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The CHAIRMAN — | cdl our first witnesses, Ms FredaKrocaris and Mr Matt Greaves, from Insulform Pty Ltd.
All evidence taken by this committee is subject to parliamentary privilege in accordance with the Congtitution Act
and the Parliamentary Committees Act. Welcome. | am sorry again that we have kept you but we need to have a
guorum before we can gtart. We have that quorum so we can begin. Would you like to make an opening statement?
We will then ask you some questions, if that is okay. First of al, would you tell uswhere you are from and, if you
would like, make some comments regarding your views on Workcover?

Mr GREAVES— Fredaand | are from a manufacturing company based in West Heidelberg. The
company is caled Insulform. We manufacture automotive trim components and insulation. We supply the
automotive industry in Australia— *Holden, Ford, Mitsubishi and Toyota. Fredais the human resources
coordinator and | am the accountant. The company has been established for about 14 years. Annual turnover is
around $17 million. Turning to our views on Workcover, we had a pretty bad year about five years ago when we
had a couple of claimsthat skyrocketed, and ever since then we have had quite alot of premiums. Since that time
we have got stuck into it and managed well and we have not had a claim now for two or three years, but our
premiums have suffered due to the high claims that we had five or six years ago. This year should have been the
first year that our premiums dropped off. We found that basically aclaim will affect your premium classification
for four or five years, so this year — 2000-01 — should have been ayear when our premium dropped down quite a
lot but due to the reintroduction of common law, GST and other factors our premium dropped by only $9000 when
infact if it had not been for common law coming back in we probably would have dropped $50 000. From our
point of view the changes made to common law and that sort of thing did not affect us greatly because we had such
high premiums anyway, so we budgeted for roughly what we ended up with.

MsKROCARIS— That covers my situation.
The CHAIRM AN — How many employees do Insulform have?

Mr GREAVES— At the moment we are carrying around 85 to 90. We had a peak in about 1996 of
150-odd but we have taken magjor changes with automation and things like that. We are stable at around the 85 to
90 mark, running three shifts 24 hours a day.

The CHAIRMAN — Interms of your understanding of what happened with the lower drop in your
premium, did you obtain from either your insurance representative or from Workcover sufficient information to
explain to you how the premium rate that you ended up with came out at that figure?

Mr GREAVES— No. We attended atraining session where alot of it was explained to us but that was
just off our own bat. Asfor getting information about it, we have not received any information from our insurer or
our insurance broker regarding how it was calculated. About four years ago we looked into how the premium came
about. At that stage it was quite high and we wanted to work out how to get it down but the formulawe were
shown then as to how the premium was calculated was way beyond our comprehension. There were so many
factorswent into it — this and that.

Mr THEOPHANOUS — Not much has changed?
Mr GREAVES— No, not at al.

Mr THEOPHANOUS — | am trying to get afix on what it isthat you are concerned about, given what
you have said. Do you know how much your premiums are at the moment?

Mr GREAVES— Yes.

Mr THEOPHANOUS — What were they last year?

Mr GREAVES— In dallar terms?

Mr THEOPHANOUS — In dallar terms, if you like, or percentage of salary if you haveit.

Mr GREAVES— | do not have that. In dollar terms, last year it was roughly $110 000. Thisyear it has
gone down to $101 000.

Mr THEOPHANOUS — Given that you have had a reduction from $110 000 to $101 000, your
complaint isthat you did not get enough of areduction?
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Mr GREAVES— Basically, yes.

Mr THEOPHANOUS — Y ou understand that there would have been an increase as aresult of two
factors. Onefactor isthat there was a 15 per cent levy and aGST levy of 2 per cent. So 17 per cent was added to
everybody’ s premium to cover common law and the GST.

Mr GREAVES— Yes.

Mr THEOPHANOUS — That isamatter of public policy by the present government. In addition to that,
even though your group had a reduction as acompany in your claims, as an industry your industry rate went up by
one category — it isnow 5.78 per cent. So it isthe fact that the industry is not performing aswell asit should asa
whole, which is also taken into account along with your own experience issues.

Mr GREAVES— Yes.

Mr THEOPHANOUS — | am struggling to understand why you would have an issue, given that you
have had areduction. Despite the fact that the industry has gone up and common law had to be covered, you have
still managed to get areduction of $9000. | would have thought you had done pretty well.

Mr GREAVES— Weputinalot of timeand effort in the past four or five yearsinto managing
Workcover and making sure we did not have any claims.

Mr THEOPHANOUS — It has paid off.

Mr GREAVES— For four years we carried a humungous penaty because of that one bad year we had. It
should have paid off thisyear. It has paid off by $3000. In effect, it should have paid off by $50 000, we would
have thought. So far as the industry rate goes, that is another thing that is hard to swallow from a company point of
view. Y ou are lumped into thisindustry purely because of what you make. Y ou could run the safest operation that
you could possibly do, but because there are afew other companiesin your industry that do not, you bear the brunt
of their bad management, if you like.

Mr THEOPHANOUS — That system was established by the previous government. What | hear you
saying isyou would like to seeit changed.

Mr GREAVES— Yes, basically. Y our own persond insurance — your car insurance and your house
insurance — is a one-on-one scenario.

Mr THEOPHANOUS — That isnot true. Y ou pay more for house insurance if you livein ahigh risk
area.

Mr GREAVES— | understand that. But you have your own rating— your rating 1, rating 2, rating 3
with your car insurance, for example.

Mr THEOPHANOUS — So have you.
Mr GREAVES — That comesinto effect.

MrsCOOTE — | congratulate you on getting your premium down. Obvioudy you have put alot of work
into that. Could you tell me what sort of impact high premiums have on your business, and if they wereto be paid
in the future what sort of impact that would have in economic terms?

Mr GREAVES— In economic terms, if they were to go much higher they could have the effect of
closing the business down at the end of the day. It isahuge cost to carry. We got caught up five years back in that
one bad year. Our premiums went from basically negligible amounts to suddenly looking at hundreds of thousands
of dallars. If we do not plan for it — —

MrsCOOTE — You do not know what to plan for.

Mr GREAVES— Not redlly. It could have the effect of closing the doors. We do not run on a shoestring
but, like alot of businesses, we do run on overdraft.

MsDARVENIZA — Y ou have had areduction in your Workcover premiums. One of the other issuesis
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the cost of the GST. | would like to ask you what the introduction of common law has cost you compared with
what the introduction of the GST has cost you? How does that compare?

Mr GREAVES— Basically from what we know common law caused an increase of 15 per cent on our
Workcover premium. | would say the GST is negligible a the end of the day.

MsDARVENIZA — It has not cost you anything to start up and become compliant?

Mr GREAVES— Not redly.

MsDARVENIZA — And do the BAS?

Mr GREAVES— No.

Mr THEOPHANOUS — Y ou do the BAS statements for free, do you?

MrsCOOTE — Thisisgood. Keep going.

The CHAIRMAN — We are getting a bit away from Workcover, though.

Mr THEOPHANOUS — | do not know why we are only doing Workcover, Mr Chairman.

Mr GREAVES— At the end of the day, if you have good business systems set up, the things that you
need for GST and for BAS are al there. Thelast BAS statement, which | did last week — —

Mr THEOPHANOUS — Can we have the name of your accountant so he can do our BAS statements for
freetoo?

Mr GREAVES—Itisme.

MsDARVENIZA — Do you mind if we talk to Workcover about your premiums and how they have
been struck?

Mr GREAVES— That isfine.

Mr CRAIGE — | apologise. The product that you use, isit felt?
Mr GREAVES— lItis A lot of it isfelt based.

Mr CRAIGE — No. Isit felt?

Mr GREAVES— Yes.

Mr CRAIGE — So you use aproduct which is still categorised asfelt. Do you make only productsin
relation to cars or do you make other things?

Mr GREAVES— Other things.
Mr CRAIGE — Can you give me an idea of what they are?

Mr GREAVES— The business started off making insulation, which isbasically felt. It is used under
carpet and for roof insulation — things like that. But since then we have moved on. We still do that but from time
to time we do components such as parcel trays, boot linings and all those sorts of things that involve carpet as well
asfet. Thereare adso plastics and things like that.

Mr CRAIGE — | wanted to take up oneissue in particular. Y ou have appeared here today for alegitimate
concern you have. Y ou are quite entitled to do that and you should fedl that you are entitled to do that on behalf of
your company and your employees. | want to thank you for coming and expressing your view on Workcover.

The CHAIRMAN — If there are no further questions, we would like to thank you both for coming. We
will send you a copy of the transcript and you may suggest any aterations you think appropriate. Thank you.

