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The CHAIRM AN — The Economic Development Committeeis an all-party committee inquiring into
two separate areas. the impact of the GST on the competitiveness of small and medium-sized businessesin
Victoria; and Workcover premiumsfor 2000-01. | advise al present that al evidence taken by the committee,
including submissions, is subject to parliamentary privilege and is granted immunity from judicial review pursuant
to the Constitution Act and the Parliamentary Committees Act.

| welcome Mr Ken MacLeod from Strap Engineering. Mr MacLeod, | understand you wish to talk to the
committee about Workcover and not GST. Will you tell the committee your position with Strap Engineering, then
present your submission, after which committee members may ask you some questions.

Mr MacL EOD — Three and a half years ago Strap Engineering employed six employees. At that timeiit
got the opportunity to go into partnership with aNew South Wales company, ANG Engineering, and from that
stage it has grown from employing 6 workers to 50 workers. Our mainstay businessisthe wine industry. We
supply tanks and services for the fabrication and construction of wineries. Over the past three years we have seen
our premiums jump as our work force hasincreased. In the past 12 months we have been pretty stable and our
Workcover premium has gone up by 50 per cent.

The CHAIRMAN — Y our Workcover premium has gone up 50 per cent.

Mr MacLEOD — In oneyear. ANG has been involved in the wine industry for 30-odd yearsand is
viewed probably as one of the leadersin wine industry technology and fabrication. It hasjust branched out into
South Australia, so the group has workshopsin New South Wales, Victoriaand South Augtrdia. In the past it was
very smart and elected to put workshops at the centre of its business focus, and that may be where it got the best
incentives and help along the way. Early on when we started at Strap Engineering, from when | went into business
by mysdlf and then went into partnership, we got agovernment grant to help us set up in Victoria. At that stage it
was pretty lucrative to bein Victoriaand work here.

Asthe committee knows, Workcover premiums are going up. Ten years ago the company decided to pull out of
South Australia because the Workcover premiums made it pretty difficult to function. It was easier to put thingson
trucks and trangport them than employ people. That isthe way we have looked at it. | hopeit does not get to that
stage again because people are acommodity that we need. The wine industry fluctuatesin its demand and if you
have not got people there to meet the demand, | suppose we cannot meet what happens. In the past we were not
able to meet some of the shortfal, not only in Victoriabut al other states.

The CHAIRM AN — Has the premium increase had on effect on reducing the potentia to expand your
business, or on dampening your desire to put on more employees? What isthe red effect on the business?

Mr MacL EOD — At the end of the day the customer is the person who pays the premium, doesn’t he, or
we have to wear it in our margins. | daresay if the premium keeps going up, our company will then look at
technology to perhaps replace people working for us. | assume there is technology out there. It might mean we have
to go to Europe to find the technology we need to maintain that profitability. Oneway of doingitisto replace
people with machines, which is not dways the best way to go.

The CHAIRMAN — In the short term would you say the increase has affected the profitability of your
company, or are you able to pass on the increase?

Mr MacL EOD — At this stage, with the buoyant nature of the wine industry, some of that has been
passed on. In the past couple of yearsit has got alittle more competitive out there. Asyou al well know, when
things are good people out there are seeing everyone else making aquid, so they want to do the same thing. They
all want to hop on the bandwagon. When things slow down it will be pretty competitive out thereand | daresay a
company such as ours will have to wear some of the margins if Workcover keeps going up.

Mr McQUILTEN — You are aware that the industry will dow down. A wine lake has been predicted
around the world. Presumably there will be lots of competitors, asyou are saying, so there will be some tough times
ahead. Of your two operations, presumably you have onein Victoria?

Mr MacLEOD — Yes.
Mr McQUILTEN — And onein New South Wales.

Mr MacLEOD — Yes, and onejust started in South Australia
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Mr McQUILTEN — Have you looked at the differencein cost of the two premiums; the premium in
Victoriaagainst the premium in New South Wales? | understand in Victoriathe cost is 2.86 per cent and in New
South Walesit is 3.2 per cent. Have you noticed that difference?

Mr MacLEOD — | am probably not the best person to answer that. This morning | rang the accountant in
Griffith and he said if it was more profitable to employ more people in Victoriawe would be aiming that way. It is
comparable. | am not sure about South Australia. It has only been running for amonth and a half.

Mr McQUILTEN — | may have those figures wrong.
Mr BEST — What has your claims experience been like? Have you had many claims on Workcover?

Mr MacL EOD — It dl depends on what you call aclam. | do not call acut finger aclaim but our track
record at Strap Engineering has been pretty good. We have had a couple of claims but that is the nature of the
engineering business.

Mr BEST — However, they have been small claims and not mgjor settlements where court action has
been taken?

Mr MacLEOD — No, and | hopeit never happensthat way.

Mr BEST — With theincrease in your employee levelsfrom 6 in 1997 to 50 now, have there been
sudden bursts of employment increases, or has it been incremental ?

Mr MaclL eod — We went from 6 to 25 in one hit, and then basically we have grown up to be— | think it
is47 at the moment. For the past 12 months we have been pretty stable at 40 to 50, but we grew from 25 to 50 once
we moved to our facility at Irymple. There was a steady growth in that year from 25 to 40.

Mr BEST — Have you been given any explanation on why your premium has increased the way it has?

Mr MacL EOD — Not redly. My job isto manage the production facility. Our accountant |ooks after that
sort of stuff. | assume laws have changed where legidation is probably making it easier for people to claim against
us, and things such asthat. | daresay somebody hasto pay for it, and it is us as employers, | suppose.

Mr CRAIGE — Isthere aspecidist category for stainless steel workers or are you grouped in
engineering?

Mr MacL EOD — We are grouped on the engineering side of it.

Mr CRAIGE — Do you think Workcover understands the difference between working with stainless
steel and the work involved in anormal engineering operation, becauseit is entirely different from workingina
foundry and working with a different product?

Mr MacL EOD — | think the potential hazards are the same, yes.

Mr CRAIGE — When you said stainless steel workers are aspeciaist group, can you replace them with
technology?

Mr MacL EOD — In my workshop environment probably 5 per cent of my workers could be replaced
with some form of technology. It is very expensive technology, that isall.

Mr CRAIGE — Hasthe company looked at it?

Mr MacL EOD — Yes. | hopeto go to Europe in September to look at some of the possibilities, which |
hope will not cost us workers but will mean we can put more workers on because we are more cost effective with
our end product. That is part of that competitiveness when things quieten down.

MrsCOOTE — During the last election, as part of itspolicy the ALP said it would increase the
Workcover premiums. Were you aware they were to beincreased and, if so, what were you expecting? It was
obvioudly not 50 per cent.

Mr MacLEOD — Itispretty hard for me to answer that because the financial control of the company is
based in Griffith. We were expecting it to go up, and | daresay you could not expect it to stay aslow asit was. | can
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remember when it wasit was as 10 per cent for our trade in the old days. We have donefairly well but it isnow
creeping up again.

MrsCOOTE — What if there were to be increases next year? Y ou have aready explained about
technology and that you would use technology to reduce workers. What other impact would a hefty increase such
asthishave you on you next year, if there were to be another?

Mr MacLEOD — As| said, we would try to passit on to the customer, or try to wear it within our
overheads. John said that it will dow down somewhere, but nobody knows when. The aim of the company isto try
to get it well established so that when the dowdown comes we do not have to put workers off. We are currently
working 50 to 55 hours aweek. When the dowdown comes, we will go back to anormal working week to try to
keep dl our workers employed for when that next rush happens. Y ou said we are creating alake.

