







8 Walker Ave,









NARRABEEN, 2101









15th May, 2002









(02) 9982 8672 (ah)









(0407) 327178 (mob)

The Secretary

Senate Economics References Committee

Room SG.64

Parliament House, Canberra, 2600

Dear Sir/Madam

Economics References Committee

Inquiry into the impact of public liability and professional indemnity insurance cost increases

I am involved in the sport of canoeing as competitor, administrator, volunteer, equipment manufacturer and infrastructure designer. As such I have a wide range of experiences of the problems and concerns for the sporting and small business communities on the impact of these insurance increases.

Each of these parties within a small sport such as canoeing will have different perspectives on insurance. I will suggest a view of the impact from each of these. 

1) As a competitor, I am aware that there are “insurances” required for events and that these in part justify a membership and affiliation cost. Few canoeists consider these costs to be justified and hence any increases in premiums will cause a reduction in the number of members affiliated with the sport. I pay a club membership fee of $50 p.a. of which about $20 represents insurance.

2) As an administrator (at Club and State level) I see that the sensitivity of competitors to the cost of insurance will cause a reduction in membership numbers. In a small sport with a narrow membership base there is a risk of falling below the critical mass of membership necessary to attract Australian Sports Commission funding. This would severely limit the Olympic and World Championship aspirations of our junior athletes by removing the opportunity to compete at national and international events. 

A successful sport requires a wide membership base to provide the funding necessary to support development and elite programmes. When organising canoeing events I see little public risk to be managed (headlines of “canoeist runs into speedboat” - are not very common). So when I have to raise entry fees to cover increased insurance this merely reduces participation rates.

3) As a volunteer official and qualified level 1 NCAS coach I am currently required to pay $85 p.a. to gain $5m PI cover, and $10m Public Liability cover. I find this too expensive already and am not covered. As such I undertake very little coaching in a sport where few coaches are available and coaching advice is keenly sought. More coaches will withdraw as well if the fees continue to rise. Instead of volunteer coaching a few clubs charge for coaching, so that participation becomes restricted to those with the means to pay. In addition the recent decision by the courts to award $5.7m against a wrestling coach with only $5m cover, makes it clear that the perceptions of insurance as a safety net are no longer valid.

4) As an equipment manufacturer I have never had a sufficiently large business to afford PI insurance. Typically I have produced 5 kayaks per year for the last 5 years, ie a turnover of only $5,000 per annum. I have recently ceased production, partly because of the increase in costs and reduction in margins, but also because of the concerns regarding our increasingly litigious society. I could not continue with this business without obtaining expensive insurance, that would offset any profits made. This business was one which had substantial export potential, but without at least a small home market, the exports cannot be pursued.

5) As an infrastructure designer I am involved in projects around the world in the sport or whitewater canoeing and rafting. The Penrith Whitewater Stadium in Sydney was designed by me for my employer, Pacific Power International, as the venue for the Olympic Games sport of canoe slalom. Similar projects within Australia are at risk of failure unless the “assumption of risk” that participants take by signing a waiver form can be relied upon to protect the facility operators from claims.

Solutions:

As per the Review of Australian Sports Insurance of March, 2002, to the Sports and Recreation Minister’s Council, there is a need for legislation to regulate unmeritorious claims. In addition there is a need for strong action regarding the conditional fee arrangements adopted by many lawyers in recent years. It is the community who pay for these claims which in many cases are not strongly contested by the insurers. Surely if the defendant in a case does not have the option of a conditional fee, then why should the plaintiff. The public perception is that it is lawyers who make the money out of this system, and they are the ones who regulate the system, so it certainly does not deliver justice or equity.

If an action were commenced against me in my role as any of the categories of person above, there is an opportunity for a speculative investment by a lawyer. After a preliminary assessment of personal assets (my family home) they may decide that a case is unlikely to be defended and therefore easily won, for a quick 50% of the payout. As such this legal opportunism is destroying the incentive to manufacture product, or to participate as a volunteer coach or official in this and possibly many other sports.

I strongly endorse the suggestions in the above Review, particularly as regards legislation to regulate unmeritorious claims (pp16-17 of Review). In addition the need to develop appropriate documentation to protect sporting groups from claims for injury, where the participant should rightly have assumed the risk and be responsible for the consequences of his actions.

Yours faithfully,

Peter Heeley

