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Submission to the Inquiry into public liability insurance and professional indemnity insurance

Our Community is pleased to submit to the Inquiry into Public Liability Insurance and Professional Indemnity Insurance. The focus of the Our Community submission is on public liability insurance as it affects community groups across Australia.

Community organisations provide the most important means for Australians to promote their own health and well being. (Professor Lisa Berkman, Head School of Public Health, Harvard University). The non-profit/community sector consists of over 700,000 community organisations and employs 560,000 people. 
Our Community is Australia’s comprehensive one stop community channel, providing the practical tools essential to help every community, education and non-profit group to improve effectiveness, sustain themselves and flourish in the twenty-first century. 

 
Background

Public Liability Insurance is a major problem for community groups throughout Australia. 

This is due to a number of insurance industry problems including:

· Poor performance of the public liability insurance line of business (APRA reports a loss of approx $373 million in year 2000 – latest stats)

· Collapse of one of the larger insurers for public liability in Australia – HIH

· Increases in claims at law – although this is disputed by Law Institute and Australian Plaintiff Lawyers Association

· Length of time from incident to claim (long tail) has increased leading to greater risk factor for insurers

· International and Local incidents such as September 11 has led to global pressure on insurers in general

Many community groups have already expressed public concern at the levels of increase in their premium, but there are many who are still unaware of the fact that there is a problem as they are yet to receive their new premium notices.

There is concern that recent increases are only the start and the full impact is yet to be felt as further increases are expected in coming years. This would almost certainly lead to a significant number of services, events and festivals across Australia ceasing and one prediction is that unless a realistic solution can be found, the community sector will be decimated. This is the sector, where the breadth and depth of activities are provided to support the 65% of Australians who are members of community groups. 

Further, there is a growing skepticism expressed by every part of community sector  - from sports clubs to orchard festivals, from environment groups to churches, from playgroups to senior citizens clubs, from adult learning centers to drug services; all are watching closely to see whether insurers are merely using the current situation to pressure governments for reforms that will benefit insurance companies and so enable them to profit from the crisis in the knowledge that they have a captive market.

Our Community Involvement: Providing tailored Services and Products for the Aggregated Community Sector

Our Community is part of a network developing a national insurance solution for all community groups throughout Australia. This follows the successful negotiation and implementation of a national financial services solution, offering lower fees and higher interest rates for community groups with the National Australia Bank.  This is the first time in Australia that all community groups can now access tailored financial services, based on an aggregated and pooled opportunity.  Our Community is the first organisation to develop pooled arrangements for all community groups throughout Australia and it is intended that pooling and aggregated market opportunities will be developed for the key services required by community groups – e.g. Insurance, office supplies, telecommunications etc   As such, work was started by Our Community with key insurance providers to develop a tailored product for community groups using as a starting point the existing customers of Our Community (12,000 groups) in October 2001. 

The Insurance Crisis for the Community Sector

The impetus to bring a solution to market was further hastened when Our Community was approached by distraught and increasing numbers of Our Community members who had received increases in their premiums of over 30% and up to 1000% or were facing the prospect of not being able to get public liability insurance at all. Variations on this scene were being reported from community organisations across the nation, from groups of all sizes and from all parts of the community sector – it was across the board.

The analysis undertaken by Our Community clarified the fact that vast majority of the public liability problems would not be overcome in the short term. The analysis indicated that an important issue was to find ways that community groups could better manage their risk.  The insurers indicated to our Community that the management of risk by non-profit groups based on education about how to minimise their risk and the implementation of risk management strategies would demonstrate to insurers that community groups are actively implementing a policy that would lead to them being a lower risk.

Community Group Public Liability Survey

One of the main concerns with insurance for community, education and non-profit groups is the perceived high risk of their operations by insurers. Community groups cover a broad range of activities and risk profiles. To be able to fully understand the dimensions, range and potential viability of an offer to the total community sector, Our Community developed a survey for community groups to spell out their insurance history and current problems.  This information provided to our Community by community groups across Australia would also be used to as the basis for a “tailored” community group public liability solution.

Over 1,000 community groups completed this survey undertaken by Our Community on a national basis:

· 96% of respondents had not had a claim in five years. Of those groups who did have a claim on their insurance, the total money paid out by insurers represented less than 5 per cent of the total premiums paid over one year.

· 85% of community groups throughout Australia have experienced an increase in the cost of public liability insurance over the last year. 

· 14% say of the groups say that the increase is one that they cannot afford.

· 45% of groups surveyed had a turnover of less than $10,000, indicating any significant increases would impact heavily on these groups. The median premium paid by community groups was $750. 

· 85 per cent or non-profit groups had been in operation for more than five years with 73 per cent in existence for more than 10 years.

