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BUILDING INDUSTRY 
Grievance 

MS SUE WALKER (Nedlands) [9.15 am]:  My grievance is directed to the Minister for Consumer and 
Employment Protection.  I raise this grievance on behalf of the building industry and homebuilders.  The 
building industry is still hurting, months after the collapse of HIH Insurance.  Things are not the same, and they 
will not improve until the State Government is prepared to face up to the facts.  We need urgent reforms to 
alleviate the plight of builders and homebuilders in this State.  

State legislation requires that builders must have indemnity insurance cover before they can obtain a building 
licence from local councils, and the terms and conditions of such insurance are largely dictated by this 
legislation.  The need for such insurance in the industry is unquestionable.  What is questionable is why the 
Government is prepared to sit back and allow the lack of competition in the market place to create a cash cow for 
insurance companies.  Constituents tell me that insurance is now twice as high as it was prior to the collapse of 
HIH.  This is a cost that the State Government seems happy to pass on to homebuilders.  The current legislative 
model for insurance, coupled with a lack of players in the industry, has produced a situation in which the cover 
provided is neither competitively priced, nor able to meet the needs of builders.  This insurance is about 
protecting not only the needs of the homebuilder but also the livelihood of the builder.  At the moment, the 
Government is failing on both accounts.   

As a result of the HIH collapse, being a builder has become more of a risky enterprise.  Insurers are extracting 
indemnities from builders before they will underwrite the compulsory contracts.  These are personal 
undertakings giving access to builders’ personal assets in the event of a claim arising, and such onerous 
obligations were not required before the collapse of HIH.  One of my constituents informed me that the 
obligation he was forced to enter into to obtain the compulsory insurance puts at risk his and his business 
partner’s personal assets.  In the event of a large claim made against them, their homes, cars and livelihood will 
be lost.  This is all due to the fact that we have a Government that is unable to act.  The Government must give 
all Western Australians a fair go.  However, it has chosen to ignore pressing issues such as those affecting the 
future of our construction industry.  The Government pretends that by blinding itself to an issue that requires 
immediate and decisive intervention, the issue will somehow go away.  However, it does not work that way.  The 
Government has chosen to put a time bomb under the Western Australian building industry.  When this bomb 
explodes, it will strike down Western Australian communities, livelihoods will be lost, and building activity will 
decline.  However, the Government still sits back, unwilling and unable to do anything.   

The Labor Party has forgotten the most simple of economic facts: when people are not working, they are 
unemployed.  The Labor Party is happy to inflict unemployment on members of the building industry.  The 
shrapnel of the Labor Party’s time bomb will inflict a deep wound upon the Western Australian construction 
industry.  Builders, employees, subcontractors, potential home owners and the families of these groups will all 
be hurt.  In the first term of this Government, an objective bystander could draw only one conclusion: the 
Government has been too concerned about forcing through unwanted electoral reform Bills to worry about the 
pressing concerns of Western Australians.  We have a Government that has turned itself away from the needs of 
the electorate.  When the Government finds that the new building approvals have declined, and that 
unemployment is rising, whom will it blame?  Of course, it will not blame itself!  The Government is judging its 
own success by its self-serving war on the Western Australian electoral system.  However, Western Australians 
judge a Government on its ability to facilitate an environment that does not put extra stress on families, and that 
cares about the concerns of the community.  The people of Western Australia want a Government with vision.  I 
ask the Government to urgently intervene so that business can return to a normal pace.  The construction industry 
and the homebuilders of this State demand it.   

I have a letter that was recently written to the Minister for Consumer and Employment Protection by a builder 
who operates in my electorate.  This letter is dated 10 September and reads -  

I think that it is a pertinent time to make you aware that all is still not well for many of the smaller 
builders requiring Home Indemnity Insurance(HII).  I wish to convey to you the main problems 
encountered by many experienced builders and skilled trades’ people wishing to enter into the industry 
as Builders.  The problems many others and I are encountering are as follows:- 

1. Restriction of trade.  Only limited cover is being offered due to the financial criteria required 
by Insurers.   

2. The signing of Deeds of Indemnity thereby taking any risk away from insurers.  Yet insurers 
are still charging exorbitant premiums for the amount of cover they are offering.   
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3. The time to process applications by Insurers is far from acceptable.  One insurance company I 
am awaiting a quotation has not advised me after nearly 8 months.  In this period of time they 
have lost confidential information. 

4. The Housing Industry Associations misrepresentation of its member’s position regarding the 
current situation is not acceptable.  This misrepresentation continues whilst they profit from 
the commissions received.   

That letter was written only on 10 September.  Again, I ask that the Government urgently intervene to allow 
business to return to its normal place once again.   

