Senate Inquiry into the Impact of Insurance Cost Increases


14 May 2002

The Secretary

State Economics References Committee

Rooms SG 64,

Parliament House 

Canberra ACT 2600

Dear Secretary,

Please find attached the AISSA submission for the Inquiry Into the Impact of Public Liability and Professional Indemnity Insurance for consideration by the appropriate Senate Committee.

AISSA would appreciate an opportunity to make a further submission to a public hearing of the Senate Committee.

Yours sincerely,

Garry Le Duff

Executive Director
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1
INTRODUCTION

1.1
This submission is presented on behalf of 90 independent schools across South Australia which have a combined enrolment of approximately 35, 000 students. This represents 44.95% of the total non-government school enrolments in South Australia. All independent schools are not-for-profit organizations affiliated with a religious or cultural organization. (See Appendix 1). In South Australia the majority of these schools are stand-alone (non-systemic) self-managed institutions. Some schools are administered via a system; however they still retain a high degree of local management, (Lutheran system). They are similar in characteristics to other not-for-profit community service organizations.

1.2
AISSA is also a not-for-profit organization that provides a wide range of education, administrative, legal and industrial relations services to member schools. It is recognized by governments as the peak advocacy organization for the independent sector in South Australia.  AISSA is funded by annual subscriptions from member schools.

1.3
About 50% of AISSA member schools provide primary (only) education; 40 schools have 200 or less enrolments, including 14 schools with 50 or less student enrolments. (See Appendices 2 & 3).

1.4
The socio-economic profile of the independent sector has changed significantly in recent years as lower fee non-government schools have been established in the outer metropolitan areas of Adelaide and rural towns across the State. Approximately 2,700 families with children attending independent schools have annual combined incomes of $20,800 or less and 5,250 families are eligible for School Card which is a State government school grant provided to disadvantaged families. Approximately 3,300 students enrolled at independent schools are from families with incomes above $104,000 per annum; about 3,900 students in government schools are from families with the same level of income.

1.5
Independent schools are funded via Commonwealth and State Government grants and fees paid by parents. The Commonwealth is the most significant provider of public funds to independent schools. In South Australia parents of independent schools contribute on average 56% of all costs associated with their children’s education. The level of their contribution varies with the socio-economic profile of the school community.

1.6
There has been considerable community concern about the significant increases in the cost of public liability insurance for business and not-for-profit service organizations. Independent schools (not-for-profit organizations) across South Australia also face similar increases in their insurance premiums and disruption to their operations. 

1.7
The National Council of Independent Schools’ Associations (NCISA) has made a submission on behalf of the independent sector across Australia. AISSA supports the context and directions outlined in that submission. This submission focuses on the impact on schools, rather than the causes of the rises in insurance premiums.
2
THE COST OF PUBLIC LIABILITY INSURANCE

2.1
AISSA has surveyed its 90 member schools (independent-non-Catholic) to identify the level of increases faced by the sector and the impact of the increased costs on each school’s operations and education activities.

2.2 The survey indicates the following:

a) There have been increases (property, public liability and professional indemnity) in all forms of insurance over the past 12 months; however the largest increases are associated with public liability insurance. Schools have noted that these increases are not related in any way to their claims record. There has been inadequate explanation for the increases and a perception among some school management that insurance companies are taking unfair advantage of the community

b) The rises are mainly in the order of 45-60%; however some non-systemic schools face increases of 100%.  The most extreme rises have been 250 and 300%. The latter examples are from small country independent primary schools that service relatively disadvantaged communities.  There does not appear to be any consistent pattern in the rationale for the size of the increase across schools

c) Member schools fear that if the current rate of increase continues they will have to make modifications to the curriculum activities provided to students especially in smaller and more recently established schools

d) The insurance excess has increased, in most cases by 100%

e) The number of exclusions in insurance policies appear to have increased; in particular “terrorism”. Schools are concerned about the extent of events or actions that may be covered by the term “terrorism”. Additional premiums are being added for higher risk activities

f) Schools have made adjustments to their budgets to accommodate the increases by re-allocating from other budget lines such as school teaching/learning resources and canceling extra-curricular activities such as school camps and aquatics

g) Some schools have noted increases in the cost of extra-curricular activities (camps, transport, aquatics, etc) as providers of these activities and/or facilities have also been affected by large increases in their insurance premiums 

h) Some schools have passed on the impact of increased insurance costs to parents via higher school fees. Schools in this category have indicated that

 the premium increases have contributed about 1% to the fee increases for 2002.

2.3
In addition to the above findings AISSA has also been informed that Industry placement schemes for senior secondary students (now an integral element of post-compulsory curriculum for most secondary schools within the independent sector) may be in jeopardy. Employers could face increased public liability insurance if they are involved in such schemes.

3
IMPACT OF COST INCREASES ON INDEPENDENT SCHOOLS

3.1
The size of the above increases is very disturbing.  Insurance coverage is an essential budget item for schools as they have significant responsibility for the safety and welfare of young people (duty of care). Member schools have indicated that insurance is now becoming a major budget item. Such increases have led to a redirection of recurrent funds into the operational elements of school budgets (rather than in the direct provision of education) and to fee rises for parents.


3.2
The financial burden generated by the above increases cannot be moderated across the sector, as each school is responsible for the receipt and administration of its financial resources. There is no centralized administration of general recurrent funds within the sector. Therefore these above increases will directly impact on each school.

3.3
The survey indicates that the rise in insurance costs have contributed about 1% of school fee increases for 2002. The average school fee increase in 2002 was 4.5% across South Australia. Schools are fearful that they face further significant increases in the immediate future. Parents are a major source of income for independent schools; such significant increases in insurance are likely to be passed on to parents in the form of increased school fees, possibly limiting the choice of many families who wish to enroll their children at a non-government school.

3.4
Some schools have abandoned extra curricular activities such as camps because of the rise in the cost of using facilities or the activity. In other words there is a flow–on effect to schools from the rise in insurance costs faced by other community organizations as well as the individual schools.

3.5
Schools that hire their school facilities to the public are reconsidering this fund 
raising option because of the implications for their insurance costs.

3.6
Community participation in school activities is a significant strength of Independent schools. School Boards are composed of representatives from the school community and parents and other members of the school community provide assistance to schools in a variety of ways. Public liability and professional indemnity insurance are therefore essential insurance items for schools. 

4
STRATEGIES FOR THE FUTURE

4.1
AISSA is aware that a number of strategies were announced at the Joint Communiqué of 27 March from the Ministerial Meeting on Public Liability to minimize the impact of significant rises in insurance costs to the community. In this context, AISSA has written to the State Treasurer seeking the inclusion of independent schools in any strategies that are implemented in South Australia to reduce the cost of insurance to community service organizations.

4.2
AISSA considers that the situation arising from the significant increases in the cost of insurance premiums requires the input from both Commonwealth and State governments and governments should recognize the negative impact that such rises are having on community service organizations, including the non-government school sector.

4.3
AISSA requests the Senate Committee acknowledge that Independent schools need to be included in its deliberations on the impact of public liability for small business and community organizations.
4.4
Schools along with other community organizations need access to appropriate training programs on risk management strategies

4.5
The insurance industry should be required to be more transparent in explaining the increased cost of insurance premiums
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		Murray Bridge Christian College						F		28.5		0		28.5
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		St Peters Lutheran School, Blackwood		LUT/SYS				C		50.5		0		50.5

		Marbury School Inc		OTHER		5		B		60.3		78		138.3

		St Jakobi Lutheran School		LUT/SY		9		C		66		0		66
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		Pulteney Grammar School		ANG		2		A		274.5		348.2		622.7
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