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AN INVESTMENT APPROACH TO REDUCING LONG TERM COST – LESSONS FROM WELFARE 

Hugh Miller 

 

Keywords: Accident compensation, CTP, welfare, valuation, lifetime cost, return on investment 

 

Purpose of your paper: Discusses the welfare reforms in New Zealand and their relevance to injury 

schemes.  

 

Synopsis: Injury schemes bear many similarities to government welfare systems; benefit recipients are 

often long term, with future cost spread over many years and significant heterogeneity amongst 

recipients. Further, targeted initiatives to help recipients typically have a relatively high upfront cost 

with savings spread over future years. Recognising this link, since 2011 the New Zealand government 

has adopted an ‘investment approach’ to welfare incorporating annual actuarial valuations as a 

core part of the framework. In many ways this represents best practice for managing long term 

benefit schemes: 

 

 There is tight integration between top level valuation, recipient segments and tactical 

initiatives. This integration is achieved by modelling at an individual level, recognizing the 

various drivers that cause people to remain in or exit the system. 

 The development of key recipient segments allows visibility of how lifetime benefit cost varies, 

and which groups require most attention. 

 Reforms and initiatives are carefully tested and measured, with lifetime benefit cost the 

common metric for assessment. By measuring lifetime impact the long term savings can be 

effectively compared to upfront costs. 

 There is recognition and attribution of internal and external impacts on the valuation. 

 

This presentation will discuss the New Zealand investment approach and then discuss implications for 

injury schemes. In particular, it will examine how workers’ compensation and other lifetime care 

schemes have the opportunity to: 

 Improve measurement of scheme evolution  

 Create a valuation framework that is more relevant to claim management and scheme 

reform. 
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BALANCING SCHEME REFORMS: A WICKED PROBLEM 

Tony Mobbs 

 

Keywords: Scheme Design, Scheme Reform. 

 

Purpose of your paper: Explore considerations that government should consider as they approach 

scheme design. 

 What are the dimensions of scheme reform? 

 What does each end of the spectrum look like? 

 What are the interdependencies between the dimensions? 

 Is it possible to reform a component of a scheme without disrupting other components? 

 

Synopsis: The desirable outcomes of bodily injury scheme are that they are: just, expeditious, 

equitable, affordable, reliable, meet social expectations etc.  To achieve these objectives, 

governments must consider how each functional component of the scheme may operate 

cooperatively and effectively.  Scheme components include: benefits, claims management, 

rehabilitation, medical, underwriting, legal, dispute resolution, pricing, capital management, 

distribution and regulation, but there are many others. 

 

There are multi-level interactions between these functional components, and successive 

governments have observed that it is near impossible to reform any single aspect of a scheme 

without having unanticipated and often profoundly disadvantageous implications for other 

components of the scheme (a wicked problem). 

 

To simplify analysis, the functions are broadly grouped under the headings: process, benefits and 

price.  Prior to embarking on any reform agenda, the diverse range of options for each dimension 

should be considered.  Of course, the dimensions are highly interdependent, some of which are 

obvious (doubling benefits will likely double risk premiums), however many of the dependencies are 

more subtle. 

 

To achieve effective reform, governments must identify, explore and balance the dependencies 

between the regulatory options for each dimension.  Quantifying the dependencies is difficult, so a 

framework and heuristics for assessing scheme reforms (with a focus on contemporary issues) are 

proposed.  Excluded from the review are issues of solvency which are adequately dealt with in a 

multitude of other forums. 
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IT’S A MARATHON, NOT A SPRINT: MODELLING LIFETIME CARE AND SUPPORT FOR SEVERELY INJURED 

PARTICIPANTS 

John Walsh, Peter Hardy and Stephanie Duong 

 

Keywords: Lifetime care and support, National Injury Insurance Scheme, actuarial valuation method, 

severe injuries 

 

Purpose of your paper: This paper discusses the considerations in performing an actuarial valuation of 

future lifetime care and support costs for severely injured participants, specifically for spinal cord and 

traumatic brain injuries. 

 

Synopsis: The introduction of a National Injury Insurance Scheme (NIIS) in Australia means that many 

actuaries will be asked to perform valuations of future lifetime care and support costs associated 

with severely injured participants within nationally agreed minimum benchmarks of eligibility and 

entitlement. The care and support needs of participants within these schemes are generally lifelong 

and varied. The financial cost can be specific to the injury type, injury severity, time since injury and 

the level of unpaid participant care and support.  

