is the case for some young people who engage with MSD and who this initiative
will focus on.

These young people face multiple challenges and require intensive services and supports to
achieve and maintain successful outcomes. Some significant barriers faced by young people
include, but are not limited to: low literacy levels, alcohol and drug addictions, domestic
violence, historical bullying and lack of whanau and/or community support.

Although the current unemployment rate is relatively low at 4.4 percent, there is still work to
do for young people.
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Table 1. NEET rates for 15-24 year olds (seasonally unadjusted)

NEET rate (% of all 15-
24 year olds)
Total (March 2018) 13.2
Maori (March 2018) 21.3
Pacific (March 2018) 19.3
Disabled (June 2017) 42.3

As at March 2018, the seasonally unadjusted rate of young people aged 15-24 that are not in
employment, education or training (NEET) was 13.2 percent’. The NEET rate is even higher
for young Maori and Pacific young people. Around 21.3 percent of Maori who are aged 15-24
years old are NEET. For Pacific young people, this rate is 19.3 percent. In June 2017, the
NEET rate for young disabled people aged 15-24 was 42.3 percent®.

As its primary objective, Mana in Mahi — Strength in Work will aim to assist young people to
achieve sustainable employment outcomes. The programme will support the participation of
and improve employment outcomes for all young people, including Maori, Pacific and
disabled people.

Over the December 2017 quarter, it was reported that around half of businesses had trouble
finding skilled labour and around a third had trouble finding unskilled labour®. Helping address
skill shortages will be a secondary objective of Mana in Mahi — Strength in Work. The
programme will help young people to complete industry training qualifications in sectors
where there are skill shortages if the sector provides sustainable employment opportunities.

Mana in Mahi — Strength in Work will work with existing initiatives that support
young people into training and employment

27

28

29

There are a number of programmes in the education system that help to ensure young people
are better prepared for successful transitions into sustainable employment. These
programmes will be taken into consideration for the full design of Mana in Mahi — Strength in
Work.

Secondary-Tertiary Programmes and initiatives, such as Trades Academies and Gateway,
enable young people to combine enrolment in senior secondary school with vocational
education and training options in tertiary education or the workplace. These programmes are
designed to support education engagement and achievement, and provide clear pathways
into further study and employment. Youth Guarantee Fees-Free provides foundation tertiary
education at Levels 1 to 3, aligned to a Vocational Pathway, for young people aged 16-19
who have left school with low or no qualifications.

There are also programmes that specifically support Maori and Pacific learners. For example,
Maori and Pasifika Trades Training (MPTT) supports Maori and Pacific people aged 16-40 to
participate and achieve pre-trades training. MPTT also supports these people to transition into
workplace-based training at higher levels (including New Zealand Apprenticeships) and
sustainable trades, or trades-related employment.

® The seasonally adjusted rate was 12.4 percent.
* Disability data is only collected once a year.
5 Quarterly Labour Market Report February 2018, Ministry of Business, Innovation and Employment.



30

Currently there are a range of programmes that deliver employment outcomes for young
people. Mana in Mahi — Strength in Work is expected to complement and build on these and
other initiatives that help young people transition into employment. Mana in Mahi — Strength in
Work is being carefully designed to avoid any unhelpful overlaps while addressing long
running employment issues that these other programmes may not be.

A phased implementation of Mana in Mahi — Strength in Work will ensure the
initiative is fit for purpose and effective

31
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37

Mana in Mahi — Strength in Work will pay a wage subsidy to employers who are willing to hire
a person in receipt of a main income support benefit, and offer that person an industry training
qualification, including apprenticeships. The wage subsidy would be equivalent to one year of
the Jobseeker Support rate (approximately $9,750). The focus is on 18-24 year olds, however
referrals can be made for people outside this group age group who could benefit from the
programme, which may include younger people in receipt of the Youth Payment or Young
Parent Payment.

There are a number of design aspects of Mana in Mahi — Strength in Work that still need to be
worked through, such as the kind of supports employers and young people would need during
the programme. For example, employers may need supports to provide a “youth friendly”
work environment. Participants may need supports such as intensive case management,
resilience and confidence training, in-work support and work readiness development (e.g.
driver licensing or pre-employment training).

Initial estimates done by MSD suggest that supports for young people would cost between
$3,000 and $6,000 per person. This cost is based on MSD’s experience contracting
community-based providers to provide a range of services, such as pastoral care, mentoring,
and supports to increase motivation and address social and health needs.

9(2)Miv)

This funding would be in addition to the
Government training subsidy (around $5,200 per learner in a New Zealand Apprenticeship),
which is paid to industry training organisations (ITOs) for the assessment and arrangement of
training as well as the provision of some pastoral care.

