TEN-POINT COMPLIANCE PLAN

By Sandy Halley






The Job Specifications

· get out of the red and into the black within 2 years

· get rid of the $2.2 billion unfunded liability

· makes sure it never happens again

· make NSW premiums competitive with other States* -reduce average premiums by 1.75 percentage points in 2 years - reducing average premiums from the current 3.3% to 1.55%. 

· do not decrease benefits 

· do not increase premiums

· satisfy all stakeholders.

The Strategy

Financially viable workers compensation systems can and do offer fair, income replacing benefits. (Comcare, Seafarers, Defence, Coal schemes are all in surplus and all provide income replacing benefits for at least 33% less than their respective industry tariifs in any Managed Fund or privately underwritten scheme in Australia.) 

The NSW workers compensation scheme can be brought into the black and kept there by improving the way in which it is managed in several key areas. There is no need to reduce benefits or to increase premiums to make the NSW system solvent.   This can be achieved by applying the following principles:

· Universal compliance with fully funded performance based premiums that actively, comprehensively and universally encourage safety and rehabilitation  

· Active co-operation of employers and employees in each industry in strategy and operations with direct, mutual repsonsibility for return-to-work especially for long term claims

· Time is money

· fast determinations and early intervention save money - eradicate the traditional adversarial, delaying, expensive culture of insurance companies

· fully integrated claims management saves time, confusion and money

· fair and binding determinations reduce litigation and costs
· Fair benefits replace income foregone

· Fair compensation for pain and suffering

· Administrative efficiency and proper governance of regulation.  

The Solution

10 Point Plan over 2 Years (see detailed plans on attached table)

1.
Achieve compliance in premium payments
saves .3 average premium rate

2.
Increase efficiency of claims management
   "       .45             " 

3.
Resolve long term claims removes 

    "      .3               "


   and removes unfunded liability in 2 years

4.
Improve appeals



    "      .25             "

5.
Agreed medical opinion


    "      .05

"

6.
Reduce administration and regulation
    "      .1
"

7.
Promote industry self insurance

    "      .3
"

8.
Build industry injury management

    retains low average premium over long term  

9.
Develop industry-specific claims management

"    


10.
Fully fund





"

*
States with Managed Funds - Queensland 1.75%, Victoria 2.2%, South Australia 2.9%

States with Private Underwriting - Western Australia 3.0% (+  $93m HIH unfunded liability), ACT 5%, NT and Tas figures are commercial-in-confidence and unavailable.

Commonwealth Industry Self Insurance 1% 


Dollar Costings on 10 Point Plan

1.
Compliance in premium payments
saves .3 average premium rate
$300 million a year

2.
Claims management efficiencies
   "       .45             " 

$450        "

3.
Long term claims resolution
    "      .3               "

$300
 "

4.
Improve appeals/legal

    "      .25             "

$250

5.
Medical opinion


    "      .05
"

$50

6.
Administration and regulation
    "      .1
"


$10

7.
Promote industry self insurance
    "      .3
"


$300

8.
Build industry injury management

    retains low average premium over long term  

9.
Develop industry-specific claims management

"    


10.
Fully fund





"

10 Golden Rules of Workers Compensation

1.
Full funding

2.
Performance based premiums

3.
Compliance in Premium Payments

4.
Income Replacing Benefits

5.
Fast  Determinations

6.
Fair Determinations

7.
Integrated Claims Management

8.
Early Intervention 

9.
Fast and Sustained Return-to Work

10.
Employer and Employee 'ownership'

The Solution - 10 Point Plan 


Objective






Action







Result

1. Achieve compliance in premium payments 

Make payments monthly for named workers




Reduce average premium rate by .3 percentage points 








Live, on site audits







within 1 year










Prosecute directors of non-complying/fraudulent companies


2.    Increase efficiency of claims management

Place strict performance measures on claims management









Reduce claims determination time limit








Penalise claims manager for late/wrong determination








Enforce early intervention and re-employment standards








Pay claims management fees according to performance, not volume






      

Make claims management licenses conditional upon performance 


Reduce average premium rate by .45 percentage points 








Open competition in claims management to 3rd party managers


within 1 year




3.   Resolve long term claims



Empower Industry Reference Groups to place workers with long term
injuries (>1year).
Eradicate unfunded liability within 2 years









Identify new long term claims early, upgrade claims, case and injury management 
Reduce average premium rate by .3% on ongoing basis


4.    Increase efficiency and effectiveness of appeals
Require appellants to bring all information to first appeal



Cut common law and legal costs by 66%, thereby 
  





Impose fines on vexatious appellants





reducing average premium rates by .25 percentage pts






Penalise claims managers for delays in resolution











Appoint Commissioners to Compensation Court, judges only the most difficult cases









5.   Reduce costs of conflicting medical opinion

Select agreed panel of medical experts
 




Reduce average premium rate by .05 percentage points 








Impose fines on vexatious appeals on medical opinion so given


within 1 year


6.   Reduce administration costs, upgrade management
Increase efficiency of Workcover to reduce cost ratios to industry standards 

10% efficiency dividend in first year



       and governance performance
Restrict WorkCover role to regulation; portfolio Dept oversees legislation

Reduce average premium rate by .1 percentage points 




and formally communicates with Government. Board directs strategy. 

















7.   Encourage industry self-insurance


achieve industry 'ownership' of safety, compliance, fast and fair claims

(Some savings included above. Allow 10% net savings for






management, return-to-work






(self- insurance efficiencies.) Reduce APR by .3 perc pts 


8.   Build industry injury management


Build industry-specific injury management services to achieve 90% return- to- work
Retain low average premium rates over long term


9.   Develop industry - specific claims management
Tailor early intervention, case management and re-employment for each industry 
Retain low average premium rates over long term 


10. Fully fund




Remove capacity for parliamentary arm of Government to fix premiums 

prevent unfunded liability from ever recurring