 

This paper discusses a framework for performing an actuarial valuation of lifelong future care and 

support need costs for severely injured scheme participants. We consider: 

a) types of injury covered by a NIIS and a method of injury severity categorisation  

b) key principles underpinning the actuarial valuation of severely injured participants 

c) characteristics of the types of participant support needs and service provision, specifically 

considering the dimensions of injury type, injury severity, age, sex and duration since injury 

d) determination of a suitable mortality basis and level of future mortality improvement 

e) determination of a suitable basis for continuation as participants, both in the short term and 

longer term 

f) measurement of injury severity improvement over time, particularly for traumatic brain injuries 

g) use of appropriate economic assumptions. 

 

We draw on our knowledge and experience in the development of the NSW Lifetime Care and 

Support Scheme (LCSS) valuation models.  In particular, we focus on spinal cord injuries and 

traumatic brain injuries which account for the majority of the participants within the LCSS. 

 

The valuation framework discussed in this paper can be used to provide a holistic actuarial 

monitoring capability for these schemes to allow the early identification of emerging trends within 

the portfolio and to establish a basis for discussion of these trends with the schemes. The valuation 

framework could be further extended as a potential link to a participant outcomes framework. 

 

The framework is easily transferrable to assist in the modelling of support needs and service provision 

for other common injuries and disabilities. We understand that similar approaches are being used to 

determine and monitor the support needs and service provision costs for participants within the 

National Disability Insurance Scheme. 

 



   

 
 

SYNOPSIS 

 
PSYCHOLOGICAL INJURY CLAIM OUTCOMES UNDER DIFFERENT MANAGEMENT APPROACHES 

Rob Cordiner, Andrew McInerney, Peter Worthington-Eyre 

 

Keywords: Psychological injury, mental injury, claims costs, claims management 

 

Purpose of your paper: The paper looks at the cost of psychological injury claims under different 

management approaches. 

 

Synopsis: The South Australian workers compensation scheme has had four noticeably different 

management approaches for psychological injury claims in the last decade, and the outcomes 

achieved for both injured workers and the scheme have varied considerably under each.   

 

Given psychological injury claims tend to have longer durations off work and can pose unique issues 

in their management, ensuring they are effectively managed is an important determinant of scheme 

financial outcomes.  

 

The paper provides an overview of each of the different claims management approaches and the 

outcomes achieved, including a high level quantification of the cost implications of the different 

claim outcomes.  

 

There will be a detailed discussion of the current model and the rationale for various decisions that 

have been made to establish it.  

 

 

 

 

 



   

 
 

SYNOPSIS 

 
THE MAGIC PUDDING – ANOTHER SPOONFUL 

Geoff Atkins, Raj Kanhai 

 

Keywords: Claim management companies (CMC); Fraud; Claim farming; Referral fees; Legal Costs 

 

Purpose of your paper: This paper examines recent developments in UK motor insurance with respect 

to controversial changes in dealing with personal injury claims. Relevant learnings for Australian CTP 

jurisdictions will be discussed, in particular legal costs, referral fees and addressing fraud.  

 

Synopsis: In 2012, Geoff Atkins and Jamie Reid wrote ‘The Magic Pudding – UK Motor Insurance’ 

describing the controversial motor vehicle insurance market in the UK, particularly with respect to 

bodily injury claims. In examining the developments, trends and causative factors, the article also 

explored the UK governmental response, lessons learned and their application to relevant Australian 

CTP jurisdictions. 

 

This paper will update the position in the UK, where more recent reforms have included controlling 

the costs that lawyers can take out by way of ‘no win no fee agreements’ in personal injury cases, as 

well as caps on success fees and costs protection. Since 1 April 2013, there has been a ban on the 

payment and receipt of referral fees in personal injury cases. The UK Ministry of Justice has also 

implemented reform in the area of whiplash injury claims including fixing costs of obtaining medical 

reports. 

 

The paper will examine some of the above key issues with respect to their relevance to Australian 

CTP jurisdictions. Of particular interest will be an overview of recent changes to NSW legal 

practitioner fee regulation which also bans referral fees and aims to promote disclosure and 

transparency of legal costs. More generally, the paper will evaluate some of the regulatory responses 

and scheme design features that can impact lawyer involvement in low severity injury claims. Finally, 

the paper will also look at claims fraud, including ‘claim farming’, which is a key area of focus in the 

UK recently, but also of keen interest for Australian regulators and insurers. The paper will examine 

some of the main strategies that can be employed by regulators and insurers in deterring/preventing 

fraudulent activity as well as looking at best practice methods of detecting and investigating claims 

fraud. 

 

 

 

 

 

 