These costs are indicative only and further work needs to be done to finalise these costings.
Some level of benefit savings may occur, although this is not expected to reflect one-for-one
savings.

Pending your approval, | will progress the implementation of Mana in Mahi — Strength in Work
through a phased approach. This approach allows more time for this initiative to be designed,
while enabling testing of aspects of the design to start as soon as possible. MSD has set
aside up to $4 million in 2018/2019 from Vote Social Development to fund Phase One of
Mana in Mahi — Strength in Work.

Pending Cabinet approval, the phased implementation approach has two overlapping stages.

37.1 Phase One (2018/2019) is focused on implementing a prototype programme now while
engaging with young people and employers to inform the full design of Mana in Mahi —
Strength in Work.

37.2 Phase Two S(ZXf)(v) is about fully implementing Mana in Mahi — Strength in Work,
9(2X(F)iv)



38 Lessons learned and insights gained from Phase One will inform the final design of Mana in
Mahi — Strength in Work and 9)(f){(i) . Phase Two will also build on
the employer relationships established during the prototype programme in Phase One to
increase the scale of the programme.

39 The prototype programme in Phase One will start in August 2018. 8(2)(f)(iv)

An evaluation of the prototype would inform implementation and
ongomg improvements to the full Mana in Mahi — Strength in Work programme.

Engagement with young people and employers is underway

40 MSD is currently undertaking an engagement process with young people and employers
(including small and medium enterprises — SMEs). This engagement process is providing
useful insights, including a better understanding of:

40.1 the support that young people need to successfully undertake industry training
40.2 what motivates young people to participate and engage in industry training
40.3 the support employers would need to provide a “youth friendly” environment

40.4 the challenges the labour market poses and how people are trained to meet the future
demands of the market, especially for construction.

41 Engagement with construction sector employers and industry representatives is occurring
through the targeted consultation process for the Action Plan to deliver the Construction Skills
Strategy. This engagement process is being led by the Ministry of Business, Innovation and
Employment.

42 Insights and lessons learned through these processes and the Phase One prototype
programme will inform the full design of Mana in Mahi — Strength in Work under Phase Two.

43 Based on engagement to date, MSD has already identified some key components that will be
tested in Phase One. These include:

43.1 9(2)(j)- commercial and Industrial Negotiation

43.2 redesigning a “youth friendly” on-boarding and induction process

43.3 supporting employers to redesign job advertisements so they can recruit the right
candidate for the role, and set clear expectations with young people applying for
employment.

Phase One 2018/2019 — implementing a prototype programme to test aspects of Mana in
Mahi - Strength in Work

44 Phase One will test aspects of Mana in Mahi — Strength in Work leveraging off elements of an
existing contracting model (MSD’s Skills for Industry®) to create a new programme. This

® Skills for Industry is an MSD contracting model that allows for industry-specific training for MSD job
seekers, either prior to or while in employment, across a number of sectors.
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prototype will start in financial year 2018/2019 and it is expected to run for approximately 12
months.

The purpose of the prototype programme under Phase One is to focus on securing industry
training opportunities (including apprenticeships) and building relationships with employers to
inform the design of and support the full implementation of Mana in Mahi — Strength in Work
in Phase Two.

For the Phase One prototype programme, MSD will refer young people who are relatively
more work ready. The full implementation of Mana in Mahi — Strength in Work under Phase
Two will focus on referring people who have more barriers to work and will likely require more
support

The prototype programme in Phase One will:

47.1 pay a wage subsidy to employers (equivalent to one year of the Jobseeker Support
rate) for approximately 12 months

47.2 provide participants with short training and work readiness courses to improve their
suitability prior to being placed in employment, if needed’

47.3 support participants to remain in employment and achieve sustainability by providing
them with in-work financial incentives and other in-work supports

47.4 have employers provide some level of additional supports (such as pastoral care and
mentoring)

47.5 provide a pathway to formal industry training qualifications for participants and link
them to Fees-Free Tertiary Study, if eligible®.

The prototype programme will include in-work supports

48

49

50

It is important that participants are incentivised to stay in work and recognise their own
achievements. I2)f)(iv) - Active Consideration

_ As part of Phase One, participants will also receive
in-work financial incentives, which aim to motivate people who exit welfare for work to stay in
employment and to recognise their performance.

Additional supports for young people and employers (particularly SMEs) will be needed for
the full design of Mana in Mahi — Strength in Work.

ITOs provide a certain level of pastoral care for learners in New Zealand Apprenticeships
work-based training, which is funded from the $5,200 they receive per learner. However,
additional supports will be needed to ensure that MSD clients, particularly youth and disabled
people, can access and succeed in industry training.

