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Hearing commenced at 3.30 pm

MOIR, MR STEPHEN
Acting Managing Director, Small Business DevelopmerCorporation, examined:

The CHAIRMAN : This committee hearing is a proceeding of Pariat and warrants the same
respect as proceedings in the house itself demdgwekn though you are not required to give
evidence on oath, any deliberate misleading ofcttamittee may be regarded as a contempt of
Parliament. Have you completed a “Details of Wasidorm?

Mr Moir : Yes.
The CHAIRMAN : Do you understand the notes at the bottom ofdhma?
Mr Moir : | do.

The CHAIRMAN : Did you receive and read an information for wgses briefing sheet regarding
giving evidence before parliamentary committees?

Mr Moir : Yes, and | have read it.

The CHAIRMAN : Do you have any questions relating to your apgeze before the committee
today?

Mr Moir : No.

The CHAIRMAN : We have received a submission from you. Do wash to propose any
amendments to your submission?

Mr Moir : No.

The CHAIRMAN : Before we ask any questions, would you like tkenany opening statements
in addition to your submission?

Mr Moir : No, not at this time.

The CHAIRMAN : Would you give an overview of the role playedymyur organisation in natural
disaster relief arrangements within the community?

moir: The Small Business Development Corporatias taken a very strong approach to any
natural disasters in, particularly, regional WeastAustralia. Most recently it was cyclone Vance
and the Moora floods and, of course, this yearetlvesis the Esperance storm. Our approach has
been very much one of briefing our minister on nleed to go immediately to the area concerned.
We will generally dispatch one or perhaps two edgmered small business advisers to meet with as
many small business operators as possible. Irtiaddo that, they will generally meet with local
government representatives and any key state gosgrnagencies in the area to get an accurate
assessment of the damage and also to get a paftuvbat operations, either state or federal, are
currently operating in the area so that we do nplidate them.

While we do not provide financial assistance, qupraach to small businesses is very much along
the lines of working on their cash flow, budget mg@ment and debt management processes to
basically give them the tools to get through thaagion. As an example, in Esperance we asked
the businesses we visited about their downturnthdfy were involved in the tourism or traffic
industries, we asked them what impact they envs#lye disaster having on their business and how
they were approaching that from a cash flow managemoint of view to get them through. In
general, we found that to be very practical asstga
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Mrs J. HUGHES: It is obvious that the community should be madere of any assistance that is
available to it following a disaster. Based on ryeMperience and observations, how aware are
business owners of the assistance that is avatiatbem following a natural disaster?

Mr Moir : Is that question restricted to the services ffer @r is it across government?
Mrs J. HUGHES: The assistance you offer and also your viewtlbéoassistance that is available.

moir: Our approach is to provide that informatioa a media release and to get it out as soon as
possible through print and television media. Thebfem is that we always miss a certain element
within the community or that element within the commity does not bother to listen to or read that
information because they are too busy. In Esperame did not get to some small business
operators because they were too busy with theamelg role. They missed the opportunity. The
business community in the town of Esperance isedaige and it is difficult to get to all of them i
two days. That is why we go to chambers of commartd industry associations to see if we can
lever in that way. That is the approach to date.

With major disasters like cyclone Vance, in whickntouth was significantly damaged, there is a
fair degree of awareness of the kind of servicesilave across government. Clearly, state
emergency is the starting point, and then healtis, police services and support agencies come
in. 1 would rate the level of awareness as reddgrstrong in areas where there is a significant
impact.

Mrs J. HUGHES: | know that you do not deal with some of theioegl areas of the farming
community. | do not know whether it falls on youtbe Department of Agriculture and Food to
provide assistance to farmers on how to functiod esassess the business that they will be
following through in the next 12 months to recoveHave you heard whether the farming
community is also aware of the services that asélable to it?

Mr Moir : In the case of Esperance, we worked very closgly the Department of Agriculture
and Food. Historically, the corporation has natisied farming businesses. There has been a
discussion about town-based small businesses aaldbased small businesses. However, we have
had discussions with our minister and we now agarsters. A viable farming community has a
positive flow-on effect to the small business comityu The two go hand in glove.

We had discussions with the Department of Agrigeltand Food, which has a business advisory-
type service, and it has been very good in itsingiiess to work with us to avoid any duplication.
The reason we visited the Department of Agricultanel Food following the Esperance disaster
was to get an assessment of the damage to thenfaroommunity. That process has been
interesting with disasters that occur in the drigsem. The automatic response is that assistance is
available to the farming community. Generally, whassistance is offered it appears to be offered
to the farming community. The feeling in some h@m@all business communities is that they tend
to miss out on assistance and the assistance apjpetocus on farming areas and not the small
business sector. We strongly argue that theresneete a balanced approach to that. Both the
small business and farming communities need tdheta access assistance.