Mr McQUILTEN — It isaworld lake, that isthe problem.
MrsCOOTE — Do you have a hedlth and safety education program in place?
Mr MacLEOD — Yes.

Mrs COOTE — If incentive bonuses were offered, would that help increase the work safety, or would it
be some measure to address the high premium? Would that make a difference to you?

Mr MacL EOD — Yes. Accidents will dways happen no matter what you do. Wetry to train employees
by using induction programs, but unfortunately the accidents still happen. If there is an incentive there, we could
employ somebody part time or a consultant to help employers such as us train more people in occupational health
and safety, which theoretically should reduce our premium. It is an interesting question.

Mr CRAIGE — Do you know what your premium rate was in money terms, and what it has gone to?
Mr MacL EOD — Do you mean proportionate with our wages?

Mr CRAIGE — No. What was it and what isit now? Can you give the committee some detail ?

Mr MacL EOD — In the past 12 monthsit has gone from $42 242 to $60 836 with basically no — —
Mr CRAIGE — Increasein sdary?

Mr MacL EOD — The sdlary would have increased but it is due to pay rises, not to personnel. We have
been pretty stable over the past 12 months with our personnel numbers.

Mr CRAIGE — You said you have had some minor claimsin the last financial year?
Mr MacLEOD — Yes.

Mr CRAIGE — And you have not had any huge salary increases.

Mr MacLEOD — No.

Mr CRAIGE — You said you thought it would go up but do you know why? Have you any ideawhy it
has gone up?

Mr MacL EOD — | assume that the past system was not functioning very well financialy.
Mr CRAIGE — And it needed more money.

Mr MacL EOD — That isnormally what happens. If | cannot build atank for the right price | haveto
charge more. People sdll insurance and that is basically what Workcover premiums are— an insurance policy.

Mr CRAIGE — Were you aware of the reintroduction of common law?
Mr MacL EOD — | know as an employer that it is becoming frightening.
Mr CRAIGE — With respect to your obligations?
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Mr MacLEOD — Yes. You may find that various employerswill eect not to employ for that very reason
of common law. | am not saying an employer should not be responsible, but we do our utmost to provide asafe
working environment and you cannot help it if abloke comesin and turns his brain off. That might get back to
training.

Mr CRAIGE — Do you know what your industry rateis, what classification your businessis on, what
percentage?

Mr MacL EOD — Personally, no.

The CHAIRMAN — Mr MacL eod, thank you for coming along today. The committee knows that you
have come along in abusy timein your industry and appreciatesthat. A copy of the transcript of our discussions
will be sent to you to make any suggested corrections.

Witnesswithdrew.
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The CHAIRMAN — | welcome Mr Burrows to the committee’ sinquiriesinto the GST and Workcover.
Do you wish to speak about both, Mr Burrows?

Mr BURROWS— Mainly about Workcover. Previoudy | had awholesale company and retail business
interposed, 0 | know something about what is happening. | am finding it harder now with GST than when |
operated both companies. | could answer questions on both references.

The CHAIRMAN — | indicated earlier that because the committee needs to have separate transcriptsit
will deal with one set of questionsfirst and go to the second matter later.

All evidence taken by the committeeis subject to parliamentary privilege and is granted immunity from judicial
review pursuant to the Congtitution Act and the Parliamentary Committees Act. Mr Burrows, would you like to
make an opening statement? | presume you are the owner or proprietor of Burrows Jewellers?

Mr BURROWS— | am awatchmaker. Severd yearsago | started aretail business and now run about
four different retail shops. | have been in the trade for about 20 years. | find it difficult to understand Workcover as
| am not like alot of peopleinthat | am not highly educated. It is difficult to handle matters since the system has
changed; the new system is more complicated. | liked Workcover the way it used to berather than theway it is
now. We have been allocated severa different insurance companies and wefind it hard to work out our premiums.
More often than not we end up ringing them and saying, ‘ How much do we owe you? . | do not know therating for
my industry, but | know that last year my main store— Graeme Burrows Jewellers — paid HIH Insurance $1200.
Thisyear our premium is$3587. That isalarge increase.

MsDARVENIZA — Inoneyear?

Mr BURROWS— Yes.

MrsCOOTE — For one shop?

Mr CRAIGE — With no increase in the number of employees?

Mr BURROWS— One employee. Previoudy we used to get a discount for no claims made by us on the
system, but now no-claim discounts are not available, so far as| am aware.

Mr THEOPHANOUS — When you say ‘before’, are you talking years ago, under Workcare?

Mr BURROWS— When oneinsurance company was taken over we got a discount from the company
we were with — | think it was Mercantile Mutual. It dropped out and changed industries. | am covered by the shop
assigtants and watchmakers category. Watchmakers come under the metal trades, but in our game it is hard to make
aclaim for sticking a screwdriver into your finger asit is not adangerous industry.

The categories are specific — that is, if you arein the metal tradesyou are classified as being in the metal trades. It
is hard to find out whether awelder is on the same rate as awatchmaker. Y ou ring them but it is difficult to find
out, so you pay your bill and keep quiet.

Our Workcover premium has doubled, but | cannot passthat cost on; it hasto be absorbed. More and more of these
things need to be absorbed so that our net profit has dropped afair bit through some of the extra costs, not only
Workcover. That affects usto a degree. We have never had aclaim on Workcare or Workcover in 20 years.

Mr CRAIGE — You have never had aclaim?

Mr BURROWS— No, | believeit depends on how you look after your staff. From my understanding of
the system you could have aclaim if an employee wanted to lodge a claim. When | was asked to appear today |
took it upon myself to speak firgt to afew people about their premiums,; most have increased by 80 to 100 per cent.

The biggest concern of most peopleisthe reinstatement of common law. | am frightened of it, as are others. | asked
HIH, my insurance company, how | stand so far as common law is concerned. They could not tell me. | do not
know to what extent | am liable under common law, but the people here | spoke to say the insurance companies
appear keen to pass claims on to common law rather than pay them out. | spoke to awoman who had damaged her
foot in the supermarket. Because she supplied goods to the supermarket it advised her to put it through her own
company, but her company said, ‘“Wewill pay you out but now you need to sue the supermarket, Woolworths,
because you can get something out of it under common law’. It istoo easy for them to passit over.
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Mr THEOPHANOUS — Whether it iscommon law or weekly benefitsit isstill paid by the insurance
company. | do not understand your point.

Mr BURROWS— Common law goes through the solicitor, doesn't it?

Mr THEOPHANOUS — lItisdtill paid by the insurance company. The insurance company covers wages
and common-law claims; it isnot passed on to somebody el se.

Mr BURROWS— That is not theimpression | have been given by people.
Mr THEOPHANOUS — Somebody is giving you misinformation.

Mr BURROWS— They have been told they haveto go to a solicitor and then claim through common
law. | have never had aclaim, but people say they are concerned about that.

If I were asked how | would change the system | would say we should reintroduce the discount system. Itis
encouraging not to have aclaim if you know your premiumswill be better. That completes my summary.

MrsCOOTE — Did you expect to have such a high premium increase?

Mr BURROWS— No, we were told the industry rate would probably go up by about 17 to 20 per cent. |
was surprised.