" Some participants may have already completed other training programmes such as Limited Service
Volunteer, which is a six-week motivational training course run by the New Zealand Defence Force. It aims to
increase the number of young job seekers entering employment or training by improving their self-discipline,
self-confidence, motivation and initiative.

8 All first-time post-secondary learners are eligible for two years of fees-free industry training.
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Industry training qualifications require a significant time commitment, particularly
apprenticeships (which last approximately 4 years), and a significant amount of self-directed
learning outside of work. An apprentice needs to have a disciplined, structured lifestyle in
order to succeed.

Young people that engage with MSD are more likely to have lower educational achievement.
About a third of young people receiving Jobseeker Support are disabled or have a mental
health condition, and may require some accommodations from employers to help them
maintain work.

Taking on an apprentice is also a big commitment for an employer, especially for SMEs.
Employers usually tend to offer apprenticeships only after people have worked for them and
have demonstrated a good work ethic. Employers tend to hire apprentices with prior
qualifications, which is an advantage unemployed young people do not tend to have.

For the Phase One prototype programme, MSD will refer young people who are relatively
more work ready. These people are unlikely to require intensive supports, which employers
may not be able to provide under Phase One without additional funding.

The full implementation of Mana in Mahi — Strength in Work under Phase Two will focus on
referring people who have more barriers to work and will likely require more support.
Therefore, more intensive supports will be included in Phase Two 9@2)f(i)

Four employers have been identified to start Phase One

56
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MSD has identified the initial group of employers with the capacity and willingness to take up
participants in Phase One. They are:

56.1 Wellington Hospitality Group (hospitality)

56.2 Downer New Zealand Limited (Downer), who will facilitate participants being placed
with SME sub-contractors (building and construction)

56.3 9(2)(j)- Commereclal andiIndustrialNegotiafion
56.4 Vivo Hair and Beauty (hairdressing).

These employers were selected due to the potential for participants to achieve a sustainable
career and aim for an industry training qualification in these sectors. These employers are
also willing to work with MSD as we test elements of the Mana in Mahi — Strength in Work
model. They have agreed to provide additional supports to participants, which is something
employers would normally not be able to do. MSD will be working with other employers to
extend the number of places in the next few months.

As part of Phase One, MSD is engaging more broadly with employers, particularly SMEs, with
a focus on skill shortages. This engagement, together with the lessons learned from the
bigger employers already on board, will allow MSD to better understand what kind of supports
employers, and potentially young people, will need under a full roll-out of Mana in Mahi —
Strength in Work in Phase Two.

The prototype programme will be a new way of working with these employers

59

Most of the employers identified for Phase One would be initiating a new programme within
their workplaces. For example, placing potential apprentices with SMEs is new for Downer,
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and the relationships built with these sub-contractors during Phase One will provide valuable
insights to inform how Mana in Mahi — Strength in Work can better support SMEs and young
people.

A challenge currently facing the construction and other industry sectors is determining how to
engage with SMEs and encourage them to recruit, employ, train and retain their employees.

Under Phase One, Downer would provide group pre-training to the participants
9(2)0)

Downer can provide up-front.

The prototype programme will allow MSD to test a number of design aspects to inform Phase Two

62

This prototype programme will allow MSD to test some aspects of Mana in Mahi — Strength in
Work, including the:

62.1 accuracy of indicative cost estimates for a full implementation of Mana in Mahi —
Strength in Work, including how long financial support will be provided for

62.2 level of qualification that would be most appropriate and manageable for participants to
begin at and what is required to help them achieve higher qualifications

62.3 level of support required by young people and employers throughout the programme

62.4 in-work financial incentive payment for participants and whether it helps participants
stay in work and achieve an industry training outcome

62.5 likely uptake for the full roll-out of Mana in Mahi — Strength in Work.

Mechanisms will be put in place to ensure risks associated with wage subsidies are
managed
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There are a number of risks associated with wage subsidies. One of them is that employers
may take advantage of the financial payments without truly committing to the employee, and
dismissing them after the subsidy ends. MSD has experience managing these risks. For
Mana in Mahi — Strength in Work, MSD will monitor working relationships to identify any early
warning signs. It is also including milestones in the contracts with employers, which must be
met in order for the employers to achieve agreed performance standards. These milestones
would include the participant being signed up to a formal industry training programme.

Other risks include employers taking on people they would have taken anyway, with wage
subsidies being a disincentive for industry to take initiative and address their own labour
needs. The full design of Mana in Mahi — Strength in Work will include mechanisms to
mitigate these risks, for example ensuring participants are placed into new positions. On top
of this, there is work underway through the Construction Skills Strategy to create new industry
fraining opportunities in construction and incentivise employers to develop their own
workforce.