Mrs J. HUGHES: They are suffering under the same conditions.

Mr Moir : Yes. For instance, the only difference is tha drought situation small business feels
it anywhere from three to six months after the intpa the problem. Cash flow does not dry up
until that point. In the dry seasons example, werkihocked the majority of small businesses in
the drought-affected area, and they were repottiagthey were reasonably okay until the end of
December, but from then on they would start to feelpressure of the cash flow drying up. That is
when farmers would stop paying bills.

The CHAIRMAN : When we were in Esperance we spoke to some dmiglhess owners,
particularly in transport businesses, and theyciagid that there is a larger impost on them taetrav
an extra 160 kilometres to deliver goods from Eapee to Westminster. In some cases, because of
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that extra distance, they had two drivers on atara they bore the brunt of the extra cost. dseh
anything in the Western Australian natural disasedief arrangements or the Small Business
Development Corporation to assist those small lessies? It is a huge additional cost that is not
passed on to the end user. The guy in the midetleaught with it. Is there a way around that?

Mr Moir : There is no way around that one. Again, thil®re the advice on cash flow comes
into being. We have to look at those businessegd¢chow they are managing and ascertain what
they are doing to bring that sort of cost factotoirtheir business model so that they can
accommodate it. In that instance - Lake King - thiers had to divert around Lakes Road.
Esperance was an interesting exercise. It wathtieetime in as many years that the road had been
shut down. They are getting used to the road problThey are now looking for assistance to seal
the Lake King diversion road; that is, CascadesdRoa

Mrs J. HUGHES: One way in and one way out would be a novel aggi.
Mr Moir : It would be a novel approach.

Mrs J. HUGHES: The level of bureaucracy - filling out forms apdoving identification -
especially when people are experiencing hardshiglieaster, has been highlighted in several
submissions and by people who have spoken to timendtbee. Do you have any comments? Do
you believe that it is a real problem.

[3.30 pm]

Mr Moir : Itis a balancing act for government, becaustherone hand it has to make sure that the
relief it is putting into the community is at anpappriate level, and on the other hand it has tkema
sure that people who should not be receiving relref not receiving it. | am not aware that the
procedure for the processing of application formgverly cumbersome. It is nhot something that
has been brought to our attention.

Mrs J. HUGHES: Are your people available to businesses that fimythat difficult? Do you
have people on deck who could assist businesskdhiiigs like that?

Mr Moir : Yes. Our people are available to answer a rafgequiries. That is clearly one thing
that would assist them to get through the process.

The CHAIRMAN : You commented earlier that a lot of the asststais directed towards farms
and not a lot is directed towards small busineB®. you have the view that WANDRA should
incorporate small businesses that are connecte tarming industry?

Mr Moir : Yes, | believe that would be of assistance gparal small businesses.
The CHAIRMAN : Do you have any idea about how that might ogérat

Mr Moir : | do not directly, but if I could answer in thigay: farming communities are used to the
peaks and the troughs, which is the cycle of thecalgural industry. Also, farmers can take out a
range of insurances to protect against unnaturalrogences that may affect their agricultural
business. Small businesses do not have that sesessa That is where the problem comes in. If a
farmer suffers a loss of stock or whatever, he gainsome insurance protection. However, if a
farmer’s cash flow dries up simply because thermss cycle has dried up in a small business area,
there is no insurance protection, because peoplaotansure against that. That is where the
WANDRA-type process would be able to provide sosssdance to small businesses.

Mrs J. HUGHES: When the witnesses were talking about being tthkccess low-interest loans
and so forth, they made a comment that suggesttdstme businesses are damaged to such a
degree that the banks are not willing to assishtreven though it could be by way of a low interest
rate to the end user. The point is that they neegkt the money in the first place. Do you find
there is an issue with the system currently ing@lacWestern Australia?




Community Development and Justice Wednesday, 2luBep2007 - Session Five Page 4

Mr Moir : | think there is ample evidence that the banksdt tend to be terribly supportive in
those critical times. That is certainly a big ilmpon a small business. Again, part of the problem
is how the business was trading prior to the oenae. That is one of the critical aspects.

Mrs J. HUGHES: That is not necessarily taken into account leyltanks.

Mr Moir : It is not taken into account, no. In fact, wauldl be dealing with a business that was
going to fail.

