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Purpose of your paper: A practical examination of the challenges and benefits of risk based 

approaches to regulation of personal injury insurance. 

 

Synopsis: The purpose of this presentation is: 

 Outline the challenges of regulation generally, and specifically in the insurance sector. 

 Assess the emergence and applicability of risk based approaches to regulation. 

 Consider the importance of instrumental choices in achieving a risk based approach. 

 Provide an overview of the MAA’s journey in positioning itself as an effective supervisor of the 

NSW CTP scheme. 

 

Regulation of the personal injury sector is not without its challenges.  A particular focus of modern 

regulators of personal insurance is the shift towards risk-based and principles-based approaches to 

regulation. 

 

Risk based regulation should not be confused with light touch regulation.  Risk based regulation 

involves assessing risks, and determining the appropriate regulatory response from across the range 

of tools available to a regulator.  A risk based approach necessarily steers the regulator away from 

simply ensuring compliance with rules, towards interventions that are designed to reduce harm or 

promote the achievement of public outcomes. 

 

In the insurance sector, regulators can afford to adopt a more supervisory approach to regulation of 

insurers.  This is because the sector is relatively small (the players are all personally known by the 

regulator) and the players are generally professional, large organisations (private or public).  Unlike 

some other sectors of Government, this allows for a more tailored approach to regulation and the 

ability of the regulator to engage in meaningful dialogue about what needs to be achieved with the 

organisations being regulated.  In this sense, the model can be seen as a form of coproduction, 

rather than the more traditional regulatory notion of gamekeeper/poacher. 

 

However inherently there is some level of conflict between the regulator’s objectives to deliver public 

value and the insurer’s commercial objectives.  A risk based approach is about trying to achieve the 

right balance to permit insurers to pursue commercial objectives to the overall benefit of public 

outcomes.  A successful risk based approach to regulation should involve the regulator playing to its 

strength of setting outcomes and a performance-oriented review framework, while allowing insurers 

to play to their strengths in underwriting, distribution and claims management.   

 

A particular challenge is that in a risk based framework, insurers are more directly accountable for 

how their performance delivers public outcomes, while the onus shifts on the regulator to take a 

stronger stance or position on issues, and be clearer about what behaviours or approaches are 

required (or are contradictory) to the delivery of public value. 

 

 

 



   

 
 

A further challenge is that the achievement of scheme outcomes does not solely rely on the nexus 

between insurers and the regulator.  The regulator may be held to account for the performance of 

the entire system.  This includes the performance and behaviours of other service providers, such as 

medical professionals or legal professionals.  It involves other regulators, such as APRA, or, in the case 

of CTP insurance, the vehicle registration authority.  It involves the behaviours of drivers (in CTP) and 

employers (in Workers Compensation), and has important connections to injury prevention strategies. 

Hence a risk based approach necessarily needs to look at the entire ‘value chain’ to enable 

regulatory responses that are appropriate and targeted. 

 

It is this outcomes-based, ‘whole of system’ aspect of regulation that sets personal injury insurance 

regulation apart from some other types of government regulatory activities which are more focused 

on compliance, or are more focused on a particular aspect of performance. 

 

The presentation will focus on the case study of the repositioning of the regulation of the NSW CTP 

scheme, in which the Motor Accidents Authority’s regulatory approach has shifted towards a focus 

on outcomes and a move away from rule based and enforcement oriented regulatory frameworks.  

This has involved a comprehensive review of regulatory instruments, high levels of engagement with 

the insurance sector and other regulated sectors, and the implementation of new requirements on 

the work of the regulator. 

 

While the new approach is still in development, reflections on the journey so far, the lessons learnt 

and the way forward will be covered in the presentation 

 

 

 