Witnesses withdrew.
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The CHAIRMAN — Mr Plymin, thank you for coming here today. All evidence taken by this committee
is subject to parliamentary privilege and is granted immunity from judicial review pursuant to the Constitution Act
and the Parliamentary Committees Act. Welcome. Would you like to make an opening statement to us, including
perhapsjust afew sentences on what your business does, and then we might talk about Workcover.

Mr PLYMIN — | run ardatively small sheet metal businessin West Heidelberg. We do alot of work
mainly for the building trade. The Workcover premiums have gone from probably $22 000 a year up to about
$34 000, acomponent of which is GST, of course. | think it is unreasonable for that to happen when you have a
pretty good track record in theindustry. | cannot see why it should have to go up so much. | am just expressing my
point of view. It could be shared around equally in different businesses perhaps, | do not know; | am not in the
economics of it. But it just seems unreasonable how they can shift your premiums up. It cuts down employment.
Wewill probably not put on an apprentice this year because of that. It isextracosts. It isnot only the extra costs for
GST and Workcover but the extra costsinvolved in your overdraft facilities. It puts astrain on the business. Along
with the GST component, the extra costs al in the same year have made it pretty hard to run abusiness now. That
isabout adl | haveto say.

The CHAIRM AN — When you received your premium notice, was that thefirst indication to you that
there had been an increase?

Mr PLYMIN — No, | heard alot on the radio during the preceding couple of days but then we received
ours. | did not think ours would go up that much, but it isahell of alot.

The CHAIRMAN — Since receiving that notice, have you taken it up with your insurance agents, with
Workcover?

Mr PLYMIN — No, | have not.

The CHAIRM AN — So what would be your main understanding of the reasons for the increase that you
have received?

Mr PLYMIN — | do nat know. | just thought that the whole industry — going by what | was hearing on
the radio — that everyone across the board had theirsincreased. | was listening to the radio and every type of
businesswas ringing in saying, ‘ My premium has gone up to this, thisor this,” so | thought it was an
across-the-board thing. | do not know the reason it went up.

The CHAIRMAN — And you till do not know?
Mr PLYMIN — No.

MrsCOOTE — You said that you did not take on an apprentice this year because of the on-costs. How
would having premiums rise to this extent impact on your business? This year there was an apprentice. How many
people would you aim for now?

Mr PLYMIN — We employ around about 14, and maybe a couple of casuals.
MrsCOOTE — Would that impact on employing those people?

Mr PLYMIN — We werelooking at putting on an apprentice this year but we thought with the extra
costsinvolved that it just was not worth it. Normally you carry an apprentice for ayear or two until he covers your
codts. | have put on apprentices al my life, probably every year, but this year we cut it out because the GST and
Workcover factors got too much.

MrsCOOTE — Y ou know what the GST will be. The Workcover is ill alittle unknown, isthat right?
How would you equate the GST and Workcover?

Mr PLYMIN — The GST is extra costs in accounting. Asfar as cost wise and your budget for the year,
the Workcover — well, | mean — —

MrsCOOTE — Was such asurprise?
Mr PLYMIN — Yes, itisabig increase — 10 grand. When you are working close to the limits
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sometimesit is hard, and we thought we did not want the extra costs involved each week and we just thought we
would cop therise and not put any apprentices on.

MrsCOOTE — Thank you.

MsDARVENIZA — So you have had no increase in employees?

Mr PLYMIN — Since?

MsDARVENIZA — During the time of this premium increase?

Mr PLYMIN — No.

MsDARVENIZA — That isfrom last year to thisyear?

Mr PLYMIN — Since the premiums incresse, no we have not.
MsDARVENIZA — What about claims? What isyour claims history like?

Mr PLYMIN — We have had one claim that went on for probably 18 months. There was alot of
confrontation about the claim — whether he had done an accident at work or not. It just went on and on and on and
it was one of those things that no-one ever looked into properly. But other than that we have not had abad claim for
15 years. We have had the odd cuts and things like that, but nothing serious at all.

MsDARVENIZA — So you have had one claim?

Mr PLYMIN — Which was abruising to one part of the fellow’s arm. He had 18 months off for a
bruising.

MsDARVENIZA — That would have impacted on your premium, though?

Mr PLYMIN — Probably would have, yes. But going by what everyone else's premiums went up by, no,
it did not have an impact on the cost.

MsDARVENIZA — It did not?
Mr PLYMIN — | do not think so.

MsDARVENIZA — Would you mind if | contacted Workcover and asked them for an explanation about
your premium and why it has gone up the way that it has and the reasons for that?

Mr PLYMIN — Yes.

MsDARVENIZA — Areyou aware that 35 per cent of businessesin fact have had no increase in their
premiums and that in fact some of them have decreased?

Mr PLYMIN — What was that?

MsDARVENIZA — Thirty-five per cent have not had an increase and in fact some businesses have had
adecrease?

Mr PLYMIN — No.
MsDARVENIZA — Infact the business that was here previous to you was one that had a decrease?
Mr PLYMIN — Yes.

MsDARVENIZA — Can | ask about the GST. Y ou stated that one of reasons for not taking on anew
apprentice was the increased cost to your business, including the increased costs of GST?

Mr PLYMIN — Yes.

MsDARVENIZA — How hasthat impacted on your business?
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The CHAIRMAN — Areyou talking about the GST?

MsDARVENIZA — | am asking how it compares with Workcover.

Mr PLYMIN — The cost of GST and the cost of the Workcover increase?
MsDARVENIZA — Yes.

Mr PLYMIN — We looked at it as acombined thing — what it was going to cost us, the extra premiums
in Workcover and the GST component of it. At the start of the year or at the end of the previous year we usudly sit
down and work out what we are going to do the next year. We added the two together and that is how we cameto
decide that we were not going to put anybody €l se on.

MsDARVENIZA — The combined effect, including the GST, was afactor in that decision?
Mr PLYMIN —Yes.

Mr CRAIGE — | want to explore the issue of your Workcover agent and the 18 months for abruise on
an elbow.

Mr PLYMIN — Yes. You should seethefile | have a work. It wasaridiculous claim for astart. When
the accident happened, | did al theright things. | gave a back-to-work plan and did all the proceduresto the letter.
Thisemployee just did not adhere to the back-to-work plan. | wanted to sack him. They would not let me sack him.
| had other light duties for him. He would not come back to work.

Mr CRAIGE — Wasthat with your agent?
Mr PLYMIN — Yes.

Mr CRAIGE — Who isyour agent?

Mr PLYMIN — | cannot think at the moment.
Mr CRAIGE — QBE?

Mr PLYMIN — No.

The CHAIRMAN — MMI?

Mr PLYMIN — MMI, yes. That just went on. One person wasin charge of it. Heleft it and put it across
to another person, who left, and it went to another person until | got to theend and | was so sick of it. | got onto a
lady who findly said, ‘ This has got to finish’, and she did something abouit it. It was finished and done with in two
weeks after talking to her.

Mr CRAIGE — You had to carry that burden for about 18 months?

Mr PLYMIN — Yes.

Mr CRAIGE — All that time.

Mr PLYMIN — It got to aridiculous stage. | got exhausted in trying to fix the problem.
Mr CRAIGE — And run abusiness a the sametime.

Mr PLYMIN — Yes.

Mr CRAIGE — Soif you had to rate the agency — and it is an important link in Workcover, your
insurance agent — were you satisfied or not satisfied?

Mr PLYMIN — Not satisfied at all with the agent, no.

Mr CRAIGE — And that related to severd things. Onein particular is the constant change of staff and
case people on your matter?
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Mr PLYMIN — Yes; | am concerned about the lack of care in the matter, too, and the lack of
accountability. They arein charge of something that is costing the business alot of money. | am concerned about
the attitude and the accountability of the people making that decision that this fellow can do what he wantsfor 18
months and be done with it. The man would not turn up for interviews.

Mr CRAIGE — What finally happened?

Mr PLYMIN — | got sick of it. | rang them up and said to them that for the last six monthsthiskid had
not been turning up for any interviews and has not produced any certificates so far aswantingtodo ajobis
concerned. It just went on and on. They told him they would give him two weeks notice to find ajob or he would
go off the system. That'swhat happened. He just went off the system.

Mr CRAIGE — Do you redise that those sorts of thingsimpact on you and other businesses because it
goesinto the way they analyse your rating?

Mr PLYMIN —Yes, | know.
Mr CRAIGE — Yet it was nothing to do with you. Y ou were trying to resolveit.

Mr PLYMIN — | tried to resolve it right from the word go. | did al the proper procedures, went through
the proper channels. Y ou could not do anything more. We were willing to take him back, retrain him on computer
programming. He just would not show up for work, and then it just went on and on from that.

Mr CRAIGE — They allowed that to happen?
Mr PLYMIN — Yes.

Mr CRAIGE — And you and alot of other employersin your industry get ahigher rate smply because
of those sorts of things?

