
To whom it may concern,  
 
Please find enclosed the McKell Institute’s submission to the Construction Industry Training 
Fund Act (1993) Review.  
 
The McKell Institute is a non-profit research organisation dedicated to identifying practical 
policy solutions to contemporary challenges.  
 
In this submission, the Institute draws attention to the deficits with the current appointment 
process of the CITB board.  
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There is a broad literature on the efficacy of governing boards of various compositions. Much 

of this literature is focused on corporate boards — the boards governing private sector firms, 

the performance of which can be measured by metrics common to all private firms, such as 

profits or share prices. Given the specific mandates of boards governing statutory authorities, 

meta analyses of board performance in these statutory entities is challenging to conduct. 

However, lessons can be drawn from the literature examining the composition of private 

sector boards to inform best practice in the appointment of boards governing statutory 

authorities, such as the CITB board.  The existing literature typically finds no adverse impacts 

to organisational performance resulting from employee representation on boards, whether 

this be in private sector boards or other decision making bodies.  

 

Literature suggesting negative effects of worker representation on boards is 
thin  
 

Opponents and proponents of workers’ representation on boards both cite individual papers 

to justify claims that their preferred governance model has the best outcomes in terms of 

organisational performance. The reality is, however, that it is challenging to accurately 

quantify the direct correlation between the composition of a board and the performance of 

the organisation it governs. 

 

Studies attempting to quantify the specific impact on productivity or shareholder returns 

resulting from employee representation on corporate boards are typically inconclusive. 

Several studies have noted modest gains in overall productivity and performance in firms with 

employee representation, but often cite various caveats.  

 

Jones (1987), using British retail cooperatives as his case study, identified that co-ops with 

workers on their boards ‘modestly increase(ed) productivity’iii.  Other attempts to determine 
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“By impeding the ability of shareholders to respond to negative shocks in the economy, 

employees make holding shares riskier, but protect themselves”.vii  

 

The challenge with this position is that it exaggerates the influence of minority influence on 

the decision making of boards. In no legislated regime do employee representatives 

constitute a majority on corporate boards, and there is no suggestion in this submission that 
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Overcoming information asymmetries between workers and employers a 
benefit to all  
 
A common argument against workers on boards is that the presence of labour during board 

decision making could skew the board from making important decisions that may be of a net 

benefit to the firm, while coming at the expense of employees. There is some evidence, 

however, that the opposite can be true. Furbotn & Wiggins argue that overcoming the 

asymmetry of information between employees and management is a pre-requisite to 

informed decision making and bargaining between both management and employees.  The 

authors argue: 

 

“If appropriate decisions are to be taken, corporate employees must not only have 

access to certain types of strategic information but have the confidence that the 

information received is reliable. Under (ideal) structures…labour directors will possess 

exactly the same information as other directors and have access to business data 

possessed by management”.  

 

Furbotn & Wiggins argue that in this circumstance, mutually detrimental bargaining tactics by 

both labour and management can be avoided, and management can better to avoid closures 

of businesses because employees have visibility over business data just as management does: 

 

“Inefficient plant closure may occur precisely because imperfect information (and 

consequent labour suspicions) rule out a wage cut beneficial to both labour suppliers 

and capital owners. Presumably, labour participation on boards of directors can help 

overcome this type of problem”.  

 

In the context of the CITB, these lessons would suggest that a more equal balance between 

employer and employee representatives on the board would lead to more equal flow of 

information regarding the CITB’s activities among employees and employers in the 

construction sector. This would be advantageous to all parties.  
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The SA Government has accepted the benefits of improved worker 
representation in other contexts  
 
The notion of expanding worker representation in important decision making bodies in South 

Australia is not new. In his recent review of another key South Australian institution, 

SafeWork SA, John Merritt recommended that the organisation consider the appointment of 

additional worker representatives in its decision making and oversight processes.xii  

 

Recommendation 4 of the Merritt Review  proposed the establishment of a SafeWork SA 

Oversight and Advisory Council, or SWOAC. The composition of that council, Merritt 

suggested, should be balanced, with worker representatives and employer representatives 

being given equal representation on the newly proposed entity. It should be noted that the 

Government has accepted this recommendation.  

 

Merritt proposed that the SWOAC be composed of five employer representatives and five 

employee representatives, as well as other key stakeholders in workplace safety in the state. 

The rationale behind this equal employer and employee representation on the proposed body 

is that more balanced representation can lead to better decision making outcomes, and 

enhance the legitimacy of the proposed SWOAC. Similar principles apply to the composition 

of the CITB board.  

   

&
 &
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• 3 impartial members nominated by the Minister, meeting a reformed criteria of 

impartiality.  

• 1 Presiding Member nominated by the Minister, whose appointment would be 

conditional to support from a majority of the board.  

 

Resorting to the pre-2019 board composition requires increased checks and balances 

Were the Act amended to re




