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Inquiry into the impact of public liability and
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THE IMPACT IN THE ARTS SECTOR

Executive Summary

The Australia Council is particularly concerned that all appropriate insurance cover is available to and affordable for artists and arts organisations. Without such cover the social, cultural and contribution of the arts and cultural sectors to the nation would be threatened. Currently many arts and cultural activities are being affected and curtailed by the changes in the insurance industry.

The Australia Council has surveyed all organisations funded by Council on a triennial and annual basis. It is already clear from the responses received that there is an extremely serious situation particularly for smaller arts organisations with limited financial resources. 

Public liability insurance is essential for most arts organisations. Arts organisations are experiencing average increases of 80-90% for Public Liability insurance coverage. Organisations have reported the biggest increases in the last twelve months. Theatre organisations seem particularly hard hit because of audience sizes and venues requiring increased coverage. Our survey indicates they are experiencing average increases of 110% with the greatest increase being 436%.

Our survey indicates that most organisations will encounter some difficulty obtaining coverage renewal. 87% of respondents indicated they experienced difficulties with their current premium renewal. Only one organisation reported that their previous claims history was a factor. No organisation reported outright rejection, although some smaller groups and organisations have elected to have no insurance due to cost factors. The possible consequences of this are cause for concern.

The full impact has yet to be felt across the arts sector. Whilst our survey indicates there are issues of concern in the arts sector the full extent of the impact has yet to be felt because:

· For many organisations, insurance renewals are not due until around June 30; and

· Significant increases will be ongoing for a few more years or until general insurance recovers profitability.
Professional Indemnity insurance is not essential for arts organisations since there is little risk for arts organisations in this area. Visual arts and craft organisations are more likely to have professional indemnity insurance because they provide advice to artists and handle artwork. Visual arts organisations have reported significant increases with the average overall increase being 247% and the greatest increase 713%.

Arts organisations are reporting significantly lower increases in Directors Liability Insurance: around 20-30% with 91% being reported as greatest increase. Performing arts companies are experiencing the greatest increases.

We note that the states and territories are endeavouring to find solutions to this situation. In particular we welcome the group purchase schemes being implemented by Queensland, Tasmania and Victoria for the not-for-profit sector. We would encourage other states and territories to introduce similar schemes.

The Australia Council takes a broad educative role of providing relevant information to the arts sector and raising the concerns from that sector to the Inquiry. We offer no comment on regulatory solutions (such as capping) being offered by some other parties.
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1. Overview

The Australia Council is the Federal Government’s principal arts funding and advisory body. Its mission is to enrich the life of the nation by supporting and promoting the practice and enjoyment of the arts. 

The Australia Council is particularly concerned that all appropriate insurance cover is available to and affordable for artists and arts organisations. 

Australia currently boasts a dynamic arts and cultural sector, with outstanding artists and arts organisations. The Commonwealth, State and Territory governments have demonstrated its commitment to Australian art and culture through its continued support of the industry through public subsidy. The arts and cultural sector is large and diverse, with a mix of many organisations and individual artists working across a range of artforms (theatre, dance, music, visual arts, craft, design, Indigenous arts, literature, digital media, film, etc). Nonprofit arts organisations exist alongside government providers and commercial or for-profit providers.

Participation in arts and cultural activities is strongly related to other forms of civic engagement and 'social capital'. Council believes that the arts create not just a benefit for the people who attend, for which they can be charged, but also a benefit that accrues to everyone, both to those who do and those who do not attend. This benefit, the public benefit is highly valued by Australians. 

In the report, Australians and the Arts, one of the principal findings is that 89% of Australians feel proud when they see the creative talent of Australians being recognised locally and internationally. 85% of people agree that "the arts should be an important part of the education of every Australian kid" and 80% of people agree that "the arts are at the heart of every form of popular entertainment."

The particular public benefits from the arts that the Industries Assistance Commission (IAC) identified as justifying government support stemmed from their role in education and in cultural development (in the 1976 Inquiry into Commonwealth Assistance to the Performing Arts). Other economists have elaborated on the public benefits from the arts. Among the other public benefits suggested by economists have been:

· Enhancement of national identity or pride and of international prestige;

· Direct and indirect economic benefits including

· Attractive to business, consumers and tourists

· Labour intensive, absorbing a full range of job skills

· Direct and multiplier effects on the economy

· Ecologically and environmentally sound

· In demand by a class of individual the attraction of which to a community might be economically beneficial

· Potential to benefit future generations by providing them with an element of cultural continuity (option demand for both present and future generations)

· Development of socially critical and other innovative/experimental work

Without affordable accessible cover the social, cultural and contribution of the arts and cultural sectors to the nation would be threatened. Currently many arts and cultural activities are being affected and curtailed by the changes in the insurance industry.

This submission is based on a survey conducted by the Australia Council to all organisations funded by Council on a triennial and annual basis. Two service organisations also forwarded the survey to their members, mainly community orchestras and choral groups who are not generally funded by Council. Our report is based on the responses received and on a discussion of the issue by arts sector national service organisations in Canberra on 14 March 2002.

The full impact has yet to be felt across the sector. Whilst our survey indicates there are issues of concern in the arts sector the full extent of the impact has yet to be felt because:

· For many organisations, insurance renewals are not due until around June 30; and

· Significant increases will be ongoing for a few more years or until general insurance recovers profitability.
This is a preliminary assessment due to many organisations having a June 30 premium renewal. We intend to follow up with another survey later in year.