Traditional apprenticeships are not the only way to deliver Mana in Mahi — Strength
in Work
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Mana in Mahi — Strength in Work will operate within the formal industry training system, which
includes New Zealand Apprenticeships. Consistent with current practice, New Zealand
qualifications recognised by industry sectors can be achieved in different ways depending on
the industry.

As part of the design for Mana in Mahi — Strength in Work, MSD officials are looking at
whether a range of qualifications may be a better fit for this initiative. For some people, and
depending on the industry sector, smaller qualifications that are highly valued by industry
would be more achievable.

Many employers and industries have career pathways that do not require a New Zealand
Apprenticeship, so focusing on other practical industry training qualifications may shorten the
time it takes to support a learner into sustainable employment.

There are different ways to achieve recognised New Zealand qualifications

68

69

70

71

72

73

74

The Tertiary Education Commission (TEC) funds tertiary education organisations, including
ITOs and polytechnics, which deliver apprenticeships.

New Zealand Apprenticeships provide a vocational pathway that will result in a Level 4 New
Zealand qualification, which is listed on the New Zealand Qualifications Framework and
comprises a minimum of 120 credits, or two or more qualifications at Levels 3 and 4 totalling
at least 120 credits (ensuring a strong theoretical component). An apprentice must be
employed in the occupation for which they are training. Throughout the apprenticeship, an
apprentice must be supported by a training plan agreed by themselves, their employer, and
relevant ITO.

ITOs are responsible for arranging training for apprentices through New Zealand
Apprenticeships. Upon completion of New Zealand Apprenticeships, apprentices will be
competent in their occupation to the standards determined by the ITOs, with support and
input from industries.

Almost all apprenticeships allow someone to enter straight into a Level 4 qualification,
although many recommend achievement of National Certificate of Educational Achievement
Level 1 or Level 2, or equivalent in their entry requirements. Completion of the apprenticeship
should take around 2-4 years, depending on the credit value of the qualification.

Many industries have good pathways from lower level qualifications up to Level 4. This
enables learners to staircase up to Level 4 qualifications, building competence and
confidence as they achieve. These pathways exist in the primary, service, community and
social service, manufacturing, and infrastructure industries.

Not all Level 4 qualifications are formally recognised and funded as apprenticeships by TEC,
largely because they do not meet the 120 credit requirement. However, Level 4 qualifications
still provide the learner with specific occupational skills at a level valued by industry. Industry
sectors that value these qualifications include aquaculture, various infrastructure and forestry
roles, galvanising, and aluminium joinery. These qualifications will lead to sustainable
empioyment opportunities, which is a primary goal of Mana in Mahi — Strength in Work.

Some traditional apprenticeships, such as electrical and plumbing, have limited options for

pathways up to Level 4 NZQF. This is because of the regulated nature of the occupations and
associated health and safety issues.

10



75 It may be possible for Mana in Mahi — Strength in Work to offer ‘cadetships’ providing
pathway programmes in Level 3 or Level 4 qualifications that do not meet the New Zealand
Apprenticeship requirements. Cadetships are still used in some industry sectors, such as
infrastructure and primary industries.

Consultation

76 TEC, the Ministry of Education, the Ministry of Business, Innovation and Employment, the
New Zealand Qualifications Authority, Te Puni Kokiri, the Ministry for Women, the Ministry for
Pacific Peoples, Office of Disability Issues, the Treasury, and the Department of the Prime
Minister and Cabinet (Policy Advisory Group) have been consulted. The Ministry of Culture
and Heritage, Ministry of Youth Development, the Ministry for Primary Industries, the Ministry
of Justice, the Ministry of Health, the Department of Corrections, the Department of Internal
Affairs, and Oranga Tamariki were informed.

Financial implications
77 There are no financial implications for the Crown at this time. 9(2)f)iv)
: Phase
One will be funded out of the Vote Social Development Improved Employment and Social
Outcomes Multi-Category Appropriation. Up to $4 million for 2018/2019 has been allocated
for this phase specifically. This money will be used to fund up to 150 places (depending on

employer demand) and other Phase One associated costs, such as employer engagement,
process and evaluation.

78 SXOW)

79 |

Human rights implications

80 The phased implementation approach for Mana in Mahi — Strength in Work is consistent with
the New Zealand Bill of Rights Act 1990 and the Human Rights Act 1993.

Legislative implications

81 The phased implementation approach for Mana in Mahi — Strength in Work does not have any
legislative implications.

Regulatory impact and compliance cost statement
82 No regulatory impact and compliance cost statements are required.
Gender and diversity implications

83 The phased implementation approach for Mana in Mahi — Strength in Work may have gender
implications, especially in relation to sectors such as construction. MSD will undertake further

11



work with the Ministry for Women to ensure these implications are carefully managed for the
final design of Mana in Mahi — Strength in Work.