Mrs J. HUGHES: We are offering it on the one hand, but thereoisdelivery on the other hand.
Mr Moir : That is correct.

Mrs J. HUGHES: There was some discussion about other systeabhsth operating in Australia
that provide a reserve fund that people can acd@esyou have any comments on that?

Mr Moir : No.

The CHAIRMAN : A major premise of WANDRA is that it should natt as a disincentive to
self-help by way of insurance. Based on your eepee, what level of preparedness in the form of
insurance and risk management strategies do bssmesually have for natural disasters? Do the
small businesses in a drought area undertake gigat®d even out their cash flows over the year so
that they can maintain business during those bauhsd

Mr Moir : In general | would have to say no. We are adgtatrying to encourage small
businesses across Western Australia to take améslagement approach. We have bodies like the
pandemic committee, which is developing our stigte@ case there is a pandemic and looking at
how we run our businesses and how we can ensuresthgival. In general small businesses do
not tend to prepare for the unforeseen. Thatrisgidhe problem. It is certainly one of the fees
that the corporation is using in working with thénister to try to address that preparedness. The
most significant area for that would be the tourisdustry. SARS was a very good example of the
lack of preparedness of the tourism industry tmagoodate such an event.

The CHAIRMAN : There was also the situation with the tourismiustry in Esperance after the
recent floods.

Mr Moir : The saving grace with the tourism industry ip&snce was, of course, that it had had a
reasonably good three-month period leading up écstbrm, and that the duration of the downturn

in tourist numbers was relatively short on the bagale of issues. The caravan park industry
suffered because of the downturn in tourist numbaus the restaurateurs whom we spoke to said
that numbers were down for approximately three days they then started to return to normal

levels. 1think a lot of that was as a resultle# government’s very vocal announcements about its
being open for business and things being back mmalo That certainly assisted.

The CHAIRMAN : You mentioned insurance. It is pretty diffictdtinsure for a low cash flow,
but is SMDC doing anything to try to raise the levieawareness about under insurance -

Mrs J. HUGHES: For damage through flood, or whatever.

Mr Moir : The risk management strategies would be the twasnake sure they were getting
coverage. The issue for small business, of coigge,find an insurer who is prepared to issué¢ tha
sort of coverage.

Mrs J. HUGHES: There is also the cost associated with that.

Mr Moir : The cost then becomes prohibitive. A lot of Brbasinesses do try to improve the
performance of the business by under insuring #gheevof the business. That is an awareness issue
that we are continually working on with the smalklmess sector broadly.

Mrs J. HUGHES: Do you think that through your work you are ngetting an improved response
for the rural communities? Do you see a differeme®veen rural and metro small businesses?
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Mr Moir : This is very much an assumption on my part, bugeneral, the level of awareness,
particularly in the north of the state, is good d&e®e small businesses have experienced the
cyclone-type of events. Exmouth small businessegpeobably the best prepared. Unfortunately,
when they went through the experience of cyclonacéathe level of preparedness was probably
very low. Our assumption is that they are quitersj. | think that the south west of the state
would fall into that category of being under pregghiand under insured. | think that Esperance
small businesses are probably more aware of it. sfall businesses it is the lack of ability to get
insurance that would cover those sorts of continigsthat is the problem. We can insure for food
losses, for example. If a pharmacy were to losedfrigeration system, there could be adequate
coverage for that. Small businesses cannot irfsutack of turnover or lack of people coming into
a tourist-orientated business.

The CHAIRMAN : Esperance could be hit again next year wittoad! This time people cleaned
up really quickly. The big problem was that, y#swas cleaned up, sorted out and ready for
business, but people were not going there untid@dwertising campaign was conducted. Is that
being considered by SBDC for remote areas thataelgourism?

Mr Moir : We have already held discussions. We will corgi to work with the Tourism
Commission on getting more awareness into touris@llsbusinesses of how to plan cash flow and
manage these types of occurrences or the SARS paécitigoe of incident.

Mrs J. HUGHES: It is education.
Mr Moir : It is education. The clever business will pickp and run with it.

The CHAIRMAN : We have a couple of questions about the lowrésterate subsidy and the
$15 000, but that does not necessarily apply to pasinesses.

Mr Moir : No.

The CHAIRMAN : We will not waste your time with that. You hapebably outlined it already,
but can you tell us again about the glaring hotd there seems to be in WANDRA? WANDRA
seems to be there for primary producers but nassist small business. Can you give us a bit of a
rundown on how you think that could be remedied?