Mr PLYMIN — It getsright down to the medicals. Y ou ring up one doctor that the person isgoing to.
Y ou say, ‘Hang on aminute, you should be telling this fellow to come back to work, because he is capable of doing
light duties'. So what he doesis he just switches doctors, goes and gets another certificate for a couple of months or
amonth a atime, faxes the certificate through to Workcover. Yes, they signit off. That isit. Heis off for another
month.

Mr THEOPHANOUS — When was this employee off? Y ou said 18 months. What period was that?
When did this happen?

Mr PLYMIN — How long ago?
Mr THEOPHANOUS — Yes.
Mr PLYMIN — It would have been probably two years ago.

Mr THEOPHANOUS — Were you aware that the system that was established which put the agent in
charge of these things was established by the previous Kennett government?

Mr PLYMIN — Yes.

Mr THEOPHANOUS — So dl of the problems you have experienced that you talked about before are
redlly all problemsthat occurred at that time because of the way the agents were allowed to handle these cases?

Mr PLYMIN — The problem has occurred through alack of alot of things, | think.

Mr THEOPHANOUS — We are talking about two years ago. So what you would like to happenisfor
this government to try and fix the problemsin terms of making sure that the agents deal with cases properly?

Mr PLYMIN — They should have more accountability.

Mr THEOPHANOUS — | can assure you we will be attempting to do that. Can | turnto theincreasein
your premium, because | do understand that it has gone up. Y ou arein aclassification called sheet metal products
manufacturing. Again, the system we have inherited from the previous government is based on the notion that
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when there is an increase in the whole industry, you get an increase whether or not you have had aclaim. That has
been smply applied again thisyear, and that has resulted in you getting an increase automatically because your rate
went up by one category, which is 20 per cent.

Mr PLYMIN — Right.

Mr THEOPHANOUS — So you have a20 per cent increase in your rate as a result of the application of
that, and some of it might be acarryover as aresult of that accident that you are talking abouit.

Mr PLYMIN — Yes.

Mr THEOPHANOUS — So that isthe explanation for what has happened. Have you actualy contacted
the Workcover authority as opposed to your insurer if you have an issue with respect to how thisis broken down?

Mr PLYMIN — No, | have not.

Mr THEOPHANOUS — It might be worth getting in touch with them if you are not happy with the way
something has been handled. Findly, you have to understand that 18 months off, for whatever reason, if it was not
handled properly back then, | do not know how much that costs, but maybe it costs $60 000 — —

Mr PLYMIN — Yes, | know how much it costs.
Mr THEOPHANOUS — Probably more. So someone had to pay for that.
Mr PLYMIN — Yes.

Mr THEOPHANOUS — Obvioudy that is one of the reasons why you have had to finish up paying
$34 000.

Mr PLYMIN — But why should you be penalised when you have a claim when you have paid insurance
for the 20 years you have been in business and have not had abad claim? It islike arating A on your car. Why
should you pay for it? Why should your premiums go up? Y ou have paid insurance for 20 years, you have kept
people employed, and it turns around that you get one claim, which isasuspect claim, and alot of it is caused
through incompetency from other people out of your control, and you have to pay for it.

Mr THEOPHANOUS — So you would like the present government to try to address the issues you have
raised?

Mr PLYMIN — Yes. Why should you be pendised after employing people for 20 years and trying to
make a contribution to the community, and you get penalised for it?

Mr CRAIGE — Do you redlise you are going to be penalised even more because the Labor government
has reintroduced the right to claim under common law, which means you get a double- whammy now?

Mr PLYMIN — | know.

Mr CRAIGE — It has reintroduced a new Tattdotto mentality in the work force. Not only will people get
Workcover, but they will be able to go and get compensation under common law. How do you feel about that asan
employer?

Mr PLYMIN — Shocking. Why didn’t they just leave it the way it was? | mean, from when it was taken
over how much was saved when Kennett got in and had long-term — | mean, we had agirl at work, for instance,
who used to go for massages twice aweek, unbeknown to us. She reckons she had a crook neck. We had to pay the
first $200 or $300 of medical billswhen it happened. She got massages once or twice aweek for two years. Two
yearsthat went on.

Mr THEOPHANOUS — But thisal happened under the previous government.

Mr PLYMIN — No, before Kennett. When Kennett got in heintroduced a letter. She was investigated, |
think, three months after Kennett got in. She had to go in for atest because she was along-term Workcover claim.
She got in there; the matter was dismissed; she never went back for another massage.

23 February 2001 Economic Development Committee



The CHAIRMAN — Okay, we are running out of time here.
Mr CRAIGE — Thanksfor that.

The CHAIRMAN — Mr Plymin, thank you for coming along today. We will send you a copy of the
Hansard transcript for your consideration.

Witnesswithdrew.
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The CHAIRMAN — Welcome, gentlemen. Neil Lucasis my name; | am the chairman. The names of al
our members are before you. To savetime | will not go through them individualy. Can | say that dl evidence taken
by this committee, including submissions, is subject to parliamentary privilege and is granted immunity from
judicial review pursuant to the Congtitution Act and the Parliamentary Committees Act. Would you like to make an
opening statement — perhaps a couple of sentencestelling us about Britex, what it does, the number of employees
it has and that sort of thing, and then an opening statement on Workcover? Then we might ask some questions.

Mr RISSTROM — Thiswas out of the blue. We were contacted by — | am not sure who.

Britex Stainless Stedl isamanufacturer also in sheet metal but stainless steel, predominantly, manufacturing
stainless stedl for the building industry, including commercia refrigeration cabinets and display cases to shopping
centres, shops and food outlets. We also have avery large sanitary division which provides al the sanitary products
for hospitals and hotels.

We have astaff of about 50 people and things are sort of okay intheworld as of this month. There is no permanent
propaosition in thisworld. | was contacted by whoever to discuss Workcover and | am till very disappointed to see
the politics that goes on. It isaproblem, maybe, but | just put my hands up in the air with this one. What this has
doneisjust totally breathtaking.

| have left most of the number crunching to David and have been pushing him to see what he can work out. We are
with VECCI. We were with MTIA and gave them away for VECCI. We are happy to be with them but we get
brick walls al the time with whoever we contact. It isall very well to say to contact CGU or whoever itis. They
cannot do anything. It isal to do with the world at large and, obvioudly, the need to try to get the systemsto pay, o
| have avery cynical view of that system.

| try to keep away from it and just get on with running the business. One hasto do that. Fortunately the businessis
large enough or we are capitalised enough to do that. But | must confessit is getting tighter and tighter because of
the malaise of palitics. Thereisthe assumption that businesses— thisisjust atheory, though a pretty accurate one,
| suspect — can just keep paying dl the time and at the end of the day it will work out; and if they cannot pay staff,
it does not matter because they should not be in business anyway. To some extent | agree with that mentality, but it
has gone past that.

I know it does not fall within the scope of this committee, but thereis abigger problem here that is underlying al
those things. If | hear, ‘We may not be putting people on because of that or this', | know that is not the reason. The
reason isunfair dismissals. | do not want to talk about that because it depends on your poalitics. | started off a
bolshie and | do not know where | sit now. But you cannot say this matter of unfair dismissal isnot aproblem. Itis
to do with the ILO — it isnothing to do with Victorian or federal issues, but itisared issue. Asan
owner-employer | absolutely shudder when we have to put people on because you cannot put people off. What do
you do?

Then you get people on Workcover who take advantage. We used to have athird-third-third principle— athird of
people in the work force do not care less, athird do and athird sit on the fence. We have avery good workshop and
we have dl sorts of extraincentives and socid gatherings and so forth, so we have avery good system. At the
moment we are down to about 5 or 10 per cent, tops, of employees who want to suck the system. Mind you, that is
just aprimal thing with all human beings. We al want to do the least we can for most of thetime, soitisup to the
entrepreneur or businessman to get the people to suit their particular environment and to get the best out of that
situation. That isaso called exploitation so you have a problem there. But that iswhat most businesses are about.

The peaple who rort the system are now being highlighted greatly by the particular problem that you appear to be
addressing or trying to address, and we have been hit. From a premium of $40 000 we are now up to $120 000.
When | hear about 5 per cent or 10 per cent or none at al, | know that isjust bullshit. What are they doing? The
statistics can be skewed to mean anything. One person with a shop or something who calls himsalf abusinessrings
up Jon Faine or Neil Mitchell or whoever it might be about whatever he wants to talk about and he gets a bit of
arplay. So palicies are changed to suit that one or two, and to say that 30 per cent of businesses have had no
premium increase isjust not true.

Mr THEOPHANOUS — Itistrue. Do you have other figuresto establish that it isnot?
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Mr RISSTROM — | guarantee you without any knowledge whatsoever that 30 per cent would congtitute
zero per cent of the work force.