84 The final design of Mana in Mahi — Strength in Work will also consider any implications for
Maori and Pacific People.

Disability perspective

85 A significant portion of young people receiving Jobseeker Support (about a third) are
receiving it due to a health condition or disability. As part of the development of the full design
of Mana in Mahi — Strength in Work, consideration will be given to the support needed to
enable eligible disabled people and people with health conditions to participate successfully in
the programme.

Publicity

86 | intend to publically announce Phase One of Mana in Mahi — Strength in Work after Cabinet
agrees to the recommendations in this paper.

Recommendations

87 The Minister of Employment recommends that the Committee:

1

()]

agree that the Minister of Employment use the name “Mana in Mahi — Strength in Work”
for Phase One of Dole for Apprenticeships;

agree that the Minister of Employment, in consultation with the Minister for Social
Development, will implement Phase One of Mana in Mahi — Strength in Work (Dole for
Apprenticeships) in August 2018;

note that up to $4 million has been allocated from the Improved Employment and Social
Outcomes Multi-Category Appropriation in Vote Social Development to fund Phase One
in 2018/2019;

note that the policy and design settings for the Phase One prototype programme are not

necessarily the final settings for the full Mana in Mahi — Strength in Work (Dole for
Apprenticeships) programme;

9(2)(H)

note that Mana in Mahi — Strength in Work (Dole for Apprenticeships) is one of five key
initiatives in the draft Construction Skills Action Plan; and

12



9 agree to share this paper with the Cabinet Economic Development Committee so they
can see the details of the Mana in Mahi — Strength in Work (Dole for Apprenticeships)
initiative when they consider the Construction Skills Action Plan.

Hon Willie Jackson
Minister of Employment

Approved for lodgement
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Office of the Minister of Immigration
Chair, Cabinet Economic Development Committee 2
S~
Immigration settings to support KiwiBuild %‘
Proposal Q
1 This paper asks you to note the package of changes that | intepd.to fmake to the
immigration system in order to support the Government's Kiwioid Programme and
promote growth in housing supply. | also seek your agree consult with construction
sector stakeholders and others on this proposed packag@::
Executive Summary _
2 Well-managed immigration is essential to our econdite and social success as a country.

My key immigration priorities are to:

\'
2.1 Better match the skills New Zealand geegs with the skills New Zealand gets in

order to improve the contribution oft gration to the labour market outcomes of
New Zealanders N

2.2 Tackle the exploitation of mig

2.3 Review New Zealand's a@égch to Pacific migration issues

2.4 Increase New Zealand’@ugee intake

2.5 Make immigration {gjﬁw improvements and contribute to the security of New
Zealand’s border

3 Annex One provides a ;ﬁ?mnary of the upcoming papers | intend to take to Cabinet for the
immigration portfoli summary outlines how they align with my portfolio priorities and
the Government’sAvjder economic, labour market, foreign relations and security objectives.

4 Current immig @u system settings are fairly enabling for migrant workers to work in New

Zealand's conshiittion sector, where there is a shortage. Migrants already make an
important ceqtribution to the sector’s workforce.

: atd ensure that immigration settings are calibrated to supplement the domestic labour
arkeét for construction, support the specific requirements of KiwiBuild and drive better
<(‘;{%‘é’ur market outcomes from the construction sector. The settings also need to:

A ensure that New Zealand workers are able to realise the benefits of stronger
/s construction demand and are considered first for employment and training
’,-.»:'\ij opportunities, and



6.2 minimise the risk of poor outcomes, such as displacement of New Zealand ¢
workers, lower wages and exploitation of migrants. %

~O
7 To achieve these aims, it will be important to ensure that immigration settings move}f:gnc
with procurement decisions on KiwiBuild and also the wider Construction Skills 2ratngy
which aims to improve the capability and capacity of the construction workforce/imthe
medium to long term. Immigration settings need to supplement the sector in lﬁ short term,
until we see the impacts from domestic activity, and be flexible enough to be, ted to
meet changing needs and requirements over time. b‘%

8 As a first step, | have asked officials to develop the following time-limite8.package of
changes:

8.1 A KiwiBuild Skills Shortage List to provide an expediléﬁ}rocess to fill specific
roles in which we know demand exceeds domestic SU%}&-

8.2 An employer accreditation or alternative pre-appraval model for the
(ility for employers who exhibit
for simplicity and speed of

good practices to recruit overseas workers and allb
processing visa applications, and )

8.3 Specific requirements for labour hire companies to manage the risk of
exploitation of migrant workers. \
9 | intend to consult on this package of proposethchanges with the construction sector and

other stakeholders. Where appropriate, this €grsultation will be part of the targeted
consultation on the Action Plan to delive ?i’e.,_‘Eonstruction Skills Strategy (the Action Plan),
to ensure consistency and coherency.