We have provided an analysis by all forms of insurance. However, analysis by Professional Indemnity and Directors Liability insurances is limited due to the incomplete data from survey responses and many arts organisations not having coverage. Where surveyed organisations do have these insurances, they could not separate out distinct costs either because professional indemnity is part of a comprehensive package or because in some States both insurances are combined as Associations Liability insurance. 

However for the purposes of this submission, comprehensive insurance is amalgamated with Public Liability.

The Australia Council 

The Australia Council’s vision is to:

· enable Australia's arts and its artists to pursue excellence; 

· preserve, maintain and develop the distinctive features of Australia's culture;

· ensure all Australians have the opportunity to engage with the arts and to enjoy a rich cultural life; and to
· shape a future Australia in which the arts play a meaningful and vital role in everyday life.
Australia is a culturally rich nation and the work of our artists is central to contributing to our sense of national identity and our place in the world. The Australia Council fulfils a crucial role in supporting Australian artists and arts organisations to pursue artistic excellence, to create and present their work, to take advantage of opportunities to improve and develop their skills, and to tour and promote their work to wider communities. 

Council directly supports young, emerging, developing and established artists through a range of grant programs offered across all artforms, and it encourages arts and non-arts organisations to support and present artists’ work, thereby expanding employment opportunities for all artists. The Council also plays a vital role in encouraging new audiences for the arts both here and overseas and promotes the greater appreciation of the value and role of the arts in the community.

The Council’s national focus reflects the culture and creativity of both regional and urban communities, and it has a statutory obligation to ensure access to, and participation in, the arts by all Australians. The arts of Aboriginal people and Torres Strait Islanders are valued and supported; and communities across Australia are enriched by opportunities to incorporate the arts in local cultural life. The Council also maintains and develops cooperative arrangements with State and Territory arts funding authorities, local governments, and key international agencies.

The Australia Council is committed to ensuring that creativity and excellence in the arts flourish and that all Australians have access to the arts and to the stimulation and enjoyment the arts can bring.
Current Issues

The arts sector‘s problems are mostly common with other sectors, especially small business. Problems more specific to the sector are canvassed later in the submission.

It is already clear from the responses received that there is an extremely serious situation particularly for smaller arts organisations with limited financial resources. The increases for Public Liability coverage are significant for some sections of the arts sector. Theatre organisations seem particularly hard hit compared with other respondents. We provide an assessment of the likely reasons further on. 

Based on the survey, most organisations will encounter some difficulty obtaining coverage renewal. 87% of respondents indicated they experienced difficulties with their current premium renewal. No surveyed organisation reported outright rejection, although some smaller groups and organisations have elected to have no insurance due to cost factors. The possible consequences of this are cause for concern.

The Australia Council’s Major Performing Arts Board companies report that they are absorbing premium increases and these increases do not represent a significant (as yet) cost driver within their overall budgets.

Medium and larger organisations are indicating they may absorb the increases and survive (at least in the short term) by containing future increases through improved risk management and/or by decreasing activity as a last resort.

Smaller organisations and groups however are expressing grave concerns. They are coming from a base of very low premiums. To maintain access to local venues and facilities, they are forced by local government to increase their coverage. More disturbing is that some organisations are underinsured and are electing not to maintain public liability insurance, mistakenly believing that they are covered by venues or it is the responsibility of their artist contractors. 

Inflationary Impact

Some respondents noted the potential multiplier effect of premium increases being passed on by suppliers through increased prices and charges. Organisations are worried about the inflationary impact and effect on their bottom-line. However no respondent indicated that their prices or charges would increase, with the exception of one venue.

Impact on social cohesion within local communities

Like the sports and recreations sector, the arts sector plays a vital role in maintaining healthy communities at the grass roots level throughout Australia. One of the Australia Council’s activities is funding for many organisations (such as community theatre, regional theatre and dance companies, community and regional art organisations etc) which provide a focal point for communities through creative activities. Beyond this however is a whole stratum of activity which Council does not generally fund but fulfils the same role: amateur theatre, vocal groups and orchestras. Responses from these groups indicate confusion and concerns about the future of their organisations and the consequences for the social fabric of their community.

2. Cost of insurance

Public Liability Insurance

Organisations have experienced average increases of 80-90% mostly over a two year period. Although organisations have reported the biggest increases in the last twelve months this figure may be understated as most organisations have yet to go through policy renewal.

Major Performing Arts Board companies are averaging a 58% increase in premiums.

The rate of increases varies across art form and organisation. For example theatre organisations premiums have increased by 110% and Member Service and Advocacy organisations premiums have increased by 42%.

Caveats and Notes

The following data should be read with these caveats:

· Increases may be overstated by GST (that is by 8%). It was not clear whether amounts provided by respondents were GST exclusive or not.

· Average reporting period was 2 years.

· Many organisations have comprehensive business insurance polices which do not have separate cost components for each form of insurance. For the purposes of this submission we have used the lump sum amounts. However if anything this may have understated rather than overstated the rate of increase. This is primarily a GIO/AMP product that is being withdrawn as policies fall due. This means that organisations with current policies have yet to experience the increases that other organisations have reported when finding new insurers.

