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In reply please quote reference number:
Workers' Compensation and C)HS Productivity Commission PO Box 80
Belconnen
ACT 2616
30 January 2004 Dear Commissioners

Re: National Workers' Compensation Occupational Health and Safety Frameworks Inquiry - Interim Report

I refer to the Interim Report.

As previously submitted the SPSF Group of the CPSU, the Community and Public Sector Union ("CPSU") is part of a federally registered union that has broad industrial coverage of State government department/agency and university workers. Membership of the Branches of the Group in each State is coextensive with our "associated bodies", these being State registered unions. We represent more than 100,000 workers in all six States.

The SPSF Group has had input into the Australian Council of Trade Unions ("ACTU") further submission. We endorse it.

There is however an additional issue on which we wish to comment.

The report expresses a preference for "private underwriting". The grounds given for this preference are firstly, risk is accepted by capital markets rather than by taxpayers, secondly, private enterprise has potential for greater efficiency and/or innovation and thirdly, private underwriting allows for transparency in the fixing of premiums (presumably without cross subsidisation or other modification for social purposes).

This is mere assertion.

In respect to "capital risk" we posit that no government would allow a workers' compensation system to go broke. The reality is that ultimately there is no substantial risk in workers' compensation insurance. The spectre of incapacitated workers' denied benefits is such that if, for whatever reason, a private underwriter was at risk of failing, government would intervene to either increase premiums or cut benefits/or access to benefits.
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Secondly, there is no evidence to support the assertion that private underwriting of workers' compensation is more efficient or innovative. Indeed there are strong grounds to support the economy of scale available to a sole public insurer as it avoids duplication of activity and infrastructure that occurs in any competitive environment

Thirdly, the Report ignores the essence of private investment. The basic objective of a private corporation is to return a maximum percentage of investment/turnover (or whatever the yardstick is used) to shareholders. What is sometimes named "profit cost" is a cost to the system of compensating injured workers that is not then available to compensate workers. In any sizeable system, such as that contemplated in the Report, the profit costs run into many millions of dollars. This money is better spent on benefits.

Finally on this point, it is often quite appropriate to have government "influence over premiums". Like public health and other social schemes created by law, government has vital interests in the system including those that involve economic policy. For instance there are strong reasons why there may be some element of "cross subsidisation" in the methodology by which premiums are set.
Yours faithfully
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David Carey Federal Secretary CPSU SPSF Group
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