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AUSTRALIAN CRICKET BOARD





SENATE SUBMISSION

PUBLIC LIABILITY insurance 

BACKGROUND - THE AUSTRALIAN CRICKET BOARD
The Australian Cricket Board is one of Australia’s pre-eminent sporting bodies and is a world leader in developing and administering the game.

It is the peak cricket body in Australia and is responsible for the marketing, administration and commercial operations of interstate and international cricket in the country. Its members are the six state cricket associations who administer the game within each of their states.

Independent research has identified cricket as Australia’s most popular team sport while television ratings also see the game rated as Australia’s most popular sport by viewers.

The organisation comprises 45 staff spilt into six departments: Commercial Operations; Cricket Operations; Finance and Administration, Game Development, Legal Services and Public Affairs.

EXECUTIVE SUMMARY

The increasing public liability premiums as well as the increasing levels of public liability insurance required by local councils are causing significant hardship to Australian cricket.

Through no fault of its own, a sport that is well administered is seeing large increases in costs that threaten the viability of clubs at the local level.

The increases in costs and administration also threaten to place even more workload and stress on to a diminishing volunteer base that is the lifeblood of the game, forcing them out of the sport and placing an ever increasing burden on fewer people.

Reform is needed not only within the sport to ensure that the most effective and efficient risk management practices are adopted but also within the legal profession and the legislative response to address some of the root causes of the problem.

ANALYSIS 

Cricket at all levels is being subject to significant premium 

increases that threaten the ability of grassroots organisations 

to deliver the social and community benefits associated with 

community cricket.

Australian cricket has been subject to significant premium increases couple with significant increases in the amount of cover facilities managers are demanding the sport have.

The game has seen projected increases of up to 10 times the previous premium levels in Victoria while other states have been subject to increases of 40 – 60 per cent. 

Of even greater concern for cricket is the fact that this is not the end of the premium rises. Most Associations took out cover prior to the collapse of HIH and September 11. With renewals now approaching, brokers are advising some states to expect increases of over 100 per cent in their premiums.

Clearly, this level of increase has a dramatic impact on cricket. Like most sports, it is run on a not for profit basis and any increase in cost directly impacts the capacity of the sport to invest in the game and deliver the strong social and health benefits associated with playing sport.

Allied with this issue at the grassroots level is the impact on the viability of cricket clubs within the community. Local sporting clubs run on extraordinarily tight budgets and the incredible rise in insurance costs will threaten the on-going viability of clubs or push them into the position of not taking out insurance and running the risk.

That cricket is a well structured and administered sport that is 

a low risk sport in terms of public liability insurance.

Australian cricket enjoys clearly articulated pathways from the local parks to the MCG with the sport having a clearly identifiable administrative structure and this allows the sport to develop appropriate policies and procedures to manage risk. 

In addition we have seen already many states introduce specific policies and moved to pooled insurance in order to minimise premium rises while most states use insurance brokers to assist in dealing with the complexities of obtaining insurance.

Cricket is also a low risk sport with claims history that demonstrates that the sport is not a major user of public liability insurance.

Insurers do not seem to have taken account of these characteristics in setting premiums.

That the associated attempt by professional facilities managers, 

such as local councils, to shift their risk to volunteer organisations 

such as cricket clubs is a significant threat to club viability 

An additional impact of the increase in premiums in Victoria is seeing other organisations seeking to move their risk onto cricket. In the case of Glen Eira council this has seen the council seeking to be jointly named on the clubs policy with the potential to increase premiums from $250 to $3000 per annum.

If successful, such a move creates a significant public policy issue as it threatens the viability of cricket clubs and jeopardises the benefits they deliver.

This trend is starting to be seen with other council within Victoria and is now emerging in other States with the Western Australian Cricket Association indicating that this is now becoming an issue in its dealings with local councils.

That to view this matter and any solution only in terms of the 

insurance issue is simplistic and will fail.
In reality, cricket like all sports in Australia exists on the willingness of an army of exceptionally committed and generous volunteers to administer and run the sport. 

