STRATEGIES FOR DEVELOPING A PRO-ACTIVE INSURANE POLICY

FOR OUTDOORS WA

The precept of this policy is that public liability insurance should always be affordable and offer protection for both businesses and customers.

To help deal with the rising costs of insurance premiums and ensure we maintain that level of protection we recommend the government adopt the following strategies:

1. Provide statutory protection for landholders,

2. Cap liability and common law payouts.

3. Develop a similar no blame system to the model used in New Zealand whereby:

· everybody pays into a central insurance pool that is administered by the government

· everyone is covered at all times for all instances irrespective of what they are doing

· people’s evacuation, medical expenses, a percentage of lost income and a schedule of payouts for injury and loss are covered by the scheme.

4. Liability Insurance premiums policies are capped to be no greater than 5-6% of a businesses turnover.

5. While Public Liability Insurance remains compulsory the government must ensure that there are a number of insurance underwriters available to obtain that cover at an affordable price. 

1).
AMERICAN MODEL

This requirement asks that if people enter onto someone’s land or participate in activities with inherent risks that they take responsibility for their actions. This would help balance the responsibility between the landholder and guest. It offers protection for all types of landholders, businesses and government agencies that would otherwise have to consider closing their doors to visitors and recreational users from fear of an increasing litigation mentality. This policy was written into legislation in America to combat an increasingly litigious society, whereby people who were in someone else’s home, intent on burglary, could hurt themselves then sue the owners. The onus has become increasingly on the landholder to do everything possible to protect visitors from injury, whether they were invited or not. 

2) CANADIAN MODEL

At the moment liability payouts are being driven by plaintiff lawyers who have a vested interest in getting as much compensation as possible in return for a large percentage based payment. The amount of compensation has no limits and lawyers are arguing for ever increasing pieces of an endless pie. Legal precedents are being set that help make future litigation easier. People are settling out of court even if they are not guilty, to avoid lengthy legal battles and bad publicity. While many claims are legitimate and deserve to be fairly compensated, other people exaggerate their injuries. This has a detrimental affect on all of society. Insurance premiums are increasing dramatically. Local sporting and community events are being cancelled. People are taking less responsibility for their actions and are on the look out for someone to blame if there is ever an accident; usually the person with the biggest pool of insurance. Capping insurance will make liability policies more affordable while maintaining an adequate level of protection for everyone.

3) NEW ZEALAND MODEL


More information about this model can be found on their website : www.acc.org.nz.

While no system is perfect, this model offers protection to everyone, for all injuries and accidents, no matter when, where or how they were sustained. Compensation is paid immediately from the time of the incident and continues for the duration of the disability. Premiums payments are made into a central pool that is administered by the government with payments and a schedule of payouts for permanent loss or injury determined by an independent panel. There is no vested interest, and as a result of good management, premium payments have been reduced by up to 26% in the past ten years. Approximately 86c in each $100 received is paid into the scheme for the cover. That is less than 1% compared to some of our operators paying between 10 – 18% of their turnover.

4) Some people in our industry have experienced increases in premiums of between 200% - 700%, even when they have never had a previous claim. Some operators are paying between 11.6% & 18.4% of their total turnover in premiums. They have no other option but to pay if they want to stay in business. 4 commercial operators have closed their doors in the past six months as their insurance is no longer affordable. There should be a cap on how much can be charged for insurance to restore industry confidence. A system similar to Workers compensation where a maximum percentage of wages is paid to cover potential claims, would be a better system. (In our industry that is normally around 4-6% of gross salaries. There is no greater risk to staff than there is to participants, so why should there be such a huge discrepancy). 

Across the country average premiums have increased by 54%. While the insurance industry has recognised there is a widening gap between premiums received and potential payouts; it has been suggested that there would only need to be a 40% increase in premiums across the board to restore profitability.

5)
We are currently experiencing a monopoly situation in our industry since HIH has collapsed and SLE Insurance have withdrawn from renewing premiums. Only one underwriter is left insuring our industry in Australia. Premium increases of 400 – 600% are common. It has been explained that premiums are just increasing to a level that they should be at. We feel there is no justification for a 4-6 fold increase in the cost of any goods or services when there is no greater risk or liability than previously. The increases we are experiencing at the moment and the attitude of the underwriter that “we can take it or leave it” is an abuse of monopoly power.

INSURANCE CRISIS CASE STUDIES

FROM WESTERN AUSTRALIA

CASE STUDY 1 – OPERATORS CLOSING DOORS

In the past six months 4 commercial operators throughout W.A. have closed their business as a direct result of dramatic increases in Public Liability Insurance. These businesses include: Greg Miller – Adventure Plus, Nick Pearson – Adventure Craft Enterprises, Gerald Stern – Roping Adventures and Boranup Eco-Tours. Six of the remaining 15 operators have suggested they will need to find a solution to this crisis within the next twelve months or they are considering closing their doors.

CASE STUDY 2- WILDERNESS PLAYGROUNDS

Andrew Lee, Manager of Wilderness Playgrounds reports -

For the past five years our policy has been between $2500 - $3000. This year’s renewal was for $9400 with no claims ever made. That represented a 423% increase on the previous year’s underwriters quote and 11.6% of our turnover. The most dramatic impact on my business would be: that the extra amount doesn't come off the gross turnover, it comes out of the $30,000 we would normally pay ourselves. That's $6,400 less to support my family. It makes you ask whether it is worth continuing. I have put too much time, effort and love into my business to just close it up. I have given myself 12 months to come up with a solution.

CASE STUDY 3 – SHAW HORIZONS

Judy Shaw has renewed her insurance about six months ago. Her policy has gone up from $2500 to $8400. Judy only has a turnover of about $50,000 per year so this policy represents approximately 16.8% of her total turnover.

CASE STUDY 4 – ADVENTURE OUT

Terry Hewett at Adventure Out has been experiencing progressive increases over the past four years. Their premium has increased from $2800, to $4800, to $13800 last year to $17000 this year. As a result Terry has explored other broking options and has found an offshore American company based in the Marshall Islands, who provided a quote of $10,000 for the same cover.

CASE STUDY 5 – DWELLINGUP ADVENTURES

An extract from a recent e-mail from Peter White, Manager, Dwellingup Adventures.

“I too, fear that Dwellingup Adventures will cease to trade in 2 months time. The time of my insurance renewal. I have very conservatively anticipated an increase of 100% and adjusted my prices 3 months ago.  It now seems I should expect a premium of anywhere between $40,000 and $60,000 per year. I have informed my staff to the seriousness of this and we all await with baited breath to see if we have a future in this industry.”

CASE STUDY 6 – DWELLINGUP BUNKHOUSES

I received a distress e-mail from Shane Howson recently requesting information about other possible insurance brokers as he had just been given 14 days notice that his current insurer was not going to renew their policy. Not only are policies becoming unrealistically expensive, some brokers are withdrawing from this area of the market completely, leaving a monopoly in Australia with only one underwriter left. This underwriter in  return is suggesting we can take the increased premiums or leave them; an attitude which is affecting confidence within our whole industry.