MrsCOOTE — Y ou gave us one example; what about the other shops?
Mr BURROWS— It was basically the same.

MrsCOOTE — Isyour understanding from other peoplein similar sorts of industriesin this town that
they were surprised, that they were not expecting premiumsto increase to that extent?

Mr BURROWS — Nobody expected it to increase as much asit did. If | add up my stores the turnover
would be more than $1 million. Y ou may say that $3500 is not much, but when you add it up it eatsinto profits. In
the past few years we have gone from anet profit of 20 per cent to 8 per cent or 10 per cent. It has been continually
eroded by thingslike thisthat you cannot pass on.

Thereason | favour insurance premium discountsisthat in the jewellery trade you are prone to losing windows, but
half thetime | do not claim because | know my premiums would be affected if | put in claims. Y ou have to weigh
up whether it is advisable.

Mr THEOPHANOUS — Returning to what you said about the bonus scheme, under the old scheme —
that is, before the Kennett government changed it — there used to be abonus and penalties scheme for small
businesses like yours. Isthat what you are referring to?

Mr BURROWS— Yes.

Mr THEOPHANOUS — Did your premium go up after the change to the new scheme introduced by the
Kennett government?

Mr BURROWS— | don't think it varied much; | was not aware of any major increases.

Mr THEOPHANOUS — But you prefer the old scheme whereby if you do not have accidents, you can
get abonus?

Mr BURROWS— Y ou should be rewarded, yes.

Mr THEOPHANOUS — What percentage of your premium increase has there been across the whole
business from the previous year?

Mr BURROWS— | only went back through last year' s computer figures for my store in town, which
was $1200; this year it is $3587.

Mr THEOPHANOUS — | find that surprising, unless you have had an increase in the payroll. Hasthere
been an increase?
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Mr McQUILTEN — What was the payrall the year before?

Mr BURROWS — | do not have the figures. That approximate $3500 is based on $171 000 and | do not
believe my payroll would have been much different in the previous year, but | could be wrong. The only variation
could beinthat | used to run awholesale company in conjunction with the retail business. | used to move two
wages from the jewellery shop into that because the office was at the back of the shop. At the most it would be
$40 000.

Mr THEOPHANOUS — I find it difficult to understand. Y ou should not be faced with more than a
17 per cent increase as amaximum because 17 per cent takes account of common law and the GST. Small business
has had a 20 per cent cap placed on it, anyway. Would you have a problem with the committee looking at your
Workcover fileto try to figure it out?

Mr BURROWS— | don't mind at all. My employee number is 1694237. When you run abusiness and
arefaced all thetime with these small problems, half thetimeit is easier to pay them rather than argue because | do
not fully understand the system.

Mr BEST — What was the process by which you sought an explanation? Y ou said you changed
insurance companies. Can you tell usthe way in which you queried the increase in your premium, which looksto
be about a 200 per cent increase?

Mr BURROWS— We had alot of problems. Because | have run the wholesale company and aretail
company, and then expanded, at one stage we had problems with our figures. | went to Melbourneto try to sort it
out. The government changed the system and went into the private insurance companies. | do not know whether the
first company we were with mucked it up or we mucked it up. In the end they changed direction and we were put
with another insurance company at the suggestion of the first company we were with. We are now with HIH
Insurance. They seem to be handling it differently. It has gone up, but | do not know whether we were handled
incorrectly at first.

Mr BEST — What isHIH’s explanation about the increase from $1200 to $3500?

Mr BURROWS— They send you aform in which they ask you to estimate your wages for the next
12 months; we did that. If it was not right at the end of the 12 months you would send in your actuas and they
would send you ahill for the difference. Perhaps when you look at my file there may be reasons for it, but wefind
it hard to get areason for theincrease.

Mr BEST — The support and information you get from the insurance companies is less than adequate for
you to competently run your businesses?

Mr BURROWS — For $200 it isjust not worth mucking around with.

Mr BEST — Your attitude is that your timeisfar too valuable to be mucking around with this. It must be
right and you will put up with it?

Mr BURROWS— | have enough customers giving me trouble, so why worry about one insurance
company that will give me alittle bit of trouble but | can pay it and get it of the road. | know it is not the right
attitude but it istrue.

Mr BEST — Your timeis money.

Mr BURROWS— And | am sitting on the phone, on a Melbourne phone call, and half the time someone
from the office will ask mewhere | am from. When | say | am from Mildurathey ask what suburb it is. They do not
realise you are sitting on a phone.

Mr BEST — So far asabusiness operating in country Victoria, you face severe disadvantagesin dealing
with metropolitan insurance companies.

Mr BURROWS— | believe those companies should have regiond offices, or they could call me back.

Mr BEST — Or provide an 1800 number so there is not a disadvantage in the STD charges you are forced
to pay.
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Mr BURROWS— Eighteen hundred numbers do not work. There are never enough lines. Y ou can never
get through. It isvery difficult to get aresponse from 90 per cent of the people who use 1800 numbers.

Mr BEST — Itisagain that isolation, disdocation and remoteness that causes you difficulty?

Mr BURROWS— Yes. Normally if we have too many problems| wait until | go to Melbourneto sort
theissues out unless we have to sort something out earlier.

MsDARVENIZA — Do you support an experience rating system where employers who experience more
accidentsin their workplace pay more and those who have fewer accidents pay less?

Mr BURROWS — Very strongly.

MsDARVENIZA — Y ou made a couple of comments — once when you were giving your submission
and once when you were answering a question — about arange of other costs that were affecting your business
apart from Warkcover, and affecting your ability to maintain your profits. Can you tell the committee about what
some of those other costs are?

Mr BURROWS— We have our loca rates, and that controls our costs abit, but there is also a city heart
levy that has been put on the business and that is about $1000 a year on each of the businesses. Then thereisan
economic and tourism levy that is put in. When you start adding them dl up they run away with afair bit of money.
They arethetypes of things | am talking about.

MsDARVENIZA — Mogt of those are council chargesthat are set by the council.
Mr BURROWS— Yes.

Mr CRAIGE — Y ou were aware, because the Bracks government made it clear, that common law would
be reintroduced. Were you aware of the size of the increase that would occur as aresult of the reintroduction of
common law? It is 17 per cent for common law and GST.

Mr BURROWS— No, | honestly did not fully understand it. | have a doctor friend and he was the only
person | spoketo when it first camein who was concerned about it, because he was worried about his estate. | do
not know whether doctors are different from me. What concerned me isthat | am working all thistimeto set up a
family trust and someone can tap into that family trust for some mistake someone made on my behalf. | could be
totally wrong. From my way of thinking | cannot understand why my estate would be tapped into if someone who
was working for me made a mistake. It is aroundabout way of putting it.

Mr CRAIGE — Obvioudly there is some concern about common law. | was interested to hear that when
we went from the previous system of Workcare and the incentive scheme was removed that there was no real hike
inyour premiums, but clearly with the introduction of common law there has been asignificant hike.

Mr BURROWS— Yes,

Mr CRAIGE — Areyou aware of theindustry rate? Do you know what rate you are in? Are you aware
of whether your classification has changed or not?

Mr BURROWS— No, | do not think it would because | think | am under retail tradersfor the shop
assistants, and | am not one of those borderline applications.

Mr McQUILTEN — It has gone up one level. Y ou are not under jewellers and watches because you have
gone up if you are under that category.