MR KOBELKE (Nollamara - Minister for Consumer and Employment Protection) [9.20 am]:  I thank the 
member for Nedlands for raising quite an important issue, but I do not thank her for the way in which she has 
done it.  She has called on the Government to fix the problem and has accused the Government of not taking 
action when it has.  That has reflected very poorly on the member for Nedlands and that is most unfortunate.  
The member for Nedlands did not make one suggestion about what the Government should be doing that it is not 
already doing, and the Government is doing a lot.  For the member for Nedlands to suggest that somehow the 
Government has been sitting on its hands indicates that she does not take this issue seriously.  If the member for 
Nedlands thought this was a serious issue - I do - her contribution to the debate might have been at least a little 
constructive, instead of just playing party politics and reflecting her total ignorance and lack of interest in this 
very important matter.  The collapse of HIH Insurance is likely to cost Australia something in the order of 
$7 billion at the upper limit.  It has had a huge impact, and it has impacted severely on a range of areas.  
However, let us turn to housing indemnity insurance.  I do not know whether the member for Nedlands is 
suggesting that we stop housing indemnity insurance.  I certainly do not agree with that.  Builders asked for it, 
and builders and consumers want it.  One might think that the member for Nedlands thinks we should remove 
that which has served industry well and which has given a guarantee to consumers.  However, we heard no 
positive suggestion from the member for Nedlands about what we should be doing.   

Housing indemnity insurance through HIH was given on a basis that simply was not sustainable, because HIH 
was on the skids and was buying business.   That was keeping down the price; the price was artificially low.  It 
has increased.  There can be an argument that it has increased excessively, but that is another matter to look into 
as there is inadequate time now.  Clearly, the cost was not sustainable; it was too low because HIH was buying 
business.  Also, HIH did not require proper prudential checks.  Now the insurance companies are more 
conservative.  Perhaps they are being overly conservative, and we are working with them to address that.  
Housing construction is increasing at near record levels, yet the member for Nedlands totally disregarded that.  
The building construction industry is going gung-ho. 

People are getting the housing indemnity insurance they need, and building activity is at very high levels.  That 
is not to say that there is not a problem.  Let us be honest about the problem: insurance companies are quite 
rightly being conservative in terms of the risk.  We are working with the insurance companies.  In fact, we have 
put in place a range of forums across the State to allow builders to sit down and get the understanding they need 
of their financial position so they can present their financials so they can get indemnity insurance.  We are 
working with builders and they have enrolled in fairly large numbers to get assistance to get that insurance.   

Several members interjected. 

The DEPUTY SPEAKER:  Order! 

Mr KOBELKE:  We hear a lot of noise from members opposite, but that noise will not camouflage the ignorance 
of the member for Nedlands on this issue.  If the member listens, she may have a better understanding and be 
able to help her constituents.  As a new member, she may not realise that helping her constituents is something 
she should try to do.  If she is to help her constituents, she needs to work on the basis of understanding the issue.  
The member for Nedlands clearly has no understanding of this issue.  From her squawking, one might assume 
that she does not want to get any understanding of the issue.  I suggest that she listen and learn a little.  

There are a number of issues, one of which is that builders have been asked to provide bank guarantees.  That is 
a real imposition on some builders.  However, it is not a widespread issue.  More insurers have come into the 
market.  We have encouraged them to do that.  However, the insurance companies will not insure people if they 
think there is a big risk or an unquantified risk.  They are asking the building company to which they give the 
insurance to show that it has some financial credibility.  There are companies - I am not suggesting the 
companies that have been raised today are of this nature - that have no financial substance.  They have squirreled 
it all away in their partners’ names or through other subterfuges, so there is a $2 company with no backing.  Do 
people really expect an insurance company to put at risk hundreds of thousands or millions of dollars for a 
company that has artificially hidden all its assets?  Of course they do not.  However, there are good builders who 
find it difficult to put forward the capital backing to get full insurance.  They have a number of options.  They 
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can put some capital into their building company and they will get more insurance, or they can give a bank 
guarantee.  Also, they can show there is some entity related to the company that has some substantial substance 
to it, and on that basis they will get more insurance.  The issue is that there are some good builders who are 
having difficulty in that area.  We understand that, and we are working with the insurance companies so they can 
understand the situation.  We are trying to educate the builders so they can present their books to get more 
coverage.   

We are also concerned that in some respects insurance companies are becoming the gatekeepers that allow 
people to be builders.  The forum we have set up is looking at how we can restructure housing indemnity 
insurance.  The federal Government’s minister Hockey said that he would put in place a national scheme.  I have 
written to the minister twice and have received no feedback on its national scheme for housing indemnity 
insurance.   
 