· Data also includes information from organisations not normally funded through Council like community orchestras, choirs, and eisteddfods. However since most of the respondents only provided commentary this has not skewed the data, which focuses on Council supported organisations.

Table 1: Impact by Geographic Location of Organisations 

	
	Survey Responses
	Responses with Financial Data
	Average overall Increase $
	Average Overall Increase %
	Biggest Increase
	Smallest Increase

	Metro
	89
	68
	1,764
	81%
	436%
	(35%)

	Regional
	23
	17
	1,795
	97%
	302%
	0%

	Major Performing Arts
	23
	14
	5,397
	58%
	282%
	9%


Table 2: Impact by Organisation Size

	
	Survey Responses
	Responses with Financial Data
	Average overall Increase ($$ and %)
	Biggest Increase
	Smallest Increase

	Small (turnover < $500K)
	74
	53
	915
	84%
	436%
	(17%)

	Medium
	28
	25
	2,838
	80%
	355%
	5%

	Large (turnover > $1M)
	10
	7
	4,427
	93%
	280%
	(35%)

	Major Performing Arts
	23
	14
	5,397
	58%
	282%
	9%

	ALL
	135
	99
	
	
	
	


Table 3: Impact on Organisations by Australia Council or Art Form Board

	
	Survey Responses (ALL)
	Responses with Financial Data
	Average overall Increase

($$ and %)
	Biggest Increase
	Smallest Increase
	Current Renewal-Completed as %

	
	A
	B
	C
	D
	E
	F
	G

	ATSIA
	4
	3
	394
	42%
	56%
	23%
	0%

	Community Cultural Developt
	12
	6
	2,670
	55%
	133%
	13%
	83%

	Dance
	8
	7
	443
	97%
	302%
	3%
	14%

	Literature
	3
	2
	249
	16%
	19%
	14%
	0%

	Major Performing Arts Board
	23
	14
	5,397
	58%
	282%
	9%
	14%

	Music
	32
	26
	1,176
	75%
	413%
	(9%)
	35%

	New Media Arts
	4
	2
	1,081
	71%
	100%
	42%
	50%

	Theatre
	33
	28
	2,906
	110%
	436%
	(17%)
	50%

	Visual Arts / Craft
	16
	11
	1,412
	73%
	314%
	(35%)
	18%

	ALL
	135
	99
	
	
	
	
	34%


Notes

· Column G shows what percentage of organisations in sample have recent policy renewals.

· Theatre organisations: Disparity due to a greater proportion of renewed policies when compared with Music and Dance. Other reasons are outlined on page 12. Only one organisation attributed increase to claims history.

· Other disparities may be due to small sample sizes.

Table 4: Impact on Organisations by Type  (excluding Major Performing Arts Board Companies)

	
	Survey Responses
	Responses with Financial Data
	Average overall Increase

($$ and %)
	Examples

	Creator / Presenter
	75
	59
	1,799
	99%
	Contemporary Art Spaces, Performing arts Companies

	Distributor / Seller
	5
	4
	726
	47%
	Galleries, NETS, Arts and Crafts Sellers

	Presenter
	3
	1
	4,015
	61%
	Publishers, Touring and Exhibition Agencies

	Promoter / Showcase
	4
	3
	6,129
	106%
	Writers, Music, Youth Festivals

	Service Organisations 
	25
	18
	1,055
	42%
	Development, Advocacy, Conservatoires

	
	112
	85
	
	
	


Commentary on the Data

Time in this survey is two-dimensional. One dimension is standard for surveys: a snapshot of the state of play for each respondent during one week in March 2002.  The second dimension has three time periods: Renewal Coming, Renewal Pending and Renewal Completed. 

Some respondents (Renewal Coming) indicated they were not experiencing any difficulties, expressing satisfaction with their GIO/AMP comprehensive business policy unaware that before December that will change. Other organisations (Renewal Pending) were going through the problems now of renewing coverage. And others (Renewal Completed) had gone through that process.

This two dimensional aspect of the survey coupled with very small samples in some art forms, is the most likely explanation for some of the disparities in the rates of increase across art-form.

So while the average increases may seem manageable at around 50% per annum, this in fact understates the problem because most organisations who responded are still in the “Renewal Coming” phase. Determining how many organisations are already in “Renewal Completed” phase can easily test this
. Column G in Table 3: Impact on Organisations by Australia Council or Art Form Board shows that only 34% of respondents are in the “Renewal Completed” zone. They have experienced the current wave of premium increases.  Results for the fields supported by the Australia Council’s New Media Arts and Community Cultural Development Boards can be discounted due to sample size.

Conceivably when all organisations reach Renewal Completed, the rates of increase will be more consistent across art-form. The only significant variation will be those art-forms like Literature whose organisations fit the Service Organisation profile and hence will have lower rates of increase. These trends should  become evident around June when the second wave of policy renewals occurs.

The Australia Council would expect therefore that premium increases would be around 80-90% per annum across the arts sector.

Professional Indemnity Insurance

Only 28% of organisations survey had professional indemnity insurance, with larger organisations most likely to have coverage. This is not surprising, as there is little risk for arts organisations in this area.

Visual arts and craft organisations are more likely to have professional indemnity insurance because they provide advice to artists and handle artwork. Visual arts organisations have reported significant increases with the average overall increase being 247% and the greatest increase 713%.

Directors Liability Insurance

35% of organisations surveyed have directors’ liability (or association liability) insurance, with larger organisations more likely to have coverage.