Mr THEOPHANOUS — Itis 35 per cent of businesses.

The CHAIRMAN — We are not here to enter into an argument. If you would like to finish your
submission then we might ask some questions. We are not here to argue that.

Mr THEOPHANOUS — Wéll, don't just make things up.

Mr RISSTROM — That’ s ahit defensive. | want to be constructive here. | don’t want to be defensive,
okay?

Mr THEOPHANOUS — Wéll, please! Give usthe numbers. Tell us about your business.

Mr RISSTROM — My hypothesisisthat 30 per cent of whoever has had no increase would represent a
very small percentage of the work force. It must be simple. That islogica becauseif you have alot of people, you
have to factor in the people who will be able to take advantage of the system. We have asimilar situation here
where aguy had a discussion with our leading hand — just adiscussion. He did not come in for three days. We
could not do anything about it because you cannot put him off. Next thing we know, he claims he has been
intimidated. He was not really intimidated. He was not even talked about badly. Anyway, that is my submission.
Hopefully, you might get somewhere.

The CHAIRM AN — Thank you. Mr Woodgate, would you like to add to that?

Mr WOODGATE — Only to give you some of those figures. In 2000-01 our premium was $53 000,
which was increased by $8000 due to salary increases or remuneration, which took it up to approximately $62 000;
$29 000 was due to industry rate and clams that we have, $15 500 to common-law claims, and $11 000 to GST.

Mr McQUILTEN — That isinteresting.

The CHAIRMAN — That al adds up to roughly $120 000?
Mr WOODGATE — Yes.

Mr McQUILTEN — What were the claims?

Mr WOODGATE — We have one claim on our books for $39 000. That has been a gentleman who has
been injured for two years — he hurt his back. They have been working through trying to solve the guy’ s problem.
It isalegitimate claim; we have no problem with it. It isjust one of those unfortunate thingsin that the guy is
57 yearsold and it is very difficult for him to get ajob that has no lifting. In our industry it isimpossible to give
him ajob that does not have lifting.

Mr THEOPHANOUS — What were the figures for the year 2000-017? Do you have those figures?
Mr WOODGATE — | have not got the figure in front of me, but it was something like $44 000.

MrsCOOTE — Mr Risstrom, you touched on something before that | would like to hear you elaborate
on. | think Mr Woodgate did aswell. It was about a culture thing and malingerers. Are you worried about this
return to common-law claims encouraging the culture of malingerers and the Tattd otto-type approach to thisissue?

Mr RISSTROM — | amredlly not qudified to addressthat. | do not know whether changing the lega
aspect of claims and so forth will address the percentage that | was referring to that are trying to take advantage of
the system. One hasto wear it. Asa society we have to wear it. We cannot do anything about that. It is going to
happen one way or another. Changing the legal structure and the legal approach probably will not changeit. Y ou
may argue differently, | do not know, but | really do not think it matters. Thereisalot moreto it than that.

MrsCOOTE — Isthat your fegling about it too, Mr Woodgate?

Mr WOODGATE — No, itisnot, to be honest. | lived through manufacturing in the late 1970s, early
1980s, where | saw premiums go through the roof because of the common-law set-up that was applicable at the
time, and | have agreat fear that it may happen again.
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Mr THEOPHANOUS — Could | ask each of you a question that you might want to answer: if you were
an employee in abusiness, as opposed to the manager, or whatever — —

Mr RISSTROM — Which | am.

Mr THEOPHANOUS — But if you are an employee and you have an accident in the businesswhich is
entirely not your fault but in fact was caused by your employer because of negligence, do you think you should be
compensated for that, or do you think that in that case the employer should not have to pay anything extrafor the
fact that he or she caused you to have an accident?

Mr RISSTROM — The current thinking isthat you must. | agreewithit, too. It is aloaded question.

Mr THEOPHANOUS — Y ou agree with the common-law principle. If you agree with the common-law
principle, it seemsto me, based on what you have said here, that the increase you have experienced is $15 500 of
the $120 000. That is the appropriate amount for common-law claims. Y ou must have asked for that information,
because it has been provided to you.

Mr WOODGATE — Yes, | did.

Mr THEOPHANOUS — That is a payment which is made by all businesses because of adecision by us,
asasociety, that where somebody is negligent, there should be a payment; that is what we decided. | can
understand why some people might object to it, but what | am asking you isit seemsto me that the rest of the
increase — because you are talking about an increase from $44 000 to $120 000, a huge increase — only $15 000
of that is due to the common-law aspect. The rest of it hasto do with the GST, with other claims that might have
occurred, and your industry rate, which has gone up by one category.

Thisisasystem which weinherited from the previous government. Thisiswhat it is. | do not want to play politics
with this, but if people are going to accuse us of making changes, we are happy to cop it for the $15 000 for
common law, but we did it because we believed in it. We are not happy to cop it for the system which was
established by the previous government. Would you like to comment on that?

Mr RISSTROM — | did not know | was here to address apalitical forum. | think what hasto be
understood by al sides of palitics, or the people who represent the business community, isif you want to get jobs,
if you want to get people into the community and get the work force going, you have to address the costs associated
withitinthisinstance. | am sick and tired of hearing businessmen ring up saying, ‘ Thishas cost mejabs. | am
going to put people off. | am going to do this'. It is bullshit. It does not happen. | am putting people on. | just put
five people on. Y ou have to keep going. They will use an excuse. Then of course you will get your particular
persuasion picking up and running with that particular thing— * Thisis going to go offshore’, ‘ Thisis going to go
to another state’, or ‘We have just picked this bloody job up’, ‘ This company isgoing to start up in Victoria. How
good arewe? . You haveto look at the whole thing. Do not play the politics card.

Mr THEOPHANOUS — | agree.

Mr RISSTROM — L ook at the whole thing and say, ‘ How do we compensate? If the user pays, that is
fine. If you think we al have to pay $100 000 for companies our size, that isfine. Water will find itsown level. But
ajump like this and the other problems associated with running a business, which are probably bigger than this—

Mr McQUILTEN — Isthat the GST?

Mr RISSTROM — No, the unfair dismissal thing isabigger problem to do with the work force. It is not
talked about. It isabigger problem than dl this. Those sorts of problems have to be looked at. | do not know how
you address that with the International Labour Organisation. | have goneinto it, but | do not know how you doit. |
do not think people are concerned. The Victorian state government cannot do anything about it. The federal
government cannot do anything about it. So | do not think we are going to be able to do anything about that.

We have aproblem in trying to get manufacturing companies up and running. We arefairly switched on. We keep
moving on. We keep getting new machinery and so forth. We will overrun the people that may have been herea
moment ago — the smaller sheet metal workers— because we are going to get smarter and smarter and smarter.
That iswhat thisisforcing usto do. That isgood. That istheway it is supposed to be. We become more
competitive. We are starting to look at export. All of a sudden you get hit with this sort of nonsense, and then you
get al this other stuff that saysit should be thisand it should be that. It isredly horrendous. Itisan enormous 438

23 February 2001 Economic Development Committee



cost burden. Our prices are doing down, as those of most businesses are. Our costs are screaming up, as those of
most businesses are. It is an absol ute precipice at the moment with businesses.

| would think you will see plague proportion insolvenciesthis year and next year. Y ou already seereceiversand
managers so busy, it is not funny. | guarantee that. | know that for afact. It is plague proportions because you are
weeding out the willows from this sort of stuff. That isfine, maybe, but somewhere among all that is somebody
whoisredly going, which | have been doing over the past 30 years, saying, ‘ Thisisjust too hard. Thisisredly just
too hard’. What do you do that for? In other countries, the culture isthat you reward those sorts of people. | do not
know how you pick winners and losers. | am not into that either. But thisis dead set to push and push and push.
Then you get, with respect, the left philosophy thinking— and | am not either sde here— —

Mr THEOPHANOUS — | think you said you started off asabolshie.

Mr RISSTROM — That isright. | do not know where | am now. | was in demas before you.
Mr THEOPHANOUS — It isacommon path.

MrsCOOTE — We hopeto get you at the end.

Mr RISSTROM — It seemsto do that. | forget where | was at.

Mr THEOPHANOUS — My find question to you isthis: figures can be manipulated, but thereis one
fundamental figure about costs. That isthat Workcover premiumsin this state, on average, for everybody are now
set at 2.22 per cent. That iswhat it is.

Mr RISSTROM — | do not care.

Mr THEOPHANOUS — It matters because in New South Walesit is 3.5 per cent.
Mr RISSTROM — | do not careif they are.

Mr THEOPHANOUS — So we are competitive.

Mr RISSTROM — | do not care.

Mr THEOPHANOUS — Theissueis. how do we distribute it among businesses?
Mr RISSTROM — True. | said that mysdlf. That isfine.

