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This submission looks at Small Business Employment from the perspective of rural and regional small business.  Small Business is collectively the greatest employer in rural and regional areas.  It is not easy to point to one factor alone that determines whether a small businessperson increases the number of employee’s, or moves from sole operator to employer. From our contact with small business across this region (Great Southern of Western Australia) the Great Southern Area Consultative Committee submits this document as a fair an accurate response to the terms of reference, but points out that there was a reluctance by small business people to be involved directly due to the model presented by the current senate inquiry into ‘children overboard’ as portrayed in the media. 
Terms of reference:

1. The effect of government regulation on employment in small business, specifically including the areas of workplace relations, taxation, superannuation, occupational health and safety, local government, planning and tenancy laws.

The greatest impediment to small business employing more workers is the smaller available market share and potential growth, be it perceived or real, often working with older and more restricting infrastructure, and a higher cost to bring infrastructure up to an acceptable benchmark or compliance standard.  While having to comply with many of the same rules and regulations as their metropolitan counterparts, by local, state and federal government acts.

Changes to planning zones can impact on small business employment, especially in the home based business arena (which no longer complies if the business undertakes to employ paid staff, other than family members).  Many areas are suffering from very limited land available for new or expanding light industrial, retail or commercial facilities.

Workplace relations in WA are in limbo as the State Government is currently amending industrial relations legislation.  There is a high degree of fear of the resulting increases in wage bills and corresponding payroll tax, due to take effect from July 1, 2002.  

Regulations and the process pertaining to the dismissal of workers are also quoted as reason small business owners hesitate to employ or increase employment numbers even if they have the capacity to do so. 

The requirement for government compliance is high and can serve as a disincentive for small business employment: an example is the cost of inspection of equipment in regard to occupational health and safety.  The distance and associated travel costs to get an inspector (many working as independent consultants based in metropolitan areas) is high.  If more than one business needs the examination they can share travel costs, but even so costs reflect any loss to the inspector by lack of economies of scale (an inspector may be able to service 4 clients in built area, but only one or two in country, he will charge a higher rate because of this, due to lack of competition a small business must pay the price or suffer the consequences). This increases overall operating costs and reduces the likelihood of increased employment opportunities.

Taxation is an issue in itself, but there seem to be many facets of taxation and subsequent costs that impact on rural and regional small business without the opportunity to pass on the costs to consumers.  The elasticity of demand determines how much of any cost (eg GST and its subsequent compliance costs) that can be passed on.  In smaller communities the tolerance by consumers to accept any rise in cost are minimal.  One accountant stated that he had never before encountered small business proprietors who seemed so tired and poor.

A local chamber group stated that the continuous demand for survey information by the ABS and others (not named) was placing a strain and stress on both the time and mental capacity of the small business proprietor as much of the information had to be interpreted from the books and not just lifted as is, with as they saw it no real gain to them but with consequences if they did not comply.

2. The special needs and circumstances of small business, and the key factors that have an effect on the capacity of small business to employ more people.

In many cases small business does not set out with the intention to employ anyone but themselves and maybe some family members.  Employing outside the family or immediate circle is only considered in relation to achieving other objectives, be they short or long term.

In rural and regional WA much of the consumer patterns are determined by the agri-economic cycles and other circumstances across industry sectors eg. primary production cycles and associated spending patterns, seasonal conditions and returns.  The negative impact and loss of employment due to the adverse seasons experienced in much of the Great Southern and Wheatbelt regions of WA over the last five years has dad a decided negative effect on the capacity of small business to employ.  Impacts of such cycles are felt immediately due to the confined size and dependant relationships of the available market place, and recovery from any specific incident is slow, resulting in the redundancy of employees or even the closure of business before any turnaround can flow through the local or regional economy.

The quality and sustainability of employment created by small business particularly in smaller rural communities is tenuous at best and is often casual or part-time dependent on seasonal conditions.  Even in larger centers where work is often slightly more secure the employment opportunities can still be casual or part time with jobs that are low skilled or have limited career potential.   

When asked what would encourage small business growth and increased employment opportunities (at the Partnership Enterprise Forum held January 2001, which should be noted was held due to the impact of adverse seasons) the responses where varied and included:

· reducing government charges on business inputs eg stamp duty on insurance

· long term low interest loans to address the gap in banks willingness to lend to rural businesses as opposed to metropolitan businesses

· subsidies on rural town small business

· short term welfare subsidies to retain skilled labour

· the extension of welfare subsidies to retain skilled labour

Small business needs to be encouraged to determine what their personal and business goals are, and how to formulate strategies to achieve them.  Some serious questions have to be addressed when making the decision to stay as a small sole operation or to expand and engage staff in a sustainable manner.  It is the view of some business consultants that generally speaking many don’t fully understand the implication of their actions and expand what was a viable small (micro) business without a clear business plan, which can lead to the demise of the business and retrenching of original and extra employees.