In recent years, the work of these volunteers has been ever increasing, more demanding in terms of time and skills and ever more complicated by a raft of changes. As a result of this increased workload we have seen:

· volunteers leaving cricket clubs and unwilling to return;

· a reduction in the preparedness of people to volunteer; and

· a high turnover in those who volunteer because of the increased demands placed on fewer people. 

In framing a solution then, simply arriving at a conclusion that the answer is to place an even greater workload on the volunteer network either through detailed risk management programs or similar schemes is overly simplistic.

It would fail to recognise the essential role that volunteers play in ensuring sporting organisations are able to maintain their role in building social cohesion and providing tangible community benefits and extraordinary time pressures these people are now confronting in order to keep their clubs alive.

Sports must clearly recognise and address the risks associated with their sports and do all that is practicable to deal with them but simply loading up a system that is close to breaking point will only lead to a collapse of the system.

The increases in premiums appear related to a number of

related factors.

The rise in premiums appears to be related to a number of related factors:

1. Some sports not recognising and managing their risk effectively;

2. A rise in the number of lawyers seeking to pursue claims under the guise of plaintiff rights when the reality is the claim is designed only to extract some payment;

3. The trend by insurance companies to settle out of court rather than fight frivolous claims leading to a increased willingness of people to pursue an action in order to settle a claim;

4. Legislative gaps allowing exploitation of the system;

It is fair to say that Australian Cricket believes that these reasons are outside its direct control.

The sport has been well administered yet has been subject to large increases in costs.

SOLUTIONS

Any attempt to tackle this issue must be multi-faceted. The problem is complex and simple solutions are unlikely to provide the comprehensive overhaul necessary to address the problem.

The ACB sees reforms need in three key areas:

SPORTS RISK MANAGEMENT PRACTICE

Each sport must ensure that it is doing everything possible to identify, quantify and manage its own risk. This would include effective risk management procedures, informed decisions on the benefits of self-insurance; informed decisions on the benefits of intra and inter sport pooling arrangements and working with brokers and insurance providers to develop the most appropriate systems and get the most competitive quotes.

LEGAL PROFESSION REFORM

There is absolutely no doubt that two practices by the legal profession have contributed greatly to the rise in insurance costs. Specifically the practice or “no win/no fee” legal representation and the associated practice of plaintiff lawyers touting for business through advertising campaigns designed to encourage people to sue.

No doubt the legal profession will argue that the numbers of claims moving to court has diminished and statistically this might be accurate but these practices are primarily responsible for the large increases in cases not proceeding to trial as insurers take the prudent commercial decision and settle out of court.

At the same time, court decisions have awarded enormous damages claims to individuals without necessarily taking into account the consequences of these payouts on organisations that provide enormous community benefits such as sporting organisations.

LEGISLATIVE REFORM

There are in place around the world and within Australia a variety of alternative systems to deal with insurance claims and risk. We see in Australia a “no fault” scheme in operation for car accidents and this is a model that deserves careful consideration for the sports arena.

At the same time, legislation protecting individual volunteers such as that introduced into South Australia provides an important protection for the grassroots administrators that keep the game alive and should be investigated on a national basis.

SUMMARY

Cricket, like most other sports, exists to encourage people to take up, play and ultimately love a game that provides an exceptional range of community benefits. These benefits include;

· the individual health benefits of playing an active and well organised sport;

· the social benefits or providing a positive and constructive outlet for large groups of children and adults to interact; and 

· the community benefits of promoting and encouraging social cohesion and understanding between individuals and groups within the community.

On this basis, the provision of a well developed and effective sports system is an important public policy issue for our elected officials.

Unfortunately, in cricket’s case, this system is coming under threat. The game is built on a large scale, volunteer based model and large increases in insurance premiums as a result of circumstances outside the sports control are putting this system in jeopardy. 

It requires not only the sport to ensure that it is operating efficiently but also those who develop and control Australia’s public policy programs to identify and address the inefficiencies in the system.
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