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SMALL BUSINESS GUARANTEES REPEAL BILL 2004 
Second Reading 

Resumed from 11 May. 

HON SIMON O’BRIEN (South Metropolitan) [11.35 am]:  The Opposition supports this Bill, which relates to 
small business guarantees.  This is an important matter, and I believe it is important that we give it sufficient 
attention.  In my contribution on behalf of the Opposition, I propose to go through every single clause 
individually and address them all now in the second reading debate.  Obviously, we agree with clause 1.  As I 
have already indicated, we support the short title.  Clause 2 states that the Small Business Guarantees Act 1984 is 
repealed.  We support the repeal of that Act.  There are no other clauses.  There is the absence of a 
commencement date clause, which simply means, under Western Australian legislation, that the Bill, if passed, 
will have effect 28 days - I am not sure whether that includes bank holidays - from the date on which it receives 
the royal assent. 

The Small Business Guarantees Act 1984 sought to introduce some support for proposed small businesses that 
were having difficulty obtaining finance to establish themselves because of a lack of security available to them at 
the time.  The deal was that the Government would provide security for 90 per cent of the funds to be borrowed, 
while the banks would provide a guarantee or take security over the remaining 10 per cent.  It was awfully good 
of the banks to come to the party with a whopping 10 per cent, when the State had guaranteed 90 per cent.  In 
due course, in the mid 1990s, with the changes to the practices surrounding the financing of new business 
operations, other alternatives became available.  However, in addition to other alternatives becoming available, 
the banks indicated to the Government that they no longer wished to participate in this exercise, which struck me 
as a little disappointing, but which, from the vantage point that we now occupy, is a trifling footnote to the whole 
affair that I will not dwell on.   

For the benefit of members who may not be familiar -  

Hon Ljiljanna Ravlich:  Deregulation of the banking system probably meant that there was more banking 
activity, and the banks may well have taken the position that this was small fry.  I am not saying that I agree with 
it, but that is probably what happened. 

Hon SIMON O’BRIEN:  Yes, the minister is probably right.  It does not really matter now, at least seven years 
down the track.  The support provided by banks at the material time to potential small business operations was 
not exactly overwhelming.  As a minister observed in another place, he had never thought of banks as 
philanthropic institutions.  They certainly lived up to that view during the circumstances that led to the original 
Act.  

For those members who may not be aware - I say this for the record and also as a matter of interest - the 
Opposition notes that from 1985 onwards 368 applications for financial guarantees were lodged under this 
scheme.  The last application was received in 1997.  According to the figures that have been made available to 
us, of those 368 applications, 108 were declined and 119 were withdrawn, presumably after they had been 
processed and the proponent had become aware, through advice from a bank or some other quarter, that it was 
not viable to proceed.  Prudently, those applications were not proceeded with.  It is interesting that such a large 
proportion of securities applications were not proceeded with.  The fact that one-third of applications were 
withdrawn because potentially they would not have been viable shows a considerable amount of maturity on the 
part of those who were administering the scheme.  Of those 368 applications, 141 applications were successful 
and, of those, 22 failed.  That is about one in seven.  I do not know whether that could be viewed as a high or 
reasonable rate.  One would have to review all the business operations, and that is not our role at this time.  The 
decisions that had to be made have been made.  Of the 22 cases that fell through, the contingent liability was in 
the order of $166 million.  In a scheme that effectively ran for 10 years, that is a modest cost of $160 000, 
especially in view of not only the scheme’s benefits in helping people to buy businesses - jolly good luck to them 
- but also the community benefits that were generated by those small businesses, such as employment and, 
perhaps just as importantly, childcare services -  

Hon Ljiljanna Ravlich:  The multiplier effect.  

Hon SIMON O’BRIEN:  The multiplier effect - whatever.  Actually, I am referring to the immediate services, 
not so much the multiple services which were made available and which, by definition, would not have been 
made available without the guarantees Act and the scheme that went with it.  That is further information for the 
interest of members.  The Opposition relies on the minister representing the Minister for Small Business to know 
that all guarantees have now been finalised and that the potential contingent liability of the State has expired.  
We are confident in associating ourselves with the Government’s view that all matters are completed and have 
expired, and that this legislation is no longer required.  That is why we support the repealing of the Act.   
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Voila, clause 2!  If the Government had chosen to include other clauses, we might have supported them also!  
The Opposition supports the Bill.   

The PRESIDENT:  I welcome students from the O’Connor School to the gallery.   