Overall average increases being experienced are significantly lower than other forms of insurance: around 20-30% with 91% being reported as greatest increase. Performing arts companies are experiencing the greatest increases.

Table 5: Directors Liability Insurance: Impact By Organisation Size

	
	Survey Responses
	Have Coverage
	% With No Coverage
	Responses with Financial Data
	Average overall Increase

($$ and %)
	Biggest Increase
	Smallest Increase

	Small (turnover < $500K)
	74
	15
	80%
	8
	252
	28%
	52%
	10%

	Medium
	28
	10
	64%
	5
	402
	26%
	91%
	3%

	Large (turnover > $1M)
	10
	7
	30%
	4
	462
	13%
	40%
	(11%)

	Major Performing Arts
	13
	12
	8%
	12
	639
	21%
	75%
	6%

	ALL
	125
	44
	65%
	29
	
	
	
	


Table 6: Directors Liability: Impact on Organisations by Australia Council or Art Form Board

	
	Survey Responses (ALL)
	Responses with Financial Data
	Average overall Increase $
	Average Overall Increase %
	Biggest Increase
	Smallest Increase

	
	A
	B
	C
	D
	E
	F

	ATSIA
	4
	-
	-
	
	
	

	Community Cultural Developmt
	12
	-
	-
	
	
	

	Dance
	8
	1
	319
	52%
	52%
	52%

	Literature
	3
	-
	-
	
	
	

	Major Performing Arts Board
	13
	12
	639
	21%
	75%
	6%

	Music
	32
	4
	199
	12%
	24%
	3%

	New Media Arts
	4
	-
	-
	
	
	

	Theatre
	33
	9
	448
	28%
	91%
	(11%)

	Visual Arts / Craft
	16
	3
	245
	19%
	23%
	16%

	ALL
	125
	29
	
	
	
	


3. Reasons for the increase in premiums for insurance

Theatre Organisations

Theatre organisations are experiencing premium increases which are significantly above the rest of the sector: 

· Venue hiring agreements require increased public liability coverage.

· State education departments have also increased their coverage requirements impacting Theatre in Schools programs.

· Theatre organisations targeting young people (either as audiences or participants) indicated that insurers deem them high risk. This is particularly impacting youth theatre companies.

“I don't believe that an audience seated in a heavily regulated licensed theatre should be categorised with mosh-pit users, shoppers etc [Performing Arts Company (Tas)]”
Working with young people aged 3 –26 deemed to be high risk

Most organisations working with young people reported either increased premiums or problems maintaining coverage due to fact that they work with young people. 

This will become a significant factor for similar companies who have yet to renew their policies.  The Australia Council supports a range of organisations working with and for young people.

Changes to Venue Hire agreements

As a result of their premium containment strategies, metropolitan venues now require hirers to have $20 million public liability coverage. There are already anecdotal reports that this is likely to increase to $30 million in the next year. Either requirement will percolate out into the regional areas where most of venues are local government owned.

Likewise arts organisations with venues are now compelled to require coverage as a hiring condition, making it harder for small less resourced groups to give public performances.

The Performance Space (Sydney NSW): “Because of the conditions that contractors are not covered, we are now in the situation where we have to employ anyone who works on a show. All our designers and directors, who usually operate as independent businesses with ABNs, can no longer do so at Performance Space unless they have their own public liability cover.

The condition that hirers are not covered makes it very difficult for small, unincorporated groups, who cannot afford cover. To get around this we have to enter into a co-production arrangement and employ the artists.

All this means more administration for us and less freedom for the artist, and in the end it is the same show, with the same people as if they had just hired the theatre” 

Small arts organisations are indicating they cannot afford the additional premiums.

Venues are also hit by rising premiums for building insurance, which are being passed on through increased hiring charges.

Changes within the Insurance Sector

Whilst the HIH collapse and the events of September 2001 have captured extensive media coverage, other changes less well reported are having an impact on insurance for the arts sector (and small business) throughout Australia.

Reduction of suppliers for general insurance

Numerous organisations reported to the Australia Council instances of being advised within a few weeks of their policy renewal date that their existing insurer would not be renewing coverage. In particular they report that GIO had not advised in advance of their intention to withdraw from general insurance. Consequently they were suddenly faced with having to obtain a new insurer. Organisations in this situation are finding it extremely difficult to obtain cover; some are still waiting after two months. Not surprisingly premiums have increased dramatically when new policies are obtained.

Of more concern, is that other organisations are unaware that this will happen because their premiums fall due after June 30. 

Compounding this problem is the changed relationship between insurers and insurance brokers.

Changed relationship between insurers and insurance brokers

In the last six months the insurers have removed the discretion that insurance brokers had, to set premiums and assess risk. This change will have an ongoing impact and is particularly difficult for arts/small businesses outside of metropolitan areas.

Up until then, the local insurance broker could set premiums and assess risk, based on local knowledge. Premiums were often set at low prices because the broker had a relationship with an organisation. The broker could also issue Certificates of Currency quickly and at minimal additional cost. These are mandatory requirements in venue hiring agreements, or in obtaining approvals from local and state governments for outdoor performance. Largely, this no longer occurs. 

Risk assessment, premiums and policy writing are now done by head office insurance underwriters under strict guidelines issued by re-insurers in Germany and Switzerland. This has made obtaining Certificates of Currency more time consuming and difficult.