Mr THEOPHANOUS — Some businesses are going to pay abit more and some are going to pay abit
less.

Mr RISSTROM — We had one claim and the thing goes up $40 000. Hell! What have we been paying
insurance for? We might aswell sdlf-insure. | am very happy to salf-insurein my own business. We cannot do that.
It isadangerous thing.

Mr THEOPHANOUS — It sounds as though we might have to fix the system a bit and have alook at
some of those issues.

Mr RISSTROM — Thereisno doubt about that, but | do not know whether you can.
Mr McQUILTEN — Wearedoing it.

Mr RISSTROM — Itisjust unred.

Mr THEOPHANOUS — We are having alook at it.

Mr RISSTROM — | gathered that.

Mr THEOPHANOUS — | mean gpart from this committee.

The CHAIRMAN — Any more questions? If not, Mr Risstrom and Mr Woodgate, thank you for coming
along today. Wewill send you a copy of the Hansard proof. Y ou can have alook at that and see whether we have
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got it right. | am sure we have.

Mr RISSTROM — | have got to the point where | would have once told you whether you had got it right
or not, and | cannot be bothered any more. It getsto that point. It realy does. | just do not think anyonerealy
listens, and at the end of the day they do not care. They say they do, because that istheir job to say they do, but | do
not think at the end of the day many people do. They do not. Believe me.

Witnesseswithdrew.
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The CHAIRMAN — | reconvene the hearing and invite Ms Maureen McKenzie and Mr Rodney
McKenzie to come forward.

All evidence taken by this committee, including submissions, is subject to parliamentary privilege and is granted
immunity from judicial review pursuant to the Congtitution Act and the Parliamentary Committees Act.

If you would like to spend a short time explaining your business and talking to us about Workcover, we will then
ask some questions.

MsMcKENZIE — We are agraffiti remova company doing industria cleaning, fire cleaning and site
cleaning, working with chemicals. We have mobile trucks on the road in four states of Augtraia.

Mr CRAIGE — How many employees do you have?

MsMCcKENZIE — We have 17 employees at present, and we have had up to 20. We have about
12 employeesin Victoria In our business we haveto train the staff completely from the beginning as they cannot
get training from anywhere el se. It takes us about three months to train operators to be capable of going out and
doing any job we throw at them, because every job is different. They have to mix chemicas on site, depending on
what type of graffiti and surface they are working on. They have to assess alot of occupational health and safety
issues before they do ajob. They work for schools and councils and in places such as shopping centres where there
are people around, and when jobs are difficult they have to be done after hours, so they work different hours. The
company is 20 years old and we have had it for 12 years.

Mr McKENZIE — It isan expanding business. We have avery positive approach to expansion and
development because we are trying to make it bigger on anational basis. We employ family members, whichis
probably relevant to your survey. | am the managing director of the company, and the two of uswork inthe
business together with our immediate family — our son and daughter and their partners— and we aso employ
staff. All the family members except for one — five of us— work on the clerical and administrative side of the
business.

The CHAIRMAN — That givesusafair overview of the business. Could you now turn to the Workcover
side of the business and tell us about that?

MsMcKENZIE — We are on ahigher premium level for Workcover and dways have been because we
are classified in the cleaning industry category, which includes office cleaners and that type of worker who
apparently have high claims. We are lumped in with them. When the average rate used to be, say, a 1.9 per cent
premium ours was 3.79 per cent, and with the new increases it isnow up to 5.3 per cent, which isavery high
premium. This year our premium without GST is $21 845.

MsMcKENZIE — That isjust for Victoria

Mr McKENZIE — That isjust the Victorian figure; it isnot a national figure.
The CHAIRMAN — Do you have last year' s figure there?

MsMCcKENZIE — Last year's premium was $13 348.

The CHAIRMAN — It has gone up by about 50 per cent.

MsMcKENZIE — The wages have gone up in that time, and | anticipate that my wageswill bewhat |
estimated. Even so, applying this year’s premium percentage to last year’ swages, thereis till a$5000 increase. |
would be paying $5000 more thisyear than | did last year if the wages had been the same for both years. That isa
huge increase for asmall business.

The CHAIRMAN — What isthe effect of that increase on your business?

MsMcKENZIE — It stops us employing more people. We would desperately like to put two or three
more people on in Victoria but we would have to have the cash flow to cover all those things. We have had huge
increasesin coststhisyear: al per cent increase in superannuation, which went up to 8 per cent; fuel price
increases have been astronomicadl; there isthe increase in Workcover premiums; and the GST implications have
been astronomically expensive.

443

23 February 2001 Economic Development Committee



My son and | stayed back for hours night after night trying to work out the GST, the new computer programs and
how dl theinformation wasto be put in. If | had had to pay staff to do that | just could not have afforded it. This
year | am already $4000 up on accounting fees, and they have not finished billing me yet.

Mr McK ENZIE — We expect that to go over $6000 to $8000.
Mr McQUILTEN — That isin addition to the Workcover rise? That isjust accounting fees?
Mr McKENZIE — Yes.

MsMcKENZIE — We have had al those expenses. We started the business from home as a backyard
business and it has just grown. When businesses grow like that, you do not have and you cannot afford to employ
expertisein al those areas. | started off doing the wages for just the two of us; now | am doing the wages for
17 people. | am expected to know all the legidation covering Workcover, GST and payroll tax, which we now have
to pay. In asmall business you cannot keep up with all that legidation and run your business at the same time. We
are graffiti removalists, not accountants or tax experts, but if we do not know something or make a mistake we are
immediately fined. Thereisno leeway anywhere. For example, we were ayear behind in paying the Victorian
payroll tax; | paid what | should have paid but | got afine anyway. They said it was my responsibility asa
director — which it was— to know exactly when | reached the payroll tax level, but we are running a business and
we are not thinking of all those other things. We are ill not able to afford to employ someone full time to take care
of al that administration.

The CHAIRMAN — In relation to Workcover, which iswhat we need to concentrate on, what action did
you take when you received the premium notice?

MsMCcKENZIE — | wrote to them and asked if they could explainit, and | got no reply.
The CHAIRMAN — Y ou wrote to your insurance agent or to Workcover?
MsMcKENZIE — It would have been the insurance agent, | think.

The CHAIRMAN — You did not receive areply?

MsMcKENZIE — No, | have never had areply from them.

Mr McQUILTEN — Who was your agent, by the way?

MsMcKENZIE — HIH Insurance. It has changed and swapped around severa times because it was
taken over.

The CHAIRMAN — What was your understanding of why your premium went up by that amount?

Ms M cK ENZI E — Because of the Labor government introducing the common-law right to sue and
wanting to bring in afully funded scheme,

The CHAIRM AN — Have you had any Workcover claims made against you?

MsMcKENZIE — We have had two claims. one about 10 years ago, and another about four years ago
for $450.

Mr McQUILTEN — How much wasthe one 10 years ago?
MsMCcKENZIE — | never had afinal settlement on it; probably about $1500.

MrsCOOTE — You said you have 12 employees here in Victoria, and presumably therest arein New
South Wales; isthat right?

MsMCcKENZIE — They arein South Australia, New South Wales and Queendand.

MrsCOOTE — Could you give me from your experience a comparison of Workcover premiums
between South Australiaand New South Wales?

Mr McKENZIE — Itisvery interesting. They are dl over the place.
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MsMcKENZIE — Eachisdifferent. South Australia sis paid monthly and | get abooklet that details all
my premiums and everything, so | know exactly how much | am paying. That is another thing | would like to say
about Victorian Workcover: | get a sheet that tells me exactly what my premium is but in no way doesit tell me
how that premium was calculated, what my percentageis or whether | am getting abonus for not having aclaim. |
have no idea about those things with Victoria s Workcover, whereas with South Australia’ s | know exactly where |
stand and what my premiumiis.

MrsCOOTE — Isthere adifference in the rates?
MsMcKENZIE — South Augtralia sis 5.829 per cent.
Mr McQUILTEN — That isabout half aper cent higher than Victoria's.

MsMCcKENZIE — Yes, but it has given me a$500 credit becauseit isafully funded scheme and it had
money left over from last year, so it paid that back to employers.

MrsCOOTE — What has been your experience with Workcover in New South Wales?
MsMCcKENZIE — Therateisvery high in New South Wales— it isabout 10 per cent.
MrsCOOTE — Arethey easier or less easy to deal with in New South Wales?

MsMcKENZIE — | have had one claim up there and they were very good to deal with. The chap | got
onto was very helpful, but the actual formsthey send out are not easily readable or easy to understand, so | had to
ring him and he stepped me throughit dl.

MrsCOOTE — Aretheindustry ratesin New South Wales higher than the industry rates you get
alocated here?