Mr CRAIGE — Nobody really knew about it, but in the dead of night the Labor government snuck up
behind you. Were you aware as an employer that there had been and would be changes to your industry
classfication rate?

Mr BURROWS— No, but | have never been redlly aware of it. | have been in the metal trades and the
retail area, that isabout all | know. It isone of thosethings| knew | had to pay, so | paid it.

Mr CRAIGE — Y ou accept the fact that you just pay the bill at the end of the day and that isit.
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Mr BURROWS— Yes, but it is no different from you. Y ou arein the Parliament. Y ouwerein
government and now you are on the back bench and you have carried on, so we do the same.

Mr CRAIGE — Wekeep fighting; do you?
Mr BURROWS— Of course | do, but I have anumber of other fights so you lay over for afew.

Witnesswithdrew.
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The CHAIRMAN — | welcome Mr Ross Lake from Tasco Inland Audtralia. All evidence taken by the
committee, including submissions, is subject to parliamentary privilege and is granted immunity from judicia
review pursuant to the Constitution Act and the Parliamentary Committees Act.

| understand you wish to address the committee on both Workcover and the GST, Mr Lake. We need to separate
our discussions on those topics so we can have separate transcripts. We will dedl with Workcover initialy. Would
you like to make an opening statement about Workcover?

Mr LAKE — | had intended to talk briefly about Workcover and then at length about the GST. | will
restrict my problems to dot points after | have explained who and what | am. | am the managing director of Tasco
Inland Australia, which is an equity company whose other partner is Exxon Mobil Australia. It isawholesae and
retail fuel distribution business. It distributes fuel in and around Broken Hill, Mildura, Swan Hill and Bendigo —
an area about the size of Victoria— and al pointsin between.

It turns over about $150 million ayear and has a staff of 110 comprised of 60 effective full-time and 50 casua staff.
The casuds are employed primarily in the retail arm of the business. We own 28 service stations and lease afurther
10. Our head officein Milduraemploys 14 people.

| make that latter point because if you understand economic development you will understand that having a head
officein atown like Mildura means that the nature of the jobsisimportant. Most of the jobsin our head office
attract packages of between $40 000 and $80 000 ayear; in regional Victoriathey are reasonable wages. That
compares with our district average wage of $26 000. Most jobs here are based on information technology or
management. In the past two yearsfive of my staff have bought housesin the town. That is particularly important
because as afriend of mine often points out, economic and socia development of rura and regional townsis not
about the size of the pie or increasing its size but about monitoring the number and size of the spoons, and
acknowledging that it will trickle down if your particular economic philosophy is about either getting the crumbs or
getting up onto the table.

Having spent every day of my lifein theindustry, asthe business originally belonged to my father — an industry
much maligned and much misunderstood — | am aware of how the bureaucracy or the public sector and the
political sector misunderstands or struggles with its complexities and often forms views based on perception or
generd ill will.

That hasled to particular ill-conceived legidation over the years and particularly ill-concelved regulatory responses
that have been industry specific. | am afuel distributor and, therefore, not the most popular personin rurd Victoria
at any given point in time.

Also, | have spent 18 years being involved in Mallee Family Care— | am now the vice-president — which isthe
largest human services provider in this community. For the past 10 years | have been treasurer of the Christie
Centre, the centre for intellectually disabled personsin Mildura. Also, | have been chairman of Sunrise 21, the
economic development unit based around a partnership with the Department of Natural Resources and
Environment and networks of community-based organisations. | am the chairman of the Mildura-Wentworth Arts
Festival that thisyear will bring 43 performancesin 20 days of March and has a budget of more than $300 000. |
am aso on the board of Mildura-Murray Outback Tourism.

I list those activities so you can see | can know something about the impact on the community of government
legidation. My views are not particularly restricted to my position as managing director of afue distributorship. |
hope that somehow tempers your opinion of who or what | may be.

At the outset, having spent 20 years as abusinessman — | have also been alawyer and a school teacher — | have
never felt the degree of animosity | now fed towards the net taxpayer-funded political and public sector. Itis
important for me to put on record that | have never felt so disappointed and angry about what is being imposed on
me asasmall businessman in arura community.

If I may stick to the terms of reference about Workcover and particularly the premiums for 2000-01, | am tempted
to make broader comments about Workcover in Victoriagenerally and particularly the role of doctorsin that
process. The premium message is simply this: in 1999-2000 my premium was $40 882, with no claims made, yet
in 2000-01 it is$69 768.41 off asimilar payroll configuration — that is, an increase with the GST of 72.5 per cent,
and an increase without GST of 64.5 per cent.
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Asto theinsurer’ s reasons behind the increases, the pamphlet they circulated to me and which was clearly the basis
on which most of the political press releases were made, said the increases were to cover the reintroduction of
common law and the GST, the changes in benefits and compensation levels, the full funding commitment made by
the new government to be attained over the next three years, my own claims, my industry’s claims, and the extra
lega servicesthat may have been provided by the Workcover insurers.

Theimpact issimply that it isatax, nothing more or nothing less, and the tax has been increased. It is afixed-cogt,
non-discretionary cost in my business and is difficult to recover. It has been particularly difficult to recover given
the peculiar industry specific pressures that were exacerbated and caused by the federal government’s and the
Australian Competition and Consumer Commission’s dollar margin rules, the introduction of the GST and the
ongoing competitive pressuresin my industry. In terms of the future, | do not want to say alot about Workcover. It
is clearly adamaging expense within our business. If | had $29 000 | would rather employ one more kid than send
the money to Melbourne. It would be far more valuable for the community. In terms of the future, the capping of
claims and the capping of premiums need to be examined, and the capping of premiums needs to be attached to
some consumer price index (CPI) or something. The deductible payrall levies need to be increased. Greater
rewards or greater discounts are needed for individual businesses on the basis of their claim histories, and rates
should not be industry wide but should be workplace based where possible, or acombination of that. That iswhat |
wanted to say about Workcover.

Mr McQUILTEN — Under the old scheme if you filled in the form where you predicted your next year's
wage hill that was fine, but if you did not fill it in they would put on CPI of 3 per cent. Under the new changesthey
add 20 per cent to your bill. Do you agree with that?

Mr LAKE — It isdone by my administrative staff and not by me personaly, of course. It isaways
predicted on the basis of the previous year’ s history and whether you have added or subtracted any staff or you are
planning to add or subtract any. There are actualy 42 profit centresin our business. That meansthere are
42 separate businesses that make up the whole. Predicting within 2 per cent or 3 per cent — | guess my payroll tax
isthe best gauge about how accurately | predict between years. My payroll tax is around about $128 000 a year and
last year was $133 000. | do not know how anybody else feels about it but | find it absolutely obscene that asmall
businessin arural community pays $133 000 for the privilege of employing people and then paysafurther
$63 000. That is amost $200 000 worth of fixed costsin Workcover tax and payroll tax. | do not think | got those
wrong because the reconciliation against total payroll isyour payroll tax bill. That is not an issue; the form would
have been sentin.

Mr McQUILTEN — Areyou sure of that?

Mr LAKE — | am absolutely positive. By now | would have had areconciliation. Remember that both
those are discrete years that have aready finished, so both are end of financial year figures because we arein 2001
and 2002 now.

MrsCOOTE — Y ou mentioned common law and its reintroduction. In your industry, which | guess has
some concerns, will the common law be a problem, looking back retrospectively? The second part of my question
relates to the community groups that you are with. Those groups are quite diversified and it isinteresting to see all
the things you are on. Is common law looming as a major concern for those community areas aswell?