Organisations report that they have found it difficult to obtain policy renewals because they are now deemed high risk. When faced with non-renewal of coverage, regional organisations in particular reported difficulties in sourcing alternatives often because their local insurance broker did not seem to have sufficient knowledge of those alternatives. On the other hand capital city based organisations reported frustration but were able to draw upon their networks to source solutions.

It is hard to provide a complete assessment of the ongoing impact of this change other than that small organisations are most affected (See Table 8: Difficulties by Size and Region, Page 12).

4. Impact of rising insurance costs on arts organisations and small businesses

Difficulties in obtaining insurance cover

Table 7: Difficulties (excluding Major Performing Arts Organisations)

	
	All
	Recent Renewals

	Difficulty Obtaining Cover
	39
	35%
	39
	87%

	No Response
	5
	
	
	

	No Difficulty
	68
	
	6
	

	
	112
	
	45
	


In the Australia Council survey 39 organisations reported difficulties in obtaining renewed coverage. 87% of Renewal Completed respondents have experienced difficulties obtaining cover for their current renewal period. 

Reasons given for experiencing difficulty were:

· Non-renewal of policy: 10 organisations

· One organisation had to split their public liability cover across two insurers.

· One organisation is still waiting to renew coverage after two months.

Only one organisation attributed difficulties to previous claims history as a reason.

Table 8: Difficulties by Size and Region

	Difficulties
	Metro
	Regional
	Total

	Small
	18
	8
	26

	Medium
	6
	2
	8

	Large
	5
	0
	5

	Total
	29
	10
	


Table 6 indicates that small organisations are most likely to encounter difficulties than larger ones.

Claims History

Only seven organisations out of the 135 responses reported a previous claims history.

Public Art: Impact on Opportunities for Individual Artists

Local government work in particular has been the most stable and profitable area for community artists to source work, but as they now must take out their own work cover and professional indemnity as well as public liability insurance to effectively deliver Council activities as a contractor under the new tax system, many artists are no longer taking up that work.  Organisations report that artists in community development will stop doing that work if the current situation continues.

Local government arts projects also report that they are finding it increasingly difficult to gain coverage for public art projects.
Overseas touring to North America

All organisations surveyed by the Australia Council are reporting that public liability coverage now excludes North America.  This could impact on planning for international tours to the North American market.

Skills and arts development workshop programs

Community cultural development organisations have noted a rise in premiums for art-making workshops.

Small arts businesses and not-for-profit organisations

Typically these organisations have one paid staff member and a desk (or they are totally volunteer resourced) combined with a turnover less than $500,000. They report that the insurance situation merely adds to their frustration over what to them is a complex operating environment. They report that more and more time is being spent on compliance (legal obligations. Workcover, Bureau of Statistics, GST) all of which have to be handled by one person.

They may not have the resources / expertise / or time to contain insurance costs or seek alternatives when coverage is refused. 

“…Our regional network is made up of volunteers over 100 organisations many of whom cannot get coverage…Currently we have over $400,000.00 worth of projects on hold …if a national solution is not found, this will have a devastating impact on regional arts and culture and quality of life” regional arts organisation (NSW)]

Small music ensembles (bands, jazz and vocal groups etc)

Typically unincorporated groups, are effectively self-insuring by electing not to take public liability cover in the mistaken belief that they will be covered by venue public liability or can extinguish their risk through the coverage of their artist sub-contractors. 

Community Orchestras, Choirs, Eisteddfods

A wide range of arts activities form part of the wide creative arts ecology in the community. Activities such as community orchestras, choirs, and eisteddfods are also facing difficulties as changes occur in the provision of insurance cover. While the Australia Council does not fund the activities of most of these organisations, their concerns warrant inclusion due to their grass roots nature and vital place in the cultural life of Australia.

These organisations are mainly volunteer-based local community groups throughout Australia (there are 150 community choirs alone). 

These organisations reported concerns about their survival. Most are reporting either huge increases in insurance premiums or outright refusals to continue coverage.

Short Term Coverage for Artists

Service organisations indicate individual artists can no longer purchase short-term coverage for an exhibition. They now have to purchase full 12 months coverage.

5. Schemes, arrangements or reforms that can reduce the cost of insurance and/or better calculate and pool risk

We have provided examples of some existing schemes or attempts to establish such schemes within the arts sector. 

Master Policy Scheme

Ausdance the peak dance service organisation has successfully operated a master policy scheme for its members for a number of years. Dance companies funded by Australia Council use the scheme.

Group Purchase Schemes

The Regional Arts Victoria (RAV) Scheme policy covers many affiliate groups whom “Buy In” to the policy.  These volunteer community groups undertake a very wide variety of arts activities from presenting performing arts to staging major regional Festivals to conducting workshops and concerts.  The policy is held by RAV and these groups are separately constituted independent affiliates.  The risk lies in the distance between RAV as the primary policy holder and the groups as the deliverers of the activities.

Some local arts organisations are pooling cover. For example Hothouse Theatre and Flying Fruit Fly Circus (located in Albury / Wodonga) have pooled their cover as result of Hothouse’s difficulties in renewing coverage.

Regional Arts New South Wales has operated a group purchase scheme for some time. Recently the organisation has experienced difficulties in securing affordable cover. The organisation has recently found a solution to its needs.