MsMcKENZIE — The New South Walesrateis, yes.

MrsCOOTE — Therate you were quoting before was not your rate?
MsMcKENZIE — No, 10 per cent ismy rate.

MrsCOOTE — And theindustry rate is 10 per cent aswell?
MsMCcKENZIE — | have no ideawhat the industry rate in New South Walesis. | did not ook that up.
MrsCOOTE — That is very interesting; thank you.

Mr McKENZIE — Do you want to know the rates for Queendand?
MsMcKENZIE — Queendand srateis 2.6 per cent.

Mr CRAIGE — That iswhat you are currently paying?
MsMcKENZIE — Yes, 2.6 per cent.

Mr CRAIGE — It may not necessarily be the industry rate?
MsMcKENZIE — No.

Mr CRAIGE — Y ou could be getting discounts?

MsMcKENZIE — No, the industry rates would be lower.

MrsCOOTE — Your industry rate is higher than what you are paying, according to our information. We
have been told that the industry rateis 7 per cent, but you are paying 5.3 per cent, so you are actually paying less
than the industry rate.

MsMcKENZIE — That would be because we have not had claims, but that information should be shown
on the form so you know the situation each year, as happensin Adelaide. Then | know where | stand.
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MrsCOOTE — Theonly information | have is about your industry category.

Mr McKENZIE — One concern | have dways had isthat you are lumped under the bulk Workcover
rates. It may well be that adiscount is being paid to us but companies that go out of their way to have an
occupationd health and safety policy, and work safely, do not know whether they are being rewarded. We know
that the Workcover guy walksin the door and does an audit of our operations, but we do not know whether we
have complied. We have had few claims. There is no rational e between the dollars paid and claims made. Thereis
no reason why we should have claims because of the way we run the business. We do not expect to have claims
made against the company yet we are paying huge Workcover premiumsfor other people in the industry who, we
can only assume, do not have the same occupationa health and safety standards.

We areworking hard at getting that right. We are a quality-assured company and have done alot to gain that
standing. We write our own manuals and control our business through planning manuals and procedures.
Everything is documented. We have spent alot of money through having people work safely. We do not know
whether the company is gaining a benefit for working in that way; if we are, | suggest it would not be enough
because the premiums we pay are exceptionaly high for what would be perceived to be our claim rate.

MsDARVENIZA — A number of things can lead to your premiums having increased. Thefirst isthe
introduction of common law, which hasincreased the premiums by 15 per cent; also, an additiona 2 per cent has
been imposed because of the introduction of the GST. That would be part of the reason for premiumsincreasing.
The second reason is that your industry’ s category hasincreased by 40 per cent.

MsMCcKENZIE — That is our beef. Why are we classfied in that industry?

MsDARVENIZA — You arein the cleaning industry. If you believe for whatever reason that you are not
part of the cleaning industry, you need to take that up with Workcover.

MsMCcKENZIE — That isusdess.
MsDARVENIZA — Have you tried?
MsMcKENZIE — Yes.

Mr McKENZIE — We accept that we must be placed somewhere, whether it be under the building
industry category, or whatever — that isthe way things are.

MsDARVENIZA — Unfortunately for you that category hasincreased by two levels and premiums have
increased by 40 per cent. Would you have any objection to our contacting Workcover and finding out the
breakdown of your premium increases and where they have come from?

MsMcKENZIE — That isfine.

MsDARVENIZA — It probably comes from the increase in the industry rate. Have you increased the
number of staff in Victoriain the past 12 months?

MsMcKENZIE — No. Therewould have been pay risesin that time but no increase in staff numbers.

Mr CRAIGE — You havethe Victorian figures. Doesit have a percentage rate on it?

MsMcKENZIE — No. Would you like to seeit?

Mr CRAIGE — No, | believe you. How do you know that you are paying 5.3 per cent?

MsMCcKENZIE — | worked it out.

Mr CRAIGE — You are not told about your premiums?

MsMcKENZIE — That ismy besf.

Mr McKENZIE — If our calculations are incorrect it could be something else, but we do not know.

MsMcKENZIE — Ontheform they give me our remuneration for the past three years and that the total
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premium is $24 029.

Mr CRAIGE — | understand your beef about being categorised with any other group of cleaners— they
could be office cleaners, cleanersin the retail industry, or whatever — because you are a speciaised areawithin an
industry. Workcover hasthe current rate in Victoriafor cleaning services as 7 per cent. It says your rate should be
7 per cent. If you are paying only 5.3 per cent, clearly adiscount factor or some other factor has been taken into
account because your record has been good. The committee is also meant to investigate what should happen in the
future. Common law isaredity because it has been reintroduced by the Bracks government. What else would you
liketo seein afuture Workcover plan in Victoria? Would you like to see a penalty-and-bonus system?

Mr McKENZIE — | would like to see something along those lines so that companies that have taken
stepsto prevent accidents would be rewarded. That should be seen by the employer becauseit isno good a
company doing it but not being rewarded.

Mr CRAIGE — Y ou, the employer, need to see what is happening, as happensin South Austraia?
MsMcKENZIE — Yes.

Mr McKENZIE — If we have done agood job and have saved 3 per cent, when we pay the bill we can
say, ‘We may have saved $3000 or $4000 through some of the money we have spent on safety’.

MsMCcKENZIE — If that rateis 7 per cent, that makes Victoria the second-highest state for Workcover
premiums.

Mr CRAIGE — It does.

Mr McKENZIE — We said we would not operate out of New South Wales because of the costsinvolved
there. It may not seem much for acompany the size of ours, but it makes a huge difference. We need not be based
in Victoria, we could operate from any state, but we choose to be based here. If the Workcover ratesincreased even
further — athough | admit they would need to be considerably higher than they are — we would consider moving.
But the premiums come into the overdl operating costs. A number of factors preclude us from operating in New
South Wales.

Mr CRAIGE — Do you have contracts with agencies, governments or the railways— do you do that sort
of work?

MsMcKENZIE — We havein past years but we do not work for the railways at the moment. We lost
that tender.

Mr CRAIGE — Areyou involved in tendering processes?

Mr McKENZIE — Yes, tenders are currently being negotiated with al councils and government bodies.
Wework for the private sector aswell as al forms of government and the business sector.

Mr McQUILTEN — Have you tendered to clean up the GST?

Mr McKENZIE — Welikeit when you create a public outcry because we go around and clean up
afterwards.

Mr McQUILTEN — Areyou pleased to hear that the government islooking at what you were talking
about as one of many options— that is, at the companies that are concentrating on occupational health and safety
issues and making an effort?

Mr McKENZIE — That isan important matter. Recently aguy walked in off the street and did a
Workcover audit. He did afairly good job, but talking in general terms, he followed up on hisaudit to see whether
we had complied. For example, we did not have a detailed evacuation plan displayed on the wall of the business.
Asit happens, the businessis mainly family members and we knew what to do if something had happened, but we
were outside the regulations. We had that plan drawn up and put in place. He came back and checked the building.
He walked down the street and did audits on two businessesthat, it so happens, would be the onesleast likely to
have infringed the regulations. | believe Workcover ingpectors work in that way because they are frightened to
enter and audit some company premises because of later legal ramifications. In other words, if he does not pick up
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everything and acompany is pulled up on abreach, the defenceisto say, ‘We were inspected. The inspector did
not pick it up, nor did we, so we are not guilty’.

At the end of the day, the environment in which the inspectors are working is not very good. The ingpector should
have walked into the two factories that are on either side of me. He would have had to close them both down
because they do not get anywhere near occupationa health and safety standards. They do not measure up and he
would physically have had to close them down. He did not. He came down the street, looked at our building, which
was neat and tidy and looked as if it complied, walked into the back room and noted that it was clean with polished
floors. That is not the case with any other building in the Street.

The point | want to make is that we want to reduce accidents. If we want to reduce premiums we have to reduce
accidents and people getting hurt. Y esterday afternoon in 2 hours there were three major cases. | am well aware of
what happens. Those ingpectors should be able to go out and advise people. There are many small business people
like us. As Maureen explained, we have trouble coping with the legidation because there is so much of it.
However, if someone walksin, teaches us and workswith usto get it right, we are only too willing to comply.

We put into practice every recommendation made by that inspector. If he wants to come back — and we have
invited him back — in six months and give us some more recommendations, we will implement them. In many
areas he did not know the law himself. | took him into achemical storage bay and asked whether it complied, and
he could naot tell me; he was not sure. | am not rubbishing the ingpectors because in many areasthe law is
complicated and it is hard for them to know it all, and | respect that. We need people to go out and talk to industry.
An inspector should be able to walk into every one of those factories down the street, give them advice and assist
them in making their premises safer. That is a proactive approach.