Government could assist this process by funding support for small business to improve its management skills – in time frames and locations suitable for small business owners to attend, encouraging the growth of existing industries and to enhance innovation and competitiveness, across sectors.  Current funding programme structures do not encourage participation by small business.  Evaluation of existing business may lead to increased opportunities and employment.

Small Business is more susceptible to market forces and the impacts of globalization, many small business were established to cater to the needs of an immediate market, for many reasons small business has not always been quick to take advantage of training and education opportunities and many of the regional and rural business in this region are now behind on new business principals and practices in particular in IT and E commerce, and have not managed to deal with the shrinking margins and fiercer competition across worldwide markets that have arisen from globalization.

3. The extent to which the complexity and duplication of regulation by Commonwealth, state and territory governments inhibits growth or performance in the small business sector.

The difficulties facing small firms in relation to government regulation is likely to be compounded if there is excessive overlap or conflict between the three tiers of government.  Small firms have little direct input into the policy making of State and Federal Government, and many are not familiar with how or who to contact to become fully informed on regulations and any policy or compliance changes and only become informed when they attempt to update a previous practice, that has been altered since last contact.  

At the local government level, rural and regional small business (in particular) tends to be more informed and can have a greater impact on policy development and decisions.  But it should be noted that not all local government agencies and committees are business friendly, eg an operator of a boating rental business in a tourism town, believes he is facing prejudice at a local level by a community committee dedicated to environmental issues.  The committee has recommended to council that it restrict his access to local waterways at the current levels, but is not bothered by the growing numbers of privately owned leisure craft.  He believes he uses the waterway in a responsible way and is following other government guidelines, which can not necessarily be said of unlicensed leisure users, he views this as an impediment to the expansion of his business and thus his ability to employ more staff.

Working through the different requirement of each tier of government takes time.  Small business is often time poor and can lack the expertise or manpower to transverse the required paths.  It has been stated by a number of small business operators that some agency staff appear officious and adversarial, when undertaking the process to gain the required approvals.  Some have stated that it’s all too hard and the path of least resistance is to retain the status quo.  The business gain may not in the end be worth the stress.

Ideally all three levels of government should work in harmony and cooperation to ensure that small business is more easily able to interpret and deal with legislation, regulations and compliance.  But in reality very often from a government agency perspective that is not the case.  Each views their own requirements to be of the greater importance.  All levels and agencies of government need to work more closely to reduce the complexity.  It would be the recommendation of this submission that the relevant agencies work more proactively to achieve this.  The Small Business Assistance pilot program has, in this region, been able to act as a conduit for information between all levels.  The focus on regional personal contact with small business, knowledge of government agency activity and contacts between the SBAO and department personnel has been able to assist small business, but more formalized processes of information sharing between departments may need to be implemented.

4. Measures that would enhance the capacity of small business to employ more people.

In rural and regional WA the most immediate measure would be any action that increases the cash flow, be it greater market share by population increases or reductions in operating costs, which could improve the capacity to employ more people.

In areas that rely on tourism, specifically weekend and seasonal holiday trade, the capacity to increase employment opportunities could be enhanced by reducing penalty rates of pay for people who choose to work outside what are considered regular hours and accept the same rates as those that do work 9 – 5 by mutual consent and agreement with the employer.

As the proprietor of any small business takes all the risk by investing in a business, they feel they should be given more control over who works for them. They believe the consequences of a wrong choice in a short interview can have devastating effects on the workplace atmosphere and on relations with clients and customers.  When a business fails, the losses can be high and the small business operator may loose everything even the family home.  Small/Medium Business with professional management structures and even dedicated staff have an understanding of dismissal laws and processes, but many if not most micro small business are in general less informed, perceive a wrong choice in an employee means they are stuck with unsatisfactory employees or an expensive process to remove them and have stated they will not take that risk even if in a position to do so.  Greater education on the dismissal process may be one way to negate this impediment.

The very nature and definition of small business means many spend the majority of their time in their business and neglect to spend time on their business, until a threat of some kind appears.  Methods of (all) information dissemination need to be addressed in particular when pertaining to rural and regional small business many of whom do not belong to any industry group or organisation, and who quite openly state that they have no idea how to locate the information they require and in many cases lack the skills to access the information themselves.  

The internet and government preference (both state and federal) to use the internet to display information eg Small Business Development Corporation, Business Entry Point and Wageline, make the assumption that a large percentage of small business have access to the Web, while this is disputed by numerous studies, it should also be noted that many who have access lack the time, motivation or skill to do so, and only make a concerted effort in times of adversity or trouble, and often at the recommendation of others, either their accountant, advisor (if they have one) or an agency when a breach of compliance occurs.  Similar views in relation to the time factors are held for call centre information services.

It is the view of this Committee that better management and awareness by small business of its capacity, obligations and opportunity would go a long way to enable a more sustainable future, and a better understanding by Government and its agencies of the impacts, repercussions and responsibilities in regard to legislation, regulations and any changes would enhance the opportunity for employment growth in the small business sector.