The Community Arts field is experiencing problems setting up a new scheme. Community Cultural Development NSW reports difficulties in establishing a group purchase scheme for CCD Network members (NSW, WA, QLD and SA). One scheme required disclosing the exact nature of all activities to be covered 12 months in advance, not feasible for their members.  Other insurers offered either cover with so many exclusions that it isn't cover at all, or one of event coverage at $3,000 to $5,000 per event. CCD NSW is currently pursuing other options.

CCD NSW indicates that they may need a much bigger pool to be viable for insurers, encouraging an Arts industry wide approach. CCD NSW also suggests member accreditation and an industry standard of risk minimising management practices to ensure scheme is attractive to underwriters.

The National Association for the Visual Arts (NAVA) has being trying for some time to establish a scheme for artists without success.

Insurance advice

The Arts Law Centre has compiled a list of insurance brokers who understand insurance needs for the arts sector. This is available to the entire arts sector.

There are several insurance industry web-sites that the arts sector can access to obtain information about insurances and location of insurance brokers. None of them are very “arts-friendly” impeding their accessibility to the arts sector. The Australia Council will endeavour to highlight these concerns to the relevant insurance industry bodies.

State initiatives (under development or implemented)

The Australia Council is aware that several States have recently announced information packages or undertaken research. The following information was compiled by Arts Victoria based on responses from other state and territory arts agencies.

	ARTS SECTOR RESEARCH 

	ACT
	No.

	Australia Council
	Yes

	NSW
	Register of affected organisations and cancelled events.

	Queensland
	Arts non-government organisations (NGO’s) have been surveyed.

	Tasmania
	A register of organisations affected that contact Arts Tasmania is being kept, but no proactive research undertaken.

	Victoria
	Community.com has undertaken some research into impacts on the non profit sector including arts. Arts Victoria has a copy.  

	WA
	None to date.


	POOLING/GROUP BUYING 

	ACT
	No. 

	NSW
	No Government sponsored scheme is proposed but assistance provided towards renewal of the scheme operated by Regional Arts NSW. Pooling and group buying are recommended by the Government as part of the solution for small organisations unable to obtain insurance.

	Queensland
	Yes – current strategy of the Queensland Government Insurance Taskforce. 

	Tasmania
	The Local Government Association of Tasmania has worked with the Municipal Association of Victoria in the formation of its public liability insurance scheme for not-for-profit community groups which will come into effect on 1 June 2002.

	Victoria
	A group purchase scheme for the community sector has been developed through the alliance between State Government, Municipal Association of Victoria and broking firm Jardine Lloyd Thompson.  Victorian community organisations including arts organisations will be able to access this from July 2002.

	WA
	No – each agency within portfolio is individually responsible for insurance.


	STATE INSURANCE SCHEMES

	ACT
	No.

	NSW
	Not proposed.

	Queensland
	Not likely. Only offered for School P&C Associations.

	Tasmania
	No

	Victoria
	Portfolio agencies are currently insured through state insurers VMIA.  Arts Victoria is investigating whether other arts organisations, receiving more than 50% of turnover from state government would be able to insure through VMIA.

	WA
	Yes - via State Government Insurance scheme.


	RISK MANAGEMENT TOOLS

	Queensland
	Yes – current strategy of the Queensland Government Insurance Taskforce. 

	ACT
	No, although at Festivals ACT is developing a new position that helps facilitate Festivals by assisting Festival organisers with issues directly linked to local government. We anticipate that in due course we would advise groups on options available to them based on the Territories requirements.

	WA
	Nil.

	Australia Council
	Facilitating the development of arts sector risk management standards.

	Vic
	Arts Victoria is currently surveying what training modules are currently available to the sector. A consortia comprising the  Municipal Association Victoria, the Arts Industry Council and Our Community has received funding to deliver risk mitigation tools to community groups & arts organisations. Delivery of the tools is scheduled for December 2002.

	NSW
	Development of an arts-specific risk management toolkit based on a resource from the NSW Department of Sport and Recreation. Estimated for completion by the end of May.  Covers not just risk management but corporate governance and other legal issues.

	Tasmania
	Joint State/Local Government public liability risk management seminars have been held around the State in March 2002.  Arts Tasmania is investigating the feasibility of revising the Office of Sport and Recreation’s risk management manual ‘A Sporting Change’ for use in the arts sector.


	DIMINISHING COVERAGE

	ACT
	No.

	NSW
	No information available.

	Queensland
	Current contract between NGO’s and State has no reference to insurance.

	Tasmania
	Not at present, but is still on the agenda for consideration.

	Victoria
	Currently being investigated.

	WA
	No.


	MANDATORY CONTRACT REQUIREMENT

	ACT
	Yes, our funding deed state that recipients have to take out insurance cover specified by the Territory and with an approved insurer. Currently there is no official statement on the actual level of insurance but it is recommended to have public liability cover of $20 million in the ACT.

	NSW
	Not included in current funding agreements and not proposed. However, clients are required to be incorporated and, in NSW, this includes a requirement to hold public liability insurance.  This requirement is currently under review by the NSW Department of Fair Trading for incorporated associations.

	Queensland
	Current contract between NGO’s and State has no reference to insurance.

	Tasmania
	No requirement, but insurance advice forms part of the information package to successful applicants.

	Victoria
	No.

	WA
	No.