Mr McQUILTEN — The Kennett government sacked alot of those inspectors and now the Bracks
government is putting more on. Probably the one who saw you was new.

Mr McKENZIE — No, | asked him and he said he had 17 years experience. He knows hisjob and does it
well. But will you take my points?

The CHAIRMAN — Certainly. The committee will send you a copy of the transcript to check. Thank
you for coming.

Witnesseswithdrew.
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The CHAIRMAN — | welcome Mr Andrew Bryant. All evidence taken by the committeeis subject to
parliamentary privilege and is granted immunity from judicial review pursuant to the Constitution Act and the
Parliamentary Committees Act. Mr Bryant, would you briefly describe your business, how many employees you
have, what you do and what happened with Workcover, and then the committee might ask you some questions.

Mr BRYANT — | aminthe metal manufacturing industry. | have seven employees. We service large
food companies such as Kraft, Murray Goulburn and the like.

Mr CRAIGE — Do you make tanks?

Mr BRYANT — Yes, basically anything from silosto industrial-sized kitchens, so it could be measuring
equipment, weighing equipment, and that type of thing.

Mr CRAIGE — All with stainless stee! ?

Mr BRYANT — Basicdly dl stainless steel and basicdly al one-off job equipment aswell. | am not
really competing against imports as such. We are just making specific equipment for specific needs.

Mr McQUILTEN — It isaniche market?
Mr BRYANT — Basicdly, yes.
The CHAIRM AN — What is the situation with Workcover?

Mr BRYANT — From our point of view, the cost of Workcover does not really affect usin that we
re-evaluate our hourly rates monthly and our jobs are costed monthly, so we are not getting tied into contracts and
thingslikethat. All it meansto usisthat our hourly rates go up if our costs go up — Workcover being one of them.
Most businessesin our industry are smaller with 7 to 20 employees. Basically, what happensis our costs go up and
our hourly rate goes up. That then makes room for subcontractors to come in underneath, as such. | do not know
how to describeit, but alot of our work is not done necessarily with heavy equipment so there is room for other
people to move in and do things from vans on site. As hourly rates go up there isroom Ieft for peopleto earn good
hourly rates without being in the industry as such— for example, thereisalot of apprenticeship-type work around
which for usis quite skilled work. It iswell paid and the higher the hourly rate increases you find more
subcontractors and fewer apprentices. Their doing the apprenticeship-type jobs is cutting down on apprentices. |
know it is probably not directly related but that is whereit affects me. As| said, the cost does not redlly affect me. |
can wear the cogt if it goes up. The people | compete with are covered by the same cost and within that same month
their hourly rateswill change aswell. It isthe periphera problemsthat occur with increased coststhat affect us
more.

The CHAIRM AN — What happened with Workcover in your business this year?
Mr BRYANT — Thisyear it has gone up dightly, not agreat deal but it has gone up.
The CHAIRM AN — What has been the result of that on your business?

Mr BRYANT — The hourly rate has gone up and | just charge the clients more. From the prafit point of
view it does not make any difference, so long as| keep on top of it.

The CHAIRMAN — And so long as you remain competitive with your competition?

Mr BRYANT — Othersin asimilar position are wearing the same costs. We are al quoting
month-to-month, so provided you are on top of what your increases are, everyone has asimilar hourly rate. It seems
to be common through the industry. It progresses at asimilar rate. It is more the opening that you now see — for
example, our industry rate is probably about $50 to $60 an hour, whereas people just out of their time and
tradesmen see that they can get $40 an hour and will start to undercut companies such as mine. However, they are
not providing apprentices. | know that was aroundabout way of getting toit.

The CHAIRMAN — Do you have any particular concerns about Workcover?

Mr BRYANT — | do. We ded alot with testing so we get Workcover inspectorsin dl the time, not so
much for inspections but basically for pressure testing and equipment inspections. | deal with them alittleand | get

feedback from them aswell. One issue that has been raised by them — and | have not directly asked them
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about this— istheir toothless nature. | would like to think we comply with all the rules as such, but there are
always areas where we could improve safety, such as upgrading equipment beyond the origina supply
gpecifications. However, thereisno financia incentive for me to do that, whether it be a Workcover discount or
something of that nature. That has been raised with me by the inspectors. They are in the same boat. Why point out
things that are marginal on the rulings? Within reason we operate in aworld where nothing is done without a
financia incentive, where you have to work out your priorities so long as they are not detrimental. Sometimes
safety isnot one of the mgjor priorities. There is no incentive to do better than achieve the minimum requirements.

Mr CRAIGE — Can | stop you, because | am unclear. Isthat on the end product of manufacturing?
Mr BRYANT — No, more on the manufacturing equipment itself.

Mr CRAIGE — Stainless steel welding isavery specialised welding and not any welder can do it?
Mr BRYANT — That is correct.

Mr CRAIGE — Soiif you wanted to you could upgrade and maybe get into robotics or something?

Mr BRYANT — No, itismoreimportant for rolling, for example. Rolling is adangerous fabrication
process. Equipment will come with the minimum guards and other requirements, because if there are two items and
oneisdoublethe price of the other but they both meet the criteriafor safety and do the samejaob, | will tend to buy
the cheaper one. However, along the way and over time some equipment becomes outdated and might need more
safety stops, for example. There might aso be technologica advances with safety beams, for example, and while
the equipment may comply with the requirements of the law the Workcover inspectors can rai se safety issues about
it.

Mr CRAIGE — ltislike the differencesin safety features between cars?

Mr BRYANT — Yes, the difference between atwo-airbag and an eight-airbag car; thereis no incentive to
buy the eight-airbag car.

Mr CRAIGE — Absolutely.

Mr BRYANT — We are probably one of the largest companiesin sheet metal and boilermaking
manufacturing, and | imagine we are towards the top of theindustry list, so to speak, but thereis no incentive for us
to go beyond the minimum requirements.

Mr CRAIGE — To go beyond two air bags?

Mr BRYANT — Yes. | tend to go beyond the minimum requirements, but | know there are alot of
companies that do not measure up. There are placeswhere | will not let our blokes work when we put them on site
or where they are under specific instructions about the things they are not to get involved with, purely from the
safety aspect. | have seen and heard on anumber of occasions that thereisalack of incentive to improve safety.
Although thereis, asthe advertising says, alegal incentive to meet a certain requirement, in some areasthe
legidation is seen either to be behind the times or not to relate specifically to certain situations. The Workcover
ingpectors have problems enforcing those areas, or do not want to, for whatever reason.

MsDARVENIZA — Areyou saying that you think there should be grester incentive built into the
Workcover scheme so that employers, in your industry in particular, are encouraged to have safer equipment?

Mr BRYANT — Basicdly, yes. Thereisalack of incentive, although | have thought about it and do not
know how you would achieveit.

MsDARVENIZA — | understand what you are saying; you have made your point very well. You sad
the Workcover premiums have not impacted on your businessin any way?

Mr BRYANT — Not on the profit margin, no.
MsDARVENIZA — So it has not been a huge impact?

Mr BRYANT — No.
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MsDARVENIZA — Another thing that has been introduced recently isthe GST. How doesthe
introduction of the GST and itsimpact on your business compare with Workcover and itsimpact?

Mr BRYANT — Again, zero. We were a tax-exempt manufacturing business before and | did not really
get involved with salestax and things like that, so basically we now operatein a GST-exempt environment. | sall, |
buy, no-one even discusses GST, and at the end point we are adding and subtracting. Doing that small amount of
accounting and our quarterly remuneration calculations probably costs me 10 or 15 hours more paperwork, but it is
not an issue that bothers me.

MsDARVENIZA — It has not had a huge impact on you?
Mr BRYANT — No, not oneway or another.

MsDARVENIZA — Would you have any difficultieswith our being in contact with Workcover to get a
handle on exactly what the increases in your premiums have been and why you have had those increases?

Mr BRYANT — No. As| say, we have been claimless for five years, but thereis no incentive to be
claimless as such. The other issue, which is smaller but probably affects smaller companies, isthat | have quite
often seen people going to adoctor under the Workcover system where the cost for the visit is perhaps double that
for anormal visit to adoctor, o in the end they are sent to their own doctor, they claim it on Medicare and the cost
is substantially reduced. Smaller businesses tend to bypass the system because of the higher costs, which raises
some issues.

The CHAIRMAN — Mr Bryant, thank you very much for coming along. We appreciate the time you
have given us. We will send you a copy of the Hansard transcript of our discussions.

Witnesswithdrew.
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The CHAIRMAN — Thank you for coming early.
MsKNIGHT — | do not work on Fridays, so you are lucky | am coming &t al!

The CHAIRMAN — All evidence taken by this committee is subject to parliamentary privilegeandis
granted immunity from judicial review pursuant to the Constitution Act and the Parliamentary Committees Act.