HON DEE MARGETTS (Agricultural) [11.44 am]:  As has been mentioned, the Small Business Guarantees 
Repeal Bill is a simple two-clause Bill that will repeal the Small Business Guarantees Act, which is now 
considered to be redundant in the provision of guaranteed loans.  Obviously, the interest rates that have been 
offered over the past few years have not been attractive, and that is probably reflected in the take-up rate.   

The Greens (WA) recognise that small businesses are often the engines of employment growth in Australia.  
Small businesses collectively are the largest employers in Australia.  When considering similar Bills at a federal 
and state level, the Greens have consistently considered what impact they would have on small business and on 
employment within the small business sector.  The Greens have no problem with industry policies that 
specifically assist certain industries and sectors.  Unfortunately, at the federal level, and since the introduction of 
the goods and services tax, it has been quite difficult for particular sectors of industry that are considered 
beneficial to regions or beneficial because they offer environmental or community benefits to be assisted by 
preferential tax treatment.  Industries that produce pollution or non-essential goods are taxed at the same rate as 
industries that work to improve our environment and social climate or industries that produce essential goods.  
We must be aware of the fact that there are probably less direct means by which Governments can assist 
industry.  Although we understand that the provisions of this Act are redundant, for some time the Greens have 
been calling for a recognisable and public industry policy in Western Australia so that we know on what basis 
Governments assist industry, or are likely to assist industry, and under what conditions.  Unfortunately, the vast 
majority of public funding registry assistance is going to the bigger end of town, rather than to the engines of real 
employment growth.  Having said that, in the not too distant future we would like to see an industry policy that 
clearly states what industries will be given priority government assistance.  Hopefully, such industries will 
include those that are prepared to train people for the future and do not rely only on the public purse to provide 
them with fully trained people through the public school system.  We must use industry policies to achieve those 
goals through all sectors of industry; that is, government, small business and the regions.   

HON RAY HALLIGAN (North Metropolitan) [11.48 am]:  The Small Business Guarantees Act is being 
repealed because it is no longer required and because there are no likely contingencies for the Government and, 
therefore, for the people of Western Australia.  I believe that the Small Business Guarantees Act was first 
enacted for all the right reasons.  Many small businesses in the community still cannot find the working capital 
that they require, whether it be for capital or recurrent expenditure, to use government terms.  In the past, if a 
person approached a bank for a loan, he had to provide some form of security.  Normally he would not bother 
approaching the bank unless he could do so; however, there may have been some cases in which a person had a 
shortfall in his security.  In the old days banks in particular used what was termed a safe realisable value for 
landed property.  That meant that they looked at the market value of the property and reduced it by a percentage.  
That would vary, and the figure they arrived at would be the figure that they would lend up to.  In the past, if a 
person buying a property was experiencing a shortfall - similar to when a person buys a home - the banks would 
allow for inflation over a few years, provided that the person had the capacity to make the repayments.  
However, with commercial and industrial loans the banks had an additional security backstop.  Often when there 
was a shortfall in security, potential borrowers had to curtail their projects and tailor them in line with the sum of 
money they could borrow.  Alternatively, under the Small Business Guarantees Act, they could ask the banks to 
make application to the Small Business Development Corporation for the Government to pick up that security 
shortfall.  The Government, in turn, required the banks to accept 10 per cent of the risk over and above the land 
security. 

The member for Mitchell in the other place, Dan Sullivan, apparently received a briefing from the SBDC and 
mentioned one instance of a business venture that probably would not have started had this guarantee scheme not 
been available.  I believe I know the person who received that support.  It was a lady who wanted to open a 
childminding agency.  In fact, she took almost two years to find suitable premises and, if I recall correctly, found 
a Lutheran church that did not have spires but had a flat roof that suited her purposes admirably.  She went to the 
Australia and New Zealand Banking Group Ltd, which was prepared to lend a certain sum of money, but there 
was a shortfall in the security.  Assistance was provided to her for the bank to make application to the Small 
Business Development Corporation for a guarantee to cover the shortfall.  That lady, I am very happy to report, 
not only did very well with that childminding agency but also purchased another in West Perth - no less - and is 
purchasing the freehold there as well.  Therefore, the guarantee scheme worked very well; obviously not in every 
instance, as there was always an element of risk.  As Hon Simon O’Brien said, at least 109 applicants were 
convinced that the proposals they put forward were not likely to succeed in obtaining a guarantee and they, 
therefore, withdrew their applications.  Hopefully they rethought the size of their ideas and their possible 
direction.  However, these guarantees over the years have assisted many people who, as Hon Dee Margetts said, 
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have quite often created enormous opportunities for employment.  After the lady I mentioned opened her second 
childminding centre, she was employing 21 people; that is, 21 people employed who would have had to find 
other forms of employment had that lady not been able to access the guarantee scheme.  The scheme, therefore, 
did operate well.  Now that circumstances have changed throughout the financial system, there are other ways 
and means - other products, as the banks like to call them - that many of these people can access.  Now that no 
contingent liabilities are associated with this guarantee scheme, I support its repeal. 