Mr LAKE — I will deal with thefirst part of your question first. The reintroduction of the common-law
right can be looked at in two ways: from the employee’ s point of view, he or she hasagenuine clam, and | guess
those sorts of genuine claims are those that we see highlighted in the Herald Sun; or you can look at it from the
point of view of someone who isaformer lawyer. Quite frankly, al you did was press the cash button on thetill
and it opened. | think the reintroduction of common law isill conceived in terms of its generic introduction.
Probably it should have been thought about in terms of creating a discretion for those seriousinjuries specifically
created by the terms of employment or in employment compared with those ambit claims that we will inevitably
get now because everyone will want adouble dip. Itisjustill conceived. | redliseit isasoft tool. | am not declaring
in any way the nature of my political beliefs, but | realise it was an agreement with the unions and it wasinevitable.

To answer the second part of the question, clearly any fixed cost in acommunity organisation that depends on
either fixed grant income or income on the basis of donation will troubleit. In terms of those individua groups, the
main concern about employing people in volunteer organisations is the administrative burden, and then the
cash-flow burden if you get aWorkcover claim. The established groups — for example, large groups such as
Mallee Family Care or the Christie Centre, which have been around along time — have administrative staff and it

29 January 2001 Economic Development Committee 294



isnot an issue. The smaller community groups, such as my artsfestival, will not employ anyone directly. Everyone
isemployed on contract and they contract their services through another entity to us. We refuse to have people on
direct employment.

| have had a recent issue with Sunrise 21 where a seconded staff member who returned to work duties from another
organisation had to be placed or was requested to be placed in our organisation, and | refused that request until |
had been provided with an indemnity from the initia employer.

Mr THEOPHANOUS — | am abit surprised at the level of increase because the GST and common law
should have been 17 per cent.

Mr LAKE — | am happy to fax you a copy of theinvoice.
Mr THEOPHANOUS — Are you happy for usto have alook at your return?
Mr LAKE —Yes.

Mr THEOPHANOUS — Do you support the experience rating system whereby if an employer has more
accidentsit pays morein premiums and if it has fewer accidentsit paysless? Do you support that scheme?

Mr LAKE — | don’t think it is as black and white asthat. There are clearly someindustries— | refer to
Exxon that says we should have zero accidents, end of story, and | have to report instances down to the spilling of
5litres of fud, for example, and that report hasto go al the way back to Singapore. We report perhaps three
incidents aweek. Within that climate, you have to have ablend of reward and discount down to the workplace
level so that within industry categories people can be re-categorised. We have been in businessfor 45 yearsand |
think we would have had five claimsin those 45 years.

Mr THEOPHANOUS — Y our industry rate went up last year?

Mr LAKE —Yes.

Mr THEOPHANOUS — That is because of accidentsin the industry?
Mr LAKE — That is because of other peopl€' s accidents.

Mr THEOPHANOUS — That isright, but you have to have some benchmark to use. Does not the whole
industry haveto look at its safety record?

Mr LAKE — | am saying it should be ablend. | do not know that | should be pendised for other people’s
poor performance.

Mr THEOPHANOUS — Y ou keep referring to Workcover as atax. Would you refer to the insurance on
your car asatax?

Mr LAKE —Yes.
Mr THEOPHANOUS — So you consider any form of insurance to be atax?

Mr LAKE — Not any form of insurance. Workcover for meisatax; it isan administrative burden; itisa
fixed cost.

Mr THEOPHANOUS — Itisacost.

Mr LAKE — Itisatax against employment and it should be shared.
Mr THEOPHANOUS — That isastrange definition of tax.

Mr LAKE — That istheway | seeit.

Witness withdrew.
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The CHAIRM AN — Would you make a statement to the committee on Workcover.

MsMUNRO — By way of explanation, John has been in New South Wales until prior to Chrissmas so he
is running a New South Wales business and had New South Wales workers compensation. He will experience
Victorian workers compensation soon. Donna Brown subcontracts painters and they have experienced Workcover
increases aswell. | can give the committee the figuresand | can tell it how much it has gone up, but the committee
probably knows that anyway.

MsDARVENIZA — Can you give the committee your premiums?

MsMUNRO — For the 19992000 year we had awage figure of $132 506 and our premium was $2927.
Our estimate naturally for this year was alittle bit higher at $155 000 and it went up to, excluding GST of course,
$4838.37. | may be wrong in working thisout but | figure our estimate is that wagesincreased 17 per cent and
Workcover went up by 65 per cent. That is how our estimate was worked out. In our businessit is difficult to find
people. We fluctuate between apprentices, full-time workers and casuas. Workcover has gone up and we have no
way at al of passing this cost on to our customers because we cannot put up our rates.

Mr JUDD — We had ameeting with Marsha Thomson and afew ministers that came up afew months
ago and we brought it to her attention then. We asked if there could be an incentive if businesses do not claim, an
incentive rate. A lot of small businesses have probably never used their workers compensation or their Workcover
and they are gtill paying the maximum premiums. Maybe there should be something in the system whereby if
businesses do not use it for anumber of years they should be on adiscounted rate, or havelevels 1, 2 and 3, aswith
the insurance companies.

Mr THEOPHANOUS — That used to be the old system but it was changed by the Kennett government.
Mr CRAIGE — The Bracks government introduced the new scheme of common law.

MsMUNRO — So, we cannot win. The other thing that really annoyed me — and this did not affect
John — was that we had to include superannuation in the calculation of our wages. | redly felt that was alittle
harsh on us, because after dl do they get paid superannuation when they are on Workcover?

MrsCOOTE — What sorts of claims have you had?
MsMUNRO — We have not had any.

MrsCOOTE — Over the past five years.

MsMUNRO — We have been in business for 18 years.
MrsCOOTE — Hasthe industry payments rate gone up?

MsMUNRO — Wefind it difficult to get that sort of information. They do not want to giveusa
percentage.

MsDARVENIZA — What industry areyou in?
MsMUNRO — Wewould cal it the body repair industry, | suppose.

MsDARVENIZA — Do you have any understanding of why the premiums have increased, apart from
the 17 per cent increase in wages?

MsMUNRO — Yes. | knew common law was being introduced again and | knew it would do nasty
things to our premiums for sure, because when it was deleted as a business person | honestly thought, ‘ Thank
goodness someone has seen reason because thereis no way it needsto bein when there is compensation available'.

MsDARVENIZA — Do you have any difficulties with the committee getting some information from
Workcover about why your premiums have gone up that much?

MsMUNRO — No, that isfine.

Mr BEST — In dealing with your insurance company hasit been forthcoming with help, assistance,
information and explanations on what has happened to your premiums?
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MsMUNRO — Not alot. We contacted our local member, Russell Savage, and spoke to him about it.
We knew what was happening. In part of my address | was going to say that small business operators are too busy
trying to run their businesses, keeping their customers satisfied and keeping their staff employed and happy, and do
not have timeto be writing letters. | have afolder of letters| have written here to the ACCC. | have probably
wasted much time over the past six months.

Mr BEST — My concernis about the lack of service the insurance industry is giving clients for whom
they act. | was interested to know about your insurance company. Isit in Mildura?

MsMUNRO — No, Mercantile Mutual used to have aloca office here but are now in Bendigo.
MrsCOOTE — Do you find that being in Mildura or regiona Victoria has caused even more problems?