Canyou tdl us briefly about your business and we will then get onto the Workcover issue and ask you some
questions?

MsKNIGHT — | work for Carpenter’ s Body Works and Modern Towing and Salvage (Aust) Pty Ltd.
The two companies are owned by my sister and brother-in-law. | have been working there for 25 or 28 years doing
officework, so | know all about the costs. | was very interested in what the previous witness had to say. What a
lifel Nothing hasimpacted on him; | wish that were us.

Workcover premiums have impacted on our business. In the body shop we have 15 tradesmen, 8 apprentices and
about 8 people working in administration, and in the towing areawe have 15 drivers, of whom 8 drive heavy tow
trucks and 7 drive accident tow trucks and machinery. In the towing areawe are trying to specidise in heavy
haulage. My brother-in-law has built up the business and that is where he isfocusing. However, accident towing is
all government regulated, including the rates, so we cannot put our prices up like the previous witness, who said he
can quote and put his price up. Under the new government we have just had arisein towing rates, and it isthe first
rate rise we have had in accident towing in 10 years. The rate to do alocal tow from an accident scene has been $45
for 10 years, and since the new government came in and the GST was introduced there has been araterise. The
accident towing rates, storage rates and so on are government regulated so we cannot put our pricesup. Itisa
similar situation in the body shop. We do mainly insurance work so al the rates are governed by the insurance
companies, which have alot of power aswell. We get so much an hour, which isworked out by the insurance
companies. We get paint rates and all those things. If acar is brought in, we quote for its repair, but we cannot
guote above the going rates or the insurer’ s assessors will say, ‘ That isall you will get’.

The CHAIRM AN — What about the Workcover situation?

MsKNIGHT — Our premiums jumped massively. The premium for the body shop in 1999 was $15 000,
but in 2000 it was $25 000, yet there is not much difference in estimated wages. It isworse in the towing section.
Last year the premium was $30 000; this year it is $45 000. We have three workplaces for the towing business
because trucks must be placed in depots, according to government regulations. There is some incentive under
Workcover, although not too many people know about it. Theindustry rate for usin 1999-2000 was 2.7 per cent,
and itisnow 3.26 per cent. If abusiness does not claim, the premiums under the industry rate decrease. We are
under that percentage rate for the body shop part of our business. | know of only one claim in the body shop, but
over the years we have had severd claimsin the towing section. It is hard to counter that situation in the towing
area because the drivers are on the road. We try to comply with al the regulations; we have an occupational health
and safety policy and impress on the drivers how they must operate safely, and so on. In the year that impacted on
our premium we had one Workcover claim for stress and another for a broken hand.

Mr CRAIGE — Thisisin the towing section?
MsKNIGHT — Yes, in the towing section; and one kneeinjury.
Mr McQUILTEN — What wasthe total of the three combined claims?

MsKNIGHT — The broken hand claim has finished because it happened three years ago. It totalled
about $2500. The stress claim estimate, because the claim was made only last year, was $80 000. We do not yet
know the total amount for that. At one of our towing workplaces we pay 6.33 per cent because of those claims.

Mr McQUILTEN — What isthe industry rate on the towing business?
MsKNIGHT — It is3.26 per cent.

Mr CRAIGE — The same asfor the body shop?

MsKNIGHT — The body shop and towing, yes.
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Mr CRAIGE — | find it interesting that you are under ‘ smash repairs’ but ‘towing’ is not aWorkcover
category. Isthere not a significant difference between a smash repair body shop and heavy towing?

MsKNIGHT — Thereis.
Mr CRAIGE — Itisadifferent industry?

MsKNIGHT — Itis. | have asked our insurers about that and they say, ‘Y ou are lumped together’. The
administrative people who work in the office, with eight people in the towing section, do only office work, but they
are linked to that 3.26 per cent. They are unlikely to have claims.

Mr CRAIGE — They are not out driving trucks?

MsKNIGHT — No, nor are they lifting anything in the body shop. We have to pay the same rate for our
office people as applies throughout the entire industry. On the forms the insurer says, ‘What isyour primary
business? .

The CHAIRMAN — Y ou are caught two ways because you have administrative people working in both
businesses, but in neither towing nor smash repairs, and smash repairsis a separate operation from towing.

MsKNIGHT — Yes. | am comfortable with the concept of Workcover covering everybody. In the past
when we had workers compensation, as a previous witness said, you could go down the street and could almost
pick out the number of businesses that bothered to have workers compensation. At least now people have
Workcover becauseit is compulsory. Y ou could probably fudge, although | don’t because | cannat, but at least
some people think about it.

Mr CRAIGE — | am sure nobody does.

The CHAIRM AN — When you received the increases from $30 000 to $45 000 and from $15 000 to
$25 000 did you inquire why that was s0?

MsKNIGHT — Yes, wegot alot of information from the Victorian Automobile Chamber of Commerce,
saying, ‘Look at your policy’. They have written to paliticians, people like yourselves.

Mr McQUILTEN — Have you contacted Workcover?
MsKNIGHT — No. | have spoken to our insurers but not to Workcover.
The CHAIRMAN — Are you satisfied now that you know why the premiums increased?

MsKNIGHT — Yes, | think | am but it is hard to understand. | understand the premium cannot increase
if you claim more than 20 per cent, and so on. We had abig claim a couple of years ago and | rang Workcover.
They told my insurer to send out a document showing how the claim would impact on our premiums, but you
would need to be an actuary to understand that document.

MsDARVENIZA — Would you mind if we contacted Workcover and asked them for details asto why
your premiums have increased?

MsKNIGHT — Yes.

MsDARVENIZA — Thereisarange of reasons why the premiums have increased, partly because the
government has reintroduced common-law claim rights. That led to a 15 per cent increase in the premium; aso, the
GST has meant a2 per cent increase. Then you must take into account the several claims you have had. They could
impact significantly on your premiums. Have your staffing levelsincreased?

MsKNIGHT — No.

MsDARVENIZA — That could be another reason why your premiumsincreased. Y our category of
smash repairs has been increased by one level, which means a 20 per cent increase for theindustry. The only new
thing that the government has introduced is the 15 per cent for common-law claims, but that would be asmall
component of your increases. How have the increases you have experienced with Workcover and the effect of the
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premiums on your business compared with the effect on your business resulting from the introduction of the GST?

MsKNIGHT — Itisvery smilar. We are al computerised, but it takes alot of timeto do the
documentation.

Mr McQUILTEN — Areyou talking about the BAS statements?

MsKNIGHT — Yes, everything.

Mr CRAIGE — The announced changes to the BAS will make them better, won't they?
MsKNIGHT — I think so; anything would be better.

Mr McQUILTEN — They could have made it worse had they tried, but | don’t know how.

The CHAIRMAN — Sadly, that is not on the committee' s agenda. We have to stick to Workcover.

MsKNIGHT — Thewhole GST-BASthing was idictic in the extreme. Even the terminology was
difficult for me. | have done bookwork all my life but | am not a qualified bookkeeper or accountant.

MsDARVENIZA — What is your estimate of the cost to you?

The CHAIRMAN — | haveto rule that question out of order. The committee isinquiring into
Workcover.

MsDARVENIZA — Mr Chairman, | do not know why we cannot cover them both.

The CHAIRMAN — The committee cannot use the evidence it receives today about the GST.
MsKnight, isthere anything else you would like to add on Workcover?

MsKNIGHT — | do not think so. | wrote some points down. Personaly, | do not have a problem with
the government bringing in common-law rights. That isall right and everybody should haveit.

Mr McQUILTEN — It wasamord thing to do.

MsKNIGHT — Yes.

Mr CRAIGE — Therefore, you understand that your premiumswill go up accordingly, don’t you?
MsKNIGHT — | do.

Mr CRAIGE — Do your sister and brother-in-law accept that fact?

MsKNIGHT — No, probably not, but | do the paperwork so | am alowed to have my opinion. | do not
know what they would say about that. Our experience with claimsin our industry isthat it isvery difficult. We
have not had alot of claims, especidly in the body shop. Over the past 25 years Craig has had seven body shops,
and in dl those years we would not have had more than three claims. One was a hernia operation back in the 1970s
and recently there was aback injury, but they are the only claims that the body shops have had in dl those years. In
the towing industry we have had probably six claims, and four of the six wereridiculous claims and definitely were
not work related.

Mr CRAIGE — Is‘doubtful’ aword you would use?

MsKNIGHT — Definitely; even more than doubtful, they were definitely dodgy, but you cannot do
anything about that. That is Workcover related, and thereisalot of that going on and it affects our rate and makes it
very hard.

The CHAIRMAN — MsKnight, thank you for coming today. The committee will send you a copy of the
transcript to check.

Committee adjour ned.
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