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Senate economics committee inquiry

This submission is made in my capacity as Chair, Council of Australian Museum Directors (CAMD) and follows from your letter of 11 April 2002.  It is based upon responses to a request for information I made to our 18 members, which cover the major Commonwealth, state and non-government institutions.

One particular difficulty in providing a response is that premiums in a number of cases are still being negotiated.  However, it can be said that the prospect of increased premiums is causing some alarm amongst members.  One museum expects an increase of 90-100% and has heard reports of up to 400%.  The potential unavailability of some forms of cover is also a concern.  Member institutions obtain their cover from a variety of sources:  COMCOVER, state-managed insurance schemes and the commercial sector.  This, as you would appreciate, makes it difficult to report industry-wide trends.

Public Liability

This cover is, of course, vital for all museums.  Some have reported significant rises:  one Commonwealth museum reported 25%;  one state museum reported just over 100% ($4,500 to $8,500);  another long established and successful non-government museum reported a 66% rise.  To put the latter in perspective, the premium rose from $240,000 to $400,000.  This equates to half that museum’s annual surplus.  It is this surplus that helps fund future development.  If future development is placed in jeopardy, so then is the long term viability of the attraction.  Without continual re-invention and development, a museum risks its relevance.

No museum has reported an inability to obtain the cover it requires.  But as it is a non-optional element of operating costs, steep increases in premiums do pose serious implications for museum operations.  Without supplementation, which is unlikely, discretionary expenditure will be reduced, with its consequent effect on all museum activities, public programs particularly.

One museum reported a difficulty that is probably typical of all natural science museums.  Whereas it can obtain the necessary policies, albeit at higher premiums, for activities on its site, the independent and incorporated groups traditionally associated with it seem unable to obtain cover for activities away from the museum such as expeditions, field trips and projects.  Should these groups not be able to conduct these, much of the diversity and vitality associated with museums of this type will be lost.  This will inevitably affect the museum’s standing and its important role of encouraging kindred groups.

Professional Indemnity

No museum has any specific comment except to state the absolute necessity of having such cover.

Other issues

Increases in workers’ compensation (up 15%) concerned one museum;  also the probability of mounting premiums for high value temporary exhibitions, particularly those involving overseas components, is of concern.  These are a regular feature of some museum programs and increased premiums might lead to a reduction in the numbers of high quality museum travelling exhibitions (as opposed to art-based exhibitions).

Schemes, arrangements etc

Bearing some of the initial risk is a possible way to reduce the premium (one museum accepts the first $10,000 on any claim).  A greater emphasis on risk management and the keeping of detailed and reliable records may represent a way over time to limit the increase in premiums.

In summary, directors view the prospect of major increases in liability insurance with considerable concern, if not alarm.  Rises of the magnitude foreshadowed thus far have the potential to affect the ability of museums to undertake renewal and to sponsor and foster activities that the public has come to expect.  This situation is seen as disturbing for major CAMD members:  but the effect on smaller community-based, non-CAMD museums has the potential to threaten their very existence.

The invitation to make this submission is much appreciated.

S.N. Gower AO

Chair CAMD