MsMUNRO — Being in small businessisthetrick. | do not know that being in arural area makes much
difference. | doubt it would be any different even if you werein Melbourne, went to the office, knocked on the door
and said, ‘I've got aproblem’. | knew the premium was to increase because of the reintroduction of common law.
So, what do we do? We have written letters, but they said, ‘ Sorry, thereis nothing we can do’. That'sthe end of the
story, how far do we go? We do not have time to be spending hours on the computer when we have other
day-to-day problemsto be solved.

Mr THEOPHANOUS — Y ou redise that common law should not be a concern for you if you run asafe
workplace?

MsMUNRO — That isright.

Mr THEOPHANOUS — Y ou would not have to worry about it because so long as you, as an employer,
do not cause an accident you would never have acommon-law claim made against you.

MsMUNRO — But we are now paying for that.

Mr JUDD — We have just shifted into a new shop. The rules and regulations for our ovens and paint
rooms are unbelievable. | made sure the place was certified. | repest: shouldn’t the shopsthat have al that in place
be rewarded?

Mr THEOPHANOUS — | remember you saying you were in businessin New South Wales and had
cameto Victoria?

Mr JUDD — Just over theriver.

Mr THEOPHANOUS — Did you notice any difference? The average for Workcover in Victoriais il
around 2.2 per cent and the average in New South Walesis 3.5 or 3.6 per cent. Have you noticed a reduction since
you came over the border?

Mr JUDD — We have not received anything yet so | cannot comment.
MsBROWN — From 1996 to 1999 our premiums have changed, and in 2000 they increased to $4300.
Mr BEST — From what?

MsBROWN — From between $2200 and $2700 in the previous four years. We had it amended to $3800
but it is still significant.

The CHAIRMAN — Isthat the figure for 1998-997?
MsBROWN — From 1996 to 1999.
The CHAIRM AN — Do you have specific figures for 1998-99?

MsBROWN — Yes, it wasincreased to $3846 after it was amended from $4300. We had achangein
employment circumstances.

MsDARVENIZA — With an increasein staff?
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MsBROWN — No, adecreaseto bring it down.
Mr BEST — Did you put somebody off?
MsBROWN — Hewas acasua employee who found full-time work elsewhere.

MrsCOOTE — Would a premiums increase of the same rate put pressure on your employing people
next year?

MsBROWN — | would haveto say yes.

MrsCOOTE — That appliesto all of you, soif the premiumsincrease next year at the same rate they did
this year you would have to look at putting people off?

MsBROWN — Not putting them off but not being able to expand.

MsMUNRO — We have been in the happy situation of having three apprentices and the Workcover
aspect did not apply. Now one hasfinished and we are employing more trained staff because of the situation. The
Workcover rates are higher.

The CHAIRMAN — Thank you for your evidence. We will send you copies of the transcript to which
you may suggest minor aterations only.

Witnesseswithdrew.
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The CHAIRMAN — | welcome Graeme Martin. All evidence taken by the committee, including
submissions, is subject to parliamentary privilege and is granted immunity from judicia review under the
provisions of the Congtitution Act and the Parliamentary Committees Act. | understand you wish to talk to the
committee about Workcover and the GST?

Mr MARTIN — Yes.

The CHAIRM AN — So that we will have two separate transcripts we will deal with each separately.
Initially we will deal with Workcover.

Mr MARTIN — | am the managing director and operator of the wholesale division of Martin Petroleum,
afuel and ail distributorship based in Mildura but servicing the Riverland and South Ausgtralia, the south-west of
New South Wales and down asfar as Ouyen in north-west Victoria. We are ardlatively smal player in the game
through distributing about 40 million litres, which is probably well below most that will be regarded as economic
unitsin the future.

We employ 18 full-time people in the wholesale division and operate 5 retail outlets where we employ 5 full-time
people and 35 casua gtaff. The business was commenced in 1963 by my father. My brother, who looks after the
retail side of the business, and |, are the principals of the business.

| have copies of your Workcover terms of reference. | understand paragraph A concerned the reason for the level of
premiums. In 19992000, based on awages estimate of $370 000, our premium was $6224. We received
notification from Mercantile Mutual as the administrator via, | think, QBE Insurance that the premium for the
2000-01 financia year, based on a $381 000 wages estimate, was to be increased to close to $11 000. The
correspondence mentioned the average rate of increase was 2.2 per cent but our increaseisfar higher than that.

Mr THEOPHANOUS — What was the exact amount?
Mr MARTIN — It was gpproximately $10 700, but | could furnish that later.
Mr THEOPHANOUS — Do you mind if we ask Workcover to give usthat information?

Mr MARTIN — Sure, | have no problem with that. As amatter of background, | did not necessarily have
any problem with increasing premiumsif that was the judgment of the government of the day due to changes. My
major concern for our business was that the increase was a cost imposition that we were unable to recover in the
marketplace largely dueto political and media pressure in our game. That was our single biggest beef: how do we
recover the increase without drawing massive attention to ourselves through our fuel prices? At the sametimewe
were faced with an extreme press campaign over the new tax system and the unfortunate world impact on prices,
with fudl pricing appearing to be the economic issue of the day. | can understand that, but it made it very difficult to
recover those costs.

Paragraph B concerned the manner in which the premiums were determined. | do not wish to comment on that. If
there was a method by which Workcover decided to change industry premiums, so beit. We have little power to
change that. The impact was an approximate 40 per cent increase on the cost basis of that item, with little chance of
recovery. That comment relates to paragraph C of the terms of reference.

Paragraph D concerned the impact those premiums have had and can be expected to have on the state budget in the
provision of services by government departments. | may be straying from the terms of your inquiry, but | have a
real concern about the level of government servicesin the city of Mildura. | would rate them asfair to poor. The
decentralisation campaign seemsto lump together the north-west of Victoria, from Ballarat and Bendigo,
depending on where you changeit. On the face of it, that may seem to be areasonable compromise in Melbourne,
butitisadifficult option. Itiseasier to fly, go by busand rail or drive to Melbourne than it isto get to Balarat or
Bendigo because you must drive: there is no option other than to go to Melbourne and return to either city, whichis
amassive waste. Sometimes it seems easier to go to Adelaide and travel from there. When people think about the
decentralisation issue they need think about the accessibility of those citiesfor the market areathey attract. Ballarat
and Bendigo do not work for Mildura.

Paragraph E refersto whether the government can or should take action to reduce or compensate for any such
adverse impacts. If you were to adopt a user-pays principle— and | will get onto the GST athough | realise you
want to keep the subjects separate — at the moment the administrative burden on small businessisamost at
overkill without increasing the resources to deal with it. | would agree if you were looking to compensate or
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subsidise the employment of somebody to deal with that function. Failing that, transferring that burden to small
business meansthat under the user-pays system small business needs to be somehow compensated becauseitis
performing the task of the tax collector and the government administrator.

Paragraph F refersto what changes should be made to the manner in which Workcover premiums are determined
in the future. Since 1990, according to our records, we have had one claim which was aknee operation on adriver
last year. | do not see much benefit in our being proactive on workplace safety, athough the oil industry by its
nature is very proactive on workplace safety. The one accident that does happen may unfortunately lead to massive
tragedy as witnessed by the tragic tanker road accident the other day. We are somewhat luckier in that we receive
our fuel by rail, which | advocate should be maintained.