Mr Moir : | think the most appropriate remedy would beypply to the small business sector in
rural communities a similar system to the one tbatrently applies to agricultural primary
producers. That would be the fair and equitablg teago. | think the same issues that primary
producers face are faced by small business. Pyipraducers may be very efficient and effective.
However, when these events occur they really dkigetked around and their business model and
cash flow get knocked around. The same applieg@l businesses. If there is a significant event,
their cash flow stops.

[3.50 pm]

A small business can cease to be in existence foratter of weeks, and that is a significant

problem. Every small business that is pulled dut aegional town is one less service that is
available. It is one less person to employ. Srballiness, particularly in regional Western

Australia, tends to be the backbone of the commiubi#cause it is the place that people come to
gather - the newsagent, the hotel, that type ofgthiwe would argue very strongly that we need to
offer the same types of support to that sectoredavcurrently to the primary producer.

Mrs J. HUGHES: If these types of strategies were put in plalgeyou believe more businesses
could be influenced to go into rural communitiels?here some overarching feeling that setting up
a business in a rural community is a difficult tpito do and that by having the strategies in place,
we could encourage more small businesses in rigat@

Mr Moir : It would not be a primary consideration. Hopgtas a very good example. With the
Ravensthorpe process coming on stream, BHP Biligolooking at how it can encourage small
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businesses into Hopetoun. One of the reasons boEhesses would be reluctant to relocate is the
lack of support. You really are going out on tlidge of the plank and hoping that someone does
not push you off. If it works, it will work very &ll, but there needs to be underpinning support in
case things go wrong. There would be some assestarcarry them along.

The CHAIRMAN : | mentioned earlier the transport contractorsymaybe | discussed it with
another witness. In the case of Esperance, thase am extra 160 kilometres to travel. That
involved additional fuel and time, and, in someesasxdditional drivers. Some of the contractors
who supply the larger stores have a set contrattiay have to deliver to the store at that psce,
they have an impost on them as a business. Srsalermarkets, for example, are not in a position
to have a contract price delivered to the dooreylfay, and they get hit with the additional cadts
transport. Is there any way that that can be aded?

Mr Moir : 1 think it would be problematic to try to bring a system to do that without introducing
an element that allows for some form of abuse ke fdace. The issue with the roads would be no
different from a major detour in a country areacduld be the same argument, so at what point do
we say that this is acceptable? If it were a $icgmt detour because of major roadworks, how
would that compare to one road being flooded aasfort having to go via the alternative route?
| think that is a problem. How do you manage thabiation? An example would be the
construction of the southern rail line in the mpoiitan area. A number of businesses for some
time did not have street access. What do we dataaddressing that while at the same time
providing assistance to rural communities? Howwaobalance that argument from a whole-of-
government point of view? That is where it becomgsoblematic issue for us. | know that does
not answer the question directly.

The CHAIRMAN : | did not think there was an answer to it, btiidught | would ask anyhow.

Mr Moir : We also need to consider that there is no ptiote¢or metropolitan small businesses.
Again, we come up with the equity issue of whaisaasce there is for the broader small business
community.

The CHAIRMAN : It seems to be more possible to insure smalinlegs. One cannot insure
against loss of cash flow and things like that,ibthere is a fire in a small business, one cauiia

for lost down time and lost stock. One can mowue & new premises and set up. That can be
covered by insurance, but it is an additional cost.

Mrs J. HUGHES: It is an interesting concept. What if one wieré&lew Orleans? We are looking
at a completely different ballpark here. We thaildisasters such as drought and flood happening
in the rural communities, but cities and metropwoliareas certainly are not -

Mr Moir : An example would be the king tide in Bunburyhal took out, or affected, a lot of the
Bunbury CBD. What sort of assistance would beiaddb those small businesses?

The CHAIRMAN : | think we have exhausted our questions. Woudd like to make any
additional comments, or is there something we hangsed that you think should have been
included?

Mr Moir : No. | thank you for the opportunity to come dalk to you today on this type of issue.
The CHAIRMAN : Thank you for that. It is a different perspeetirom that which we have been
getting.

Mr Moir : Sorry!

The CHAIRMAN : | think we all assume that there is assistancesiall business, but there is
not. Thank you for your evidence to the committeA. transcript of your evidence will be
forwarded to you for correction of minor errors.ol¥can make those corrections and return the

transcript within 10 days of receipt. If we do meteive the transcript within this period, we will
deem it to be correct.
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Mr Moir : Thank you.
Hearing concluded at 3.55 pm