10 Following this, | intend to work with j/M¢ colleagues on the Ministerial Construction
Workforce Group and the Future ork Ministerial Group and bring key decisions back to
this Committee for agreement. Q

' 4

Background 4*{:/'

11 Significant numbers of migrants already come to New Zealand to take up work
opportunities in construttiqn. Migrant workers have made a significant contribution to the
Canterbury rebuild effart in particular. Construction is considered a high-demand sector by
Immigration New Z&éﬁd, meaning that considerable effort is put into marketing the
opportunities in Néz} aland to offshore markets.

12 Visa approvals%?u Essential Skills (temporary work visas) is the dominant category for
workers comi to New Zealand in construction-related occupations. Residence
approvals éﬁm that people are also transitioning to residence from temporary visas for
construction=related occupations.

13 In 20 %231 8, approximately 11,277 Essential Skills visa holders (a temporary work visa)
and'Skilled Migrant Category resident visa holders were working in ‘construction related
oéwgations’ based on ANZSCO1 classifications. This does not count other visa holders

e no occupation is recorded (such as Working Holiday makers or partners of New
/ AZ&alanders) working in construction and, given that it counts the number of workers in New
{ Zealand on a given day, it misses those who are out of the country temporarily.

Y

‘MUstralian and New Zealand Standard Classification of Occupations (ANZSCO) provides information used by INZ to
eck the skill levels of jobs, and the qualifications and/or experience needed to work in those jobs.




14

The United Kingdom and South Africa are the main source countries for migrants filling ) ,
highly-skilled roles in the sector and the Philippines, China and Fiji for tradespeople, mi
and lower-skilled roles. C)f)

Comment

The role of the immigration system in supporting the KiwiBuild Programme

15

16

17

18

19

20

W
KiwiBuild provides a unique opportunity for the construction sector to invest\it Thnovation
and skills development for the longer term, by increasing confidence in the fulure level of
demand and investment in residential construction. To support the tra ation of the
sector, and its approach to workforce development, the Ministerial G @i‘ on the
Construction Workforce has developed a Construction Skills Stratgtyamd an Action Plan.
The Action Plan sets out initiatives to address labour and skills sngazgges in the sector,
drawing on education and welfare levers and the role of indust

Migrant workers will continue to be needed to deliver on thesiwiBuild Programme, which is
a priority for this Government, which requires a step up i cale and pace of residential
development.

Increasing demand for new housing and infrastructu{eahmas exposed shortfalls across all
skill levels in construction. The Ministry of Busines_sgfﬁ ovation and Employment (MBIE) in
late 2017 indicated a shortfall of about 30,000 w s. Occupations that are expected to
experience the largest growth in demand for employment from 2016 to 2022 include trades
such as plumbers (15 per cent over the periodjgfectricians (14 per cent), project builders
(12 per cent), and professional occupations?&éh as civil engineers and construction project
managers (both 12 per cent). = N
These projections are based on occ aliqnal data from the 2013 Census, and assume the
continued use of current methods struction. Given that we expect to see greater
uptake of modular housing using{‘z(fbrication as part of KiwiBuild, there remains some
uncertainty about what respons |§’)\ eded from the immigration system to meet demand
for workers. {j e

P
Historically, the constructio ®étor has tapped into workers not employed in the
construction sector to h %eet peaks of demand. This is unlikely to be sufficient to
meet demand for both KiwiBuild development and other forecast construction activity and is
not a sustainable solg'on. Overseas workers are going to be needed to meet the shortfall,

at least in the sho%
The objectives Jiay¥ set for the immigration system to support KiwiBuild and skill and
workforce dev hent in the construction sector are to:

20.1 p@b employers with easy access to offshore skills to support KiwiBuild, when
th are not available locally

20.2<$ovide guaranteed labour in the short term, where this is needed

2(% provide a mechanism to improve labour market outcomes, such as increased
: productivity and a higher wage economy, for example by incentivising firms and

?\ the sector to invest in workforce development, and

20.4  achieve these objectives in a way which manages risks to labour market
outcomes, including displacement of New Zealand workers, lower pay and
exploitation of migrants.