	OTHER

	ACT


	The impact of a mandatory Public Liability cover requirement of $20 million in ACT has detrimental effects on the arts and cultural activities in ACT, as it is virtually impossible for practitioners to get this cover from an insurer. If they can source it, it is usually very expensive and disproportionate to the respective project cost. We are currently awaiting further decisions in this area to help remedy some of these issues.

	Australia Council
	Information to assist the sector deal with immediate coverage issues. Distribution: Organisations funded by Council on a triennial and annual basis; Peaks and service organisations and networks.

	NSW
	The NSW Government has already introduced a series of reforms targeting “ambulance chasing” in an effort to reduce the cost of claims. Full support from the Government for the outcomes of the national meeting and central co-ordination of State Government efforts in this regard.


6. 
CASE STUDIES

Comments from small community owned venues hired by Small or New Performing Arts Businesses

Many emerging performing arts groups rely on small community owned venue to present their work. Until now these venues have been inexpensive to hire. These venues are reporting that their insurance arrangements require them to insist on public liability coverage in the hire agreements. These small groups either cannot obtain or cannot afford it.

· Individual artists have been unable to stage offsite projects due to the prohibitive cost and unwillingness of insurers to underwrite activity; as an organisation we may limit the scope or possibilities of a project due to the likely insurance ramifications. (Vic Metro)

· (Our organisation) is seriously concerned with the dramatic increase in insurance premium, however the greatest concerns lies with smaller independent arts organisation that will not be able to meet the higher insurance premium, or in many cases be denied insurance cover entirely. I believe this will have dramatic effect on the quality and type of artistic work within this country. (WA Metro)

· Our policy does not insure us against claims arising from accidents caused by negligence of those working in our venues who are not on our pay … (this) does cause problems for smaller companies who often do not have the money or the business infrastructure to organise their own cover. While we do provide counseling, referrals to ‘performer friendly brokers” and advice for these producers they are not able to be covered under our policy.

We also have a problem with not being able to extend our cover to include equipment bought into the venue by producers (particularly producers working with limited resources). While producers are often able to borrow or hire equipment at a reasonable rate the cost of insuring the equipment for theft or damage is prohibitive. Our broker has told us that we cannot extend our policy to include equipment that is not our property as “we have no financial interest” in the property. In the last few years this has been a particular problem with audio visual and digital technology which is being used increasingly in performances (by groups). (WA Metro)
· For the last 12 months, all hirers of our venue are required to provide a public liability insurance cover note as a condition of venue hire. This causes some hardship, particularly for small community groups and often can lead to loss of revenue for (our organisation). (SA Metro)

Impact on arts organisations and artists working with local communities

· (Our policy) will cover office work and classroom training activities, but NOT any art-making related activities.  We are also unable to source insurance coverage in public liability, professional indemnity, or personal income protection at a reasonable rate for our members who are sole trader artsworkers earning between $12,000 and $30,000 per year.  

Our volunteers (including trainees) are not covered by our public Liability insurance.   Volunteers on any of the projects we are involved with are not covered either, and the cost of them taking out their own insurance is prohibitive.  Community groups are also unable to use the Local Government facilities built for them because they cannot get cover.

(Our organisation)… will not do any artmaking workshops unless cover is secured.  May also have to remove workbased training component of our courses as trainees are classed as volunteers

Artists in community development will stop doing that work if the current situation continues.   Local government work in particular has gone from being the most stable and profitable area for community artists to source work, but as they now must take out their own work cover and professional indemnity as well as public liability insurance to effectively deliver Council activities as a contractor under the new tax system, many artists are no longer taking up that work. (NSW Metro/Regional)

· Public liability costs are proving to be a prohibitive factor at present- as currently the insurance costs have been covered by council. When Platform becomes an independent entity the cost of public liability will need to be factored into the budget which if it is high will be difficult to support. The problems Platform is having in trying to seek a quote for insurance at a reasonable price are that:

1. The activity involves young people, which appear to present a higher risk of litigation and the possibility of higher pay outs (young people attract bigger payouts because they have the potential to live longer than older people and this is a factor in loss of income calculations)

2. We do not have our own rehearsal/performance space and are needing to use a variety of different spaces

PUBLIC ART

The rising cost of premiums is having a major impact on public art projects managed by (our) Council. Artists are engaged by Council as contractors which means they are responsible for their own public liability insurance that covers them while they are on Council-owned land/property to install art work. Our experience at Council on a current public art project is that the artists we have engaged are having great difficulty obtaining quotes for premiums insurance and in finding at least one insurance company that will consider a policy to cover installation of their work. The implication of this is work is now at least three months late. If the situation continues as it is it will mean further delays. 

The rising cost of premiums will have longer term implications for Council's Art in Public Places program in that Council will need to put additional resources into the program to cover this, something Council will find difficult to do. 

(Our Local) Council has established a new arts facility …. The intention was to transfer management to a separate 'not for profit' company in order to give it independence and its own identity. However, because the quotes for new insurance policies were in excess of $30,000, Council has been obliged to retain management under its auspices so the facility will be covered by Council's policies.