There does not seem to be alot of incentive for usto be proactive when we cop a40 per cent increase. It has clearly
been done on an industry basis and not on a separate business basis. | am not sure how to manage the
adminigtration of ascertaining what each separate business's premium might be. | repeat my point: | see agreat
difficulty in that there does not seem to be alot of incentive for usto be proactive abott it.

In terms of Workcover, obvioudy the premiums are related to claims. | will relate a story of a second prospective
claim on us which was subsequently knocked back thisyear. It isabit disconcerting, and | am not sure how one
resolvesthis. We had a driver who injured his back a home during a home task, and he freely admitted that. He
took time off from work, returned to work and had been working some months when the injury recurred. He had to
spend significant time off work in this case. He sought some Workcover intervention by making a Workcover
clam.

We subsequently had an interview at our workplace in Mildurawith aWorkcover investigatory officer, to whom
we spoke at length. The processisthat they speak to the employee and then to the employer. Both the employee
and the employer in this case did not have the expertise to judge whether the employee’ s workplace activities had
aggravated that injury or not, and we said we would defer to Workcover or medica opinion on this point. The
employee was of the same opinion because he could not categorically say this had occurred because of work
activity or had just flared up when he walked around his bed at home.

The Workcover investigatory officer drove to Mildura, and during that drive | think he had two other cases— |
believe one wasin Horsham and onein Swan Hill, but | would not want to be quoted on that. At the end of the day
the guy complimented usin that we were trying to ascertain the truth. We were both genuine partieslooking for a
solution and trying to see whether Workcover should or should not be involved. He mentioned his two previous
investigations— without naming names, which he would not do, of course— and he explained that they were
conducted in aclimate of outright hostility. He was absolutely certain that in both those cases one or the other party
wastrying to basically pull aswiftie on the other and that they were not legitimate claims, yet he has guiddlinesto
follow and cannot call someone an outright liar. However, that was his opinion. Our case was knocked back, and
one could argue whether that decision wasfair or unfair. Certainly the employee feds alittle aggrieved. Hiswords
to mewere, ‘What isthe point of being truthful ? The next time it happens| will lie'.

Notwithstanding that, and | do not want to dwell on our particular case, | am concerned about the number of
potential shonky claimsthat are out there at the moment by people with back injuries, strains and stress. The
Workcover officer dso related a story to me about one of his colleagues who specidisesin stress-related claim
investigations. The colleagueis at the point where he saysif he ever had to claim for himsalf he could put it through
in 5 minutes;, he knows exactly what istrue and whether it isjustified or not. He was not saying he would do that,
but was saying how simple the system wasto do it.

Mr BEST — Do you think the return of common-law rightswill create a Tattd otto-type mentality within
certain sections of the work force?

Mr MARTIN — Yes, very much so.
Mr BEST — Which will adversely impact on business.

Mr MARTIN — It hasto. At the end of the day, thereis abucket of money going out there. It will
increase the cogt.

Mr BEST — Highlighting the point you made earlier about remoteness and isolation, | am interested in
the performance of Mercantile Mutual or GBE and the level of service provided to you by your insurance
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company; theway in which it did business with you or you did businesswith it. Are you satisfied with the
explanation and the information given to you so far as your premiums and claims are concerned?

Mr MARTIN — Thereisaleve of satisfaction; it is not dissatisfaction. | would not say that it isthe
greatest serviceintheworld. | rate it as what we would expect. It has not fallen below expectation, so in that sense |
guess| haveto say we are reasonably satisfied.

| got ahit caught out after agreeing to speak to the committeein that | wasin Mebourne for the week and | have
been rushing around al morning trying to get some research done, which iswhy | could not get the exact number,
but a budgetary figure we used. We have an interna accountant and | was going through some of the recordsto try
to ascertain some exact numbers. We uncovered a statement from the insurer at the end of areconciliation period to
say we had not put areconciled statement to them — thisis 1997 or 1998 — and therefore some bonuses did not
materidise. It was our failing. We have always done that and had submitted, so that was an incorrect statement. We
could have gone back to prove that, and did not do that. In terms of oversight, it was one of those admin things
wherewe did not read it carefully enough. What | am trying to illustrate isthat we are finding— | must admit this
iseven with our supplier, Shell — we have to double-check and check again and reconcile every little piece of
material we are receiving from outside bodies. The administrative burden isjust unbelievable, and we missed
something there.

Mr THEOPHANOUS — Y ou have had an increase in your Workcover premiums. There are anumber of
possible reasons. There has been an increase of 15 per cent for the reintroduction of common-law rightsand an
increasefor the GST. Therest of theincreaseis either because of your own company’ s accident record or because
of your business' s accident record. Do you support the idea that industries and companies that have poorer accident
records should pay more and those that do not should pay less?

Mr MARTIN — | support companies paying more or less according to their record. Unfortunately, as you
can seein our case where we have had one claimin 10 years, we have been penalised by the poor performance of
other playersintheindustry.

Mr THEOPHANOUS — That may well betrue, but your company isareatively small company with a
payroll of $370 000.

Mr MARTIN — That isthe premium for our head company called Martin Petroleum. We operate severa
other companies linked into this, so the payrall is significantly more. | am relating premiums to the payroll of that
company and not the other ones.

Mr THEOPHANOUS — Why isthat? Did the others go up or down?
Mr MARTIN — They went up aswell.

Mr THEOPHANOUS — The point | am making isthat thereisaloading for small businesses. The
industry counts more than the experience of the company, that istrue, but the dternative to that isthat if it related
entirely to the experience of the company, would your company be able to sustain an increase in premium of
$4 millionif it had aclaim that cost that much, or should that more rightly be spread out across the industry?

Mr MARTIN — Yes, | agree with your point, but if thereisa$4 million claim, we are back into the
common-law lottery, are we not?

Mr THEOPHANOUS — Y ou can get claims of that magnitude whether or not there are common-law
rights. If ayoung person isinjured at work and becomes a paraplegic you might have to pay for him for life. That is
the reason you have an experience rating that is based on the industry. Thirty-five per cent of businesses had
reductionsin their premiums because of better industry ratings and personal ratings of the companies. Y ou are not
suggesting that those companies should pay for your industry?

Mr MARTIN — No, | am not. | just hark back to the point of the industry-versus-company operation. |
see us as being reasonably good, with little claim experience, and proactivein it, and we have been penalised
because we happen to bein theindustry. | do not have an issue with the philosophy of Workcover at al. My main
beef, quite frankly — and again, | am not necessarily taking issue with the 40 per cent increase— isthat in the
climatewe arein, in theindustry we are in, we were given little chance of recovering that cost.

Witness withdrew.
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The CHAIRMAN — All evidence taken by the committee, including submissions, is subject to
parliamentary privilege and is granted immunity from judicial review pursuant to the Constitution Act and the
Parliamentary Committees Act.

Mr Stone, will you make a brief statement about your business detailing things such asits size, and then any
comments you wish to make about Workcover. The committee members may then ask you some questions.

Mr STONE — | amin the table grape business. We export al our fruit. We do not export the fruit
ourselves, we go through exporters, and we are in the $1.8 million gross bracket a year. We have around $500 000
in wages every year. | have been in the businessfor 32 years. Before that | was amotor mechanic for 21 years. |
have never had aWorkcare or Workcover claim and, according to the papers| have here, in the three years from
1998 until now we have paid near enough to $70 000 and have never had aclaim. | queried the percentage once
before and was told the reason was the business | am in, which has many claims. It does not matter that my
company does not have any, we have to cover the others. That sort of sticksin my throat a bit.