The proposed package of immigration changes O,

21

22

23

24

25

The proposals that best meet these objectives are: ;{_: '_j._--.: '

21.1 A KiwiBuild Skills Shortage List to provide an expedited process to flil specrflc
occupations in which we know demand exceeds domestic supply

21.2 An employer accreditation or alternative pre-approval model for*the
construction sector to provide certainty and flexibility for employé‘rs’ Who exhibit
good practlces to recruit overseas workers and allow for S|mpllcrty aﬁd speed of

processing visa applications, and |

( 3

21.3  Specific requirements for labour hire companies to ma‘nagé' the risk of
exploitation of workers. At

| have directed officials to work through the detail needed to mog‘ress this package of
changes and will bring back the specific details to Cabinet fqr:«agreement

V£
Immigration settings will need to keep pace with K|W|Bw!c;'[ii>rocurement decisions and be in
sync with the construction skills strategy, so that they, ére responsive to changes in demand
and supply in the construction sector workforce. | mtér;;d for the package of changes to be
time-limited, so that it does not create a dependencyq:)h migrant workers and signals a

requirement for employers and industry to plan faf‘tdqe future workforce.

The package will need to be flexible enough t&@ adapted to specific needs and
requirements over time. | will ensure its ope?aﬁan is monitored closely to ascertain when
further changes are warranted.

()
Construction is considered a high-de a‘si@ sector by Immigration New Zealand (INZ)
meaning that considerable effort is & réady being put into marketing opportunities in
offshore markets by INZ. It is ||kely’~11hat announcements regarding the KiwiBuild package
will be favourably received by og’ei‘Seas media, generating an increase in interest from
potential KiwiBuild employees. Ay \programme of activity, including public relations, search
and social media, co-ordina ed y INZ could be used to increase to existing pool of
candidates. INZ would then yvark with employers to engage with this pool.

A KiwiBuild Skills Shortage List ¢

26

27

Most construction werkers come into New Zealand on an Essential Skills temporary work
visa. Before gran!tmg ;m Essential Skills work visa INZ will conduct a ‘labour market test’
(LMT). The Immigration Officer must be satisfied that the employer has made a genuine
attempt to attract.and recruit New Zealand citizens or residence class visa holders and that
there are no- New Zealanders available.

An LMT is Tmt required for occupations listed on the Essential Skills in Demand (ESID) lists.
These JiSts are valued by the construction sector, particularly the Immediate Skills Shortage
List (}SSL,) and the Canterbury Skills Shortage List (CSSL), as they provide certainty and
redueé gost and delay for both employers and migrants. Seven construction-related

odgupations were added to the ISSL in February 2018.



28 A dedicated KiwiBuild Skills Shortage List, which signals regional shortages, will provide(‘/
two distinct advantages over the current system:

28.1 It allows successful innovations from the CSSL to be adopted nationwide. &

i)

28.2 It provides a mechanism to boost overseas i % in work opportunities in New
Zealand. Q
29 The CSSL is a tool aimed at supporting the Can ry rebuild effort. My intention is to
replace this with the KiwiBuild Skills Shortage List.

v/

An employer accreditation or alternative pre-appro@lsdel for the construction sector

30 | have a review underway, at the systemi leviel, to assess how well immigration policies are
incentivising good employment practié!\ itially focussed on the Accredited Employer
Policy (AEP). | am concerned that cirent settings for the AEP, in particular, are not
delivering the outcomes sought andfresent risks to the integrity of the immigration system.
The review will help to identify SI settings to apply to the construction sector, or parts
thereof as appropriate. | am expéetihg to bring a paper to Cabinet EQ2Jf|iU) seeking
agreement to publically conw this issue.

31 | also want to offer a prenfi roduct specifically for good employers in the construction
sector. This will provid m with certainty and flexibility regarding their ability to hire

overseas workers agherefore the ability to plan their workforce. The pre-approval of

employers will allo Z to offer simplicity and speed of processing visa applications
which benefits b loyers and migrants.

good emplo ight include adhering to certain standards in the areas of: health and
safety; em@ ent conditions and pay; training; pastoral care; and robust business
practices.

%ering incentivising employers to achieve these higher standards by offering a
lue proposition than existing settings. S92 .

32 There will be ;@ bar for accreditation for the construction sector. The definition of a

33 lam

hi

34 this way, | intend to use immigration settings to support the improved labour market
outcomes sought by this Government. | will be discussing with my colleagues across both
Q/ the building and construction and employment-related portfolios which obligations the
Q_ immigration system should place on employers.



35 The scale of the KiwiBuild Programme provides opportunities beyond the immigration _xf-.'
system to drive the sector to transform and invest capital in innovation and skills :Zj} 8 Y
development for the longer term. | note, for example, that the KiwiBuild “Invitation to ( 1\~
Participate” for the “buying off the plans” initiative will include skills and training as ;ilart l’if

the evaluation criteria. | will explore with my colleagues the most appropriate overall system

settings. N
Specific requirements for labour hire companies . ?
36 Labour hire companies are employers who employ and outsource workersjor short- or

long-term positions to third parties with whom the employer has a contfaciual relationship
to supply labour. They are a prominent feature of New Zealand’s co stn‘lchon sector,
managing the sector’s short-term demand for labour and taking or TheTlsk and uncertainty
regarding the future demand for work. Many recruit migrant work Srs,,

37 Mandatory accreditation of labour hire companies operating me{‘in Canterbury and in the
construction sector was introduced in July 2016 to reduce the explonatlon of migrants and
the associated undercutting of wages and conditions of N,é .Zealand workers. There has
been an ‘opt-in’ accreditation policy in place natlonWIde,smBe July 2015.