The PRESIDENT:  Members, the question is that the Bill be read a second time.  I give the minister the call in 
reply.  However, before doing so, I acknowledge Kalgoorlie Primary School in the red and, of course, I have 
acknowledged O’Connor Primary School in the blue.  Welcome to our sitting of Parliament. 

Members:  Hear, hear!   

HON LJILJANNA RAVLICH (East Metropolitan - Minister for Local Government and Regional 
Development) [11.55 am]:  I thank members for their contribution.  I reaffirm the Gallop Labor Government’s 
commitment to support the small business sector, particularly in regional and rural Western Australia.  This Bill 
was introduced by a Labor Government as part of a series of measures to support the small business sector in 
Western Australia.  It is a policy position that has been overtaken by events.  However, it was seen to be a very 
good idea at the time. 

Hon Simon O’Brien:  A lot of your side’s ideas seem to have been a good idea at the time! 

Hon LJILJANNA RAVLICH:  The performance indicators of this particular project speak for themselves.  Many 
small businesses have been helped as a result of this legislation.  They have been acknowledged by Hon Ray 
Halligan and the member.  It is good to see that people have benefited.  However, people would have to agree 
that when Paul Keating deregulated the financial markets the world became a different place in the way people 
did business.  One of the most obvious impacts of the deregulation was a lot of new players in the financial 
markets.  Generally speaking, when there is that type of competition the cost of borrowing money tends to 
decrease.  People who did not previously have the capacity to underwrite their own businesses or obtain a loan 
found it easier to do so as a result of the deregulation, increased competition and changing economic 
circumstances. 

Hon Simon O’Brien:  I agree with the minister; it certainly became easier to source money. 

The PRESIDENT:  Order, members! 

Hon Simon O’Brien:  It is wrong to say that it became cheaper; interest rates went through the roof. 

Hon LJILJANNA RAVLICH:  They might have gone through the roof some time later but, at the time, 
competition resulted in a reduction in interest rates.  However, that is not the matter we are dealing with; we are 
dealing with the Small Business Guarantees Repeal Bill 2004.  I have to agree with Hon Simon O’Brien that this 
is a very short Bill.  As such, I do not intend to take a lot of the time of the House.   

There were a lot of eligibility criteria, which were quite stringent, for small businesses wishing to access the 
guarantee.  It was not an easy thing to do; they had to jump through hoops to access the money.  Business 
proprietors had to apply to a trading bank for a loan and be rejected solely on the ground of insufficient security.  
In all other respects, the proposal had to have been accepted as a viable proposition.  In other words, certain 
business standards had to be met prior to a decision about whether funds would be provided.  Required funds had 
to be used for capital expenditure, the establishment of a new business or the expansion or diversification of an 
existing business.  The money was certainly not to be used for funding the takeover of an existing business or the 
refinancing of existing debt.  There were some fairly strict criteria governing eligibility for and use of the funds.   

Hon Simon O’Brien has spoken at length about the success of this program.  However, with a deregulated 
financial market and increasing competition among the banks and lending institutions, lending options for small 
businesses became more readily available during the 1990s.  Further participating banks were, as Hon Simon 
O’Brien pointed out, not particularly receptive to continuing with the small business guarantee scheme.  They 
therefore withdrew their support in 1997.  The scheme was then phased out and no further loan guarantee 
applications were accepted beyond May 1997.  However, the existing guarantees remained until the loans were 
repaid.  The last two guaranteed loans were repaid in December 2002.  Lenders were entitled to retain guarantees 
for a further grace period of six months.  That period expired in July 2003.   

The current situation is that given that all the guarantees have been finalised and the contingent liability on the 
State has expired, the Act is required to be repealed.  Cabinet has obviously made the decision that that is what 
should happen.  

I thank members for their support of the Small Business Guarantees Repeal Bill 2004.   

Question put and passed. 
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Bill read a second time. 

Leave granted to proceed forthwith to third reading. 

Third Reading 

Bill read a third time, on motion by Hon Ljiljanna Ravlich (Minister for Local Government and Regional 
Development), and passed. 
 