MUSIC

Recently Council was approached by another Local Council regarding our employment of musicians and our requirement for them to have their own public liability insurance. Our response was that at present we do not require this. If however this occurs in the future it no doubt will have considerable impact on the engagement of professional musicians. (VIC Metro)
Visual Arts Small Businesses

· (Our) constituency and members continue to be very exposed because of the difficulty in finding appropriate and affordable insurance cover in all areas including especially public liability and professional indemnity. Many artists and craftspeople cannot find an insurance company willing to offer them insurance at all because the company cannot assess the risk. However, those organisations offering group insurance schemes at state level report that there have been no or hardly any claims in the many years their schemes have operate.

For five years, (our organisation) has been trying to establish a national scheme to cover all artists and craftspeople, however very few companies were interested and (our organisation) is scrutinising the cover offered by one with which we are currently negotiating because it does not seem to offer secure coverage and is very restricted in the range of types of insurance offered. Also (our organisation) would have to take the financial risk to provide this.

For artists OHS and public safety issues are taught very erratically in art schools. (Our organisation) provides a range of pertinent information on its Visual Arts Net website including OHS. (National)

Highlighting the problem of renewing coverage (youth theatre and schools programs)

· GIO gave us two weeks notice they would not re-insure us for Public Liability. I rang around for two weeks and could only find one company that would cover us (despite we have never had a claim) it then took months to get a copy of the policy document form then and it contradicts what the Broker's invoice said and we are currently trying to clarify that. 

(Coverage) is VERY expensive, I am not really clear on who I am dealing with and the Broker seems unable to clarify things.

We have recently taken over a theatre venue to increase access and opportunities for emerging artists, we are able to subsidise and soften a lot of the costs but the one killer is that they will all need $10,000 000 Public Liability. The cost and administration of which is a deterrent to entry. 

The general word is that gathering with like organisations to buy as a group improves prices. 

YES (we are a special risk) because our target market is youth (and) insurers consider potential claims to be more expensive than if we had an older audience. Touring and alternate venues add to perception of risk

For the past few years in the four or so organisations I am involved with it has been the single largest "unknown" ever time you try to draw up the next years budget, and in recent years has exploded beyond worst case budget predictions. (TAS Metro)
· Our insurer declined to renew our policy in 2001 due to a change in underwriting guidelines and our broker remarketed the policy then. It was very difficult as most insurers were not interested in providing quotes and the ones that did were very expensive. As a result the policy was split over 2 insurers and the premium had doubled. These insurers have agreed to renew the policy this year with a 20% increase in premium. We have been advised by our broker that there are now fewer insurers writing (sic) this type of business. (NSW Metro)

· We have a participation exclusion clause which means that we have to ensure that if there are participatory activities in our productions, schools are made aware and accept responsibility for their students. General public performances can have no participatory components. (NSW:Regional)

Problems with establishing group purchase schemes

A regional arts service organisation has an existing a group purchase scheme but has encountered problems renewing the scheme:

· It is not clear what activities are covered and there is a huge range in the scope/scale and nature of the activities covered under the policy-  Although we have not had notice that things will not be covered and we have made clear and deliberate efforts to disclose the nature of all activities covered I fear that this could change at any moment. The nature of providing our certificates of currency have changed and agent is no longer able to write them directly- the underwriters are now doing this. This indicates a much greater control/vetting process.

Our policy covers many affiliate groups who “Buy In” to our policy.  These volunteer community groups undertake a very wide variety of arts activities from presenting performing arts to staging major regional Festivals to conducting workshops and concerts.  The policy is held by us and these groups are separately constituted independent affiliates.  The risk lies in the distance between us as the primary policy holder and the groups as the deliverers of the activities.

We are concerned that if the insurance sector remains as twitchy as it currently is our activities will move into the “not insurable” or “ too far out of our price range” realms. (VIC Regional)
Impact of local community run orchestras, choirs and eisteddfods

· (Our group) is a volunteer-run, non-profit organisation devoted to encouraging the performing arts, and compulsory public risk insurance is the most overwhelming item on our budget. It is equivalent to venue hire costs and adjudicator costs, and requires the committee to do serious fund-raising. We have never had a claim, as ours is indoor activity (children playing the piano & reciting verse etc); not the sort of thing likely to cause mayhem. I am very grateful that you will be endeavouring to do something about these rising costs. (A nearby) Eisteddfod phoned me yesterday to ask about our insurer, as theirs, (GIO) has flatly refused to insure them any more! Thus they are in danger of having to disband entirely, to the great disappointment of all music and dance teachers in the western suburbs. (Metro NSW)

· That is not enough time to get insurance details from the treasurers of the two organisations I play in Both were affected by higher premiums, and one was actually unknowingly not covered for a time because of the HIH collapse. Even though the insurer (Jardines) held the policy, they said they would not be able to pay in the event of a claim, because they had sub-let it out to HIH or something of that nature. We do not understand these things, but it was a shock at the time that an insurer could do such a thing. These community groups are amateurs and volunteers, and do not have the sort of money that is being asked by insurance companies. Many children are being affected, because the cost of their music lessons and instruments is quite high, and the fact that their parents now have to pay higher and higher fees for orchestras and band membership (to cover insurance) will cause many to withdraw, and their musical and social development will be affected.  (NW Sydney NSW).

7. APPENDIX

We attach for reference a collation of recent press reports on the significant impact on the arts of changes to  public liability insurance.  

� Key indicators of “Renewal-Completed”: difficulties renewing, non-renewal GIO policy, knowledge of high risk activities as perceived by insurer, commitment to improved risk management practices and North America exclusion.
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