Mr BEST — What isyour premium increase from last year to thisyear?

Mr STONE — My daughter-in-law isthe boss cocky of dl this. In 1999 it was about $20 000; this year it
isabout $23 000. It may even be more than that — that was up to the 11th month.

MrsCOOTE — Did your daughter-in-law list the salariesfor 1999?
Mr STONE — No, not the wages. It is normally between $500 000 and $520 000.
MrsCOOTE — Have you had any mgjor change in numbers?

Mr STONE — There are no mgjor changes in that. Our wages dropped abit in the latter half of last year
because we ran arefrigerated transport that we had taken off our hands. We own it now but we do not pay the
wagesfor the drivers, so that saves us the wages.

Mr BEST — Y ou put them on contract, did you?
Mr STONE — Yes.

The CHAIRMAN — | assume from what you just said that your premium has gone from approximately
$20000 — —

Mr STONE — If you have a calculator you could add it up quickly. What hurts me is we have never had
aclaim. That isnot to say | will not have one today.

The CHAIRMAN — Thefigure for 1998-99 works out to be about $28 000 and for 1999-2000 it isabit
less than $23 000, which means it has gone down.

Mr STONE — Getting rid of the truck drivers might have hel ped.

The CHAIRMAN — That isareflection on the reduction in employees.

Mr STONE — Yes, because truck drivers cogt alittle bit of money.

Mr THEOPHANOUS — If your premiums have gone down, what are you concerned about?
Mr STONE — | am concerned about how much it has cost me when | have never had aclaim.
Mr THEOPHANOUS — You arein an industry that does have claims.

Mr STONE — That iswhat they have told me.

Mr THEOPHANOUS — What would you prefer? Would you prefer a system where your premiums
were lower than they are now, but if you had a claim — and claims can be up to $3 million or $4 million — could
you afford $3 million or $4 millioninaclam?

Mr STONE — | would be struggling.

Mr THEOPHANOUS — Isit not better to pay abit more in the premium to protect yourself?
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Mr STONE — Yes, possibly.

Mr THEOPHANOUS — It iseither one or the other. Y ou can have a system where everyone just pays
for thelir own cosgts, but then that is not an insurance system. The reason you pay insurance is some people claim
and others do not. Y ou take the risk.

Mr STONE — Thisisan areawhere you have to have insurance. Y ou do not need insurance for alot of
thingsif you have enough cover. But with thisyou do not know how much it will cost.

MrsCOOTE — Do you know whether other people in the same industry have made claims?

Mr STONE — | do not know. | am on the table grape committees but | have not heard of anybody having
claims.

MsDARVENIZA — Do you have any problem if the committee has alook at the information that
Workcover has?

Mr STONE — The only problemisthat it isin the hands of some people with whom we are doing a ded
to get cheaper materials. They are going through all our books and they have everything.

MsDARVENIZA — We do not need your books; all we need to do is contact Workcover.

Mr STONE — No, that isal right.

MsDARVENIZA — Thank you, that might be hel pful.

Mr THEOPHANOUS — Y ou have had areduction in premiums since the Bracks government camein?
Mr STONE — That had nothing to do with the Bracks government.

Mr CRAIGE — Can you expand a bit further on what you do and the industry in which you are
classified?

Mr STONE — | am classified in the dried fruitsindustry and | have not grown dried fruits for 20 years.

Mr CRAIGE — That isthe point | want you to make, because clearly what you do is different. Can you
explain what you do with the grapes, the process?

Mr STONE — In winter timewe prune. We areirrigating al the time and we spray dl thetime, but after
pruning, when the vines get to a certain stage, we do a shoot pull along the vines and pull out the shoots we do not
require. A few weeks later we go through and trim the bunches and pull the leaves off. Then we go through with
hand sprays and spray every bunch on the block. With the varieties that burn, as soon as the berries start to soften
we go through and pull the leaves off. Then everything is hanging lovely and if there is disease or rain, we put
coversover thevines.

Mr McQUILTEN — What are the white plagtic coversthat | have seen over the vines?
Mr STONE — That isto stop the rain from splitting the grapes.

Mr CRAIGE — Everything is hand-picked; you have no machinery?

Mr STONE — We have 10 acres of wine grapes but they are only there as a stand-by.
Mr CRAIGE — They are hand-picked and brought into the shed.

Mr STONE — Then they are cooled to 5 degrees, packed on the tables by trimmers and packers, and they
go into another coolroom to bring them down to zero. They are lidded and put into another coolroom for storage at
zero. Then they areloaded into containers.

Mr CRAIGE — There is no similarity whatsoever in what you do with what they do in the dried fruits
industry?

Mr STONE — Nothing at all.
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Mr McQUILTEN — Thisiswith green grapes.
Mr STONE — Table eating grapes.

Mr CRAIGE — Graame has pointed out that he has been classified into an industry wherethereisa
higher rate of injury. Heisarguing, | think quite legitimately, that hisindustry isatotaly different industry to the
dried fruits industry. Are there more casuals?

Mr STONE — We have alot more casual labour than the dried fruit industry.
Mr THEOPHANOUS — Y ou have been in that classification for years, have you not?

Mr STONE — They have now changed it on our wages. We were with the dried fruit sector of the
Austraian Workers Union and now they have brought that in with the table grapes aswell.

Mr BEST — Hasit been agood season?

Mr STONE — We have only started and thefirst variety was very barren. It will be the same with the
sultanas. Everything el se looks pretty good.

MrsCOOTE — Where do your tables grapes end up?

Mr STONE — Mostly Hong Kong, China, Maaysia, Singapore, Vietnam, and some go to the Arab
countries.

Mr CRAIGE — Isthere a specific type of grape you grow for that market?

Mr STONE — Yes. The onesthat we are packing now are for the supermarketsin Singapore and are
caled Ruby Seedless. It isabeautiful small eating grape. Red Globe is the main one and we grow what is called a
Crimson Seedlesswhich isabeautiful grape, and they just fight for that.

Mr CRAIGE — Only the red and not the green?

Mr STONE — They like thered. We have white ones. They do not like black; that is supposed to be bad
luck. They will take some black and we grow some black grapes.

MrsCOOTE — Will they take more?

Mr STONE — | hope so. | am planting more.

Mr THEOPHANOUS — Do you sdl any to the local market?
Mr STONE — Therubbish.

Mr THEOPHANOUS — We get the rubbish?

Mr STONE — Yes. If the money is hot there you do not get it. We are sending some to the local markets.
Itisall to dowith the price.

The CHAIRMAN — My understanding isthat you are classified by Workcover under ‘servicesto
agriculture’ at 5.78 per cent. The suggestion from the committee, following advicetoit, isthat if you writeto
Workcover and request areclassification to ‘ grape growing’, which is now your principal business, it is quite
possible, athough entirely up to Workcover, that your premium may be reduced from 5.78 per cent to 3.95 per
cent, which would give you a considerable reduction in your premiums.

Mr STONE — It sounds like it has been worth my trip here. Y ou are al welcome to ook through my
packing shed at any time.

The CHAIRM AN — Thank you for your evidence. We will send you a copy of the transcript to which
you may make minor aterations only.

Committee adjourned.
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