· 70 per cent of the groups covered had public liability insurance of between $5m and $20m.

· 17 per cent of groups did not have insurance coverage at the time of filling in the survey.

· 62 per cent of the groups had between one and 20 volunteer workers.

A graphical summary of the results of this survey is attached. Access to the survey data is available.

From the survey undertaken by Our Community there appears to be no basis for the huge increases in public liability premiums that many community groups have suffered. As yet there is no evidence provided by insurers to support the huge increases in premiums that many groups have suffered. Therefore it is not surprising that feedback from the community sector about the insurance crisis includes a perception in the wider community that Insurers are perpetuating a crisis in the industry for their own ends.

A Mechanism to Ensure Fair and Responsible Behaviour By the Insurance Industry

It is of concern to Our Community that some States are developing legislation that limits liability and introduces the notion of caps in cases of negligence that will NOT lead, in itself, to reduction in public liability premiums. 

It would seem that fair or socially responsible treatment of the community sector by the insurance sector is far from a reality. Yet the community sector is so essential to the health and well being of Australia that a mechanism is now needed to set standards and to ensure that the insurance industry behaves fairly and with some essence of social responsibility.

Recommendation for the Appointment of an Independent Insurance Industry Ombudsman

Therefore, in the face of lack of responsiveness and responsibility by the insurance sector for the plight of the community sector, Our Community recommends that serious consideration be given to the appointment of an Independent Insurance Industry Ombudsman with the power to investigate and decide on cases referred to it would assist in ensuring that the introduction of tort reform by States leads to lower premiums. 

Community Insurance Centre 

Our Community has developed a dedicated Community Insurance Centre that has been established to provide:

· Assistance and resources to community groups; 

· Development of a pooled insurance scheme to minimise the cost of insurance and reap benefits of an aggregated market; and 

· Risk management warehouse of information, tools, how to guides and newsletters to keep you informed on best practice examples and issues 

This initiative has been developed to complement the other services offered by Our Community, with its focus on providing the practical resources to community groups for them to become viable and sustainable.

The intention is to broaden the range and depth of materials focusing on insurance for the community sector to cover end-to-end resources tailored for community groups regardless of size, location or type. 

Risk Management

In particular, the Community Insurance Centre is the community channel for the ongoing development and distribution of materials and training to embed risk management practices throughout the community sector. Our Community has developed the Community Insurance Centre as a resource for all Australian community groups. This Centre is a repository of continually upgraded resources, materials, case studies and training on a national basis. It is critical that community groups are encouraged to maintain and monitor their risk management if insurance premiums are to be lowered and kept low.

Community Group Insurance Scheme

With the assistance of the Victorian Government and the Municipal Association of Victoria (MAV) Our Community has been instrumental in developing the Community Groups Insurance Scheme that will sit behind the MAV’s current local government insurance scheme. 

This scheme will cover the majority of Victorian and Tasmanian non-profit community groups.  The MAV has now announced that the scheme will be operational from June 1 2002. Our Community calls on the Federal Government to strongly support and facilitate other state local government instrumentalities to implement a similar scheme. 

At the same time we believe that there must continue to be a push for a broader national scheme that would be applicable to all segments (including sport groups) that can sit independently of the Local Government mutual schemes. 

Our Community recommends that the Federal Government:

· After evaluation of the models and options, establish an office and an independent insurance industry ombudsman to ensure that insurance companies are not profiteering from this crisis and to ensure that any introduction of tort reforms in the States leads to lower premiums and not greater profits.

· Supports the development of a national community group’s insurance scheme based on the MAV Community Groups Insurance Scheme.
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										5,000

										5,000

										5,000

										5,000

										5,000

										5,000

										5,000

										5,000

										5,450

										5,772

										5,951

										6,000

										6,000

										6,075

										6,347

										6,500

										6,590

										6,815

										7,000

										7,000

										7,187

										7,292

										7,500

										7,500

										8,000

										8,000

										8,000

										8,000

										8,700

										8,700

										8,700

										8,700

										8,760

										9,000

										9,000

										9,262

										10,000

										10,902

										11,000

										11,000

										12,000

										12,000

										12,000

										12,000

										12,500

										13,500

										13,633

										13,817

										14,000

										14,100

										14,500

										15,000

										15,000

										15,500

										15,861

										16,500

										16,604

										17,000

										17,100

										18,800

										19,000

										21,000

										21,450

										22,000

										22,000

										22,000

										23,800

										24,000

										24,245

										28,000

										28,000

										30,000

										31,000

										40,000

										47,723

										49,000

										69,000

										70,200

										71,000

										80,000

										94,000

										230,000

										267,000

										460,000

										3,075,830

								MEAN		$   4,047.14

								MEDIAN		$   766.25

								MODE		$   500.00

										15,379,815