38 INZ will rescind a labour hire company’s accredltatloﬁmhere the company does not comply
with specified conditions and obligations, including, p\agmg at least the market rate for the
occupation, offering employment terms and conditions equivalent to those of workers
dlrectly employed by the company with whom the worker is placed, meeting all upfront and
ongomg costs of the recruitment of a worker Undgf the Essential Skills instructions and
ensuring that any third party to whom they, hn;s out a migrant worker has good workplace
practices. ~ N

’.' );

39 There are advantages to labour hire Gompanles being accredited: workers can get a 3-year
work visa for all roles, which benefifs;*in particular, those in lower-skilled roles that normally
only receive 12-month Essential Skms visas.

i[ ."

40 Given that risks of exploitation canbe anticipated in the KiwiBuild Programme, | am
considering broadening the ¢urrent labour hire accreditation policy for Canterbury to cover
all construction sector roles*-'-‘ ,_‘m‘ onwide.

‘a;-_._

Next steps A N
41 Officials are continyfﬁg; 6 work on the details of the package outlined in this paper.
42 | propose that, wh'é'}.*e':appropriate the package of immigration changes outlined in this

paper is part of the'targeted consultation with construction sector stakeholders on the
Action Plan te-déliver the Construction Skills Strategy, to ensure consistency and
coherency. “\*

=

Consultation /

43 The“fe'flpwlng Departments have been consulted on this paper: Te Puni Kdkiri, Ministry of
Seefalu Development Ministry of Education, Ministry for Pacific Peoples, Ministry for
meen Tertiary Education Commission, the Treasury and the Department of Prime
M}nlster and Cabinet.

\

4
Fipang_;al Implications

There are no financial implications arising directly from this paper.




Human Rights

45 There are no inconsistencies between the proposals in this paper and the New Zealahd t’Elﬂl
of Rights Act 1990 or the Human Rights Act 1993. e

Legislative Implications

46 There are no legislative or regulatory implications associated with the propqseﬂ&m this
paper. : \

Pubilicity =

47 | intend to make a press release announcing the proposed immigratibn ﬁackage to support

KiwiBuild with a view to this being included as part of the consultation on the Action Plan to
deliver the Construction Skills Strategy.

Recommendations

VY =

The Minister of Immigration recommends that the Committee:

1 note the objectives which | have set for |mm|grat|on s;ge’fem to support the KiwiBuild
Programme:
1.1 To provide employers with easy access ib"&ffshore skills to support KiwiBuild,
when these are not available locally,,_,
1.2 To provide guaranteed labour in ﬁﬁé":ghor’[-term where this is needed,
(
1.3 To provide a mechanism to m‘}]awv’)'e labour market outcomes, such as increased

productivity and a hlgher wagé economy, for example by incentivising firms and
the sector to invest in workferce development, and

1.4 To achieve these objec‘ﬁyeé in a way which manages risks to labour market
outcomes, including/displacement of New Zealand workers, lower pay and
exploitation of mlgra‘ms

2 note that the key elemehgs oi the package that best deliver on these objectives will be:

2.1 A KiwiBuild Skills Shortage List to provide an expedited process to fill specific
roles in wﬁleh ‘we know demand exceeds domestic supply;

2.2 An enfglo\yer accreditation or alternative pre-approval model for the
construction sector to provide certainty and flexibility for employers who exhibit
goddpractices to recruit overseas workers and allow for simplicity and speed of
pracgssing visa applications; and

23 N Sbecific requirements for labour hire companies to manage the risk of
& _”:.-e'xploitation of workers.

3 note-hat the package will be flexible to accommodate the emerging KiwiBuild Programme
, ard the Construction Skills Strategy and also time-limited, so that it does not create a
£/ dependency on migrant workers and signals a requirement for employers and industry to
. ,Plan for the future workforce.



4 agree that the package of changes to immigration settings outlined in this paper is includéﬁ"“I y
as part of the targeted consultation with construction sector stakeholders on the Action(] oM

Plan to deliver the Construction Skills Strategy. O ;‘J

]
5 note that following the consultation | will work with the Ministerial Group on the

Construction Workforce, and the Future of Work Ministerial Group to refine the package as
necessary and bring key decisions back to this Committee for agreement.  (*
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Authorised for lodgement A\
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