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1. Introduction





In the brave new world of post Douglas Economic reform, the notion of Community responsibility has become associated with defunct and outmoded ideals of socialism and universal welfare states. It conjures up images of woolly woofter do-gooders who want everyone else to pay for their mistakes.  In the case of accidents, it has become synonymous with encouraging accidents, fudging the individual's responsibility, and expanding the size of the state.





But the concept is neither archaic nor anachronistic. It is a far-sighted and sophisticated notion that makes the injured person the focus. It takes a holistic view of modern living- in which all economic activity is interdependent. It encourages our ability to think in a multidimensional way about the causes of accidents and therefore how they may best be prevented. 





The alternative to community responsibility is user pays or the market model of individual responsibility. In the case of accidents, this approach is mechanistic, simplistic and relies on market signals to do the work of thinking. It places the needs of private insurance companies in the centre not the injured person.  It denies the interrelationship of all economic activity. It precludes an understanding that we eat our bread, in our safe houses, only because the wheat grower, the miller the baker, the truck driver, the bakery shop keeper, the homebuilders, suppliers of electricity, sewerage systems etc are prepared to take risks on our behalf.  It perpetrates the delusion that we are successful and clever solely because of our own efforts and not because we enjoy the fruits of living in a society to which so many have contributed, some, even with their lives.





2. Original meaning and application





The concept of community responsibility, articulated brilliantly in the Woodhouse report � ADDIN ENRfu ��(Royal Commission 1967)�, arose in response to the deficiencies of the individual responsibility approach. The following is a brief overview of the rise and fall of this concept:


Pre- workers compensation. The responsibility for all accidents lay with the individual. The idea was that workers should look out for themselves. A few were lucky enough to successfully claim against their employer under common law


Rise of Bismarck's philosophy. In the late 19th century it became accepted, first in Germany, that the employer had a responsibility for accidents at work regardless of fault.


Workers compensation schemes. The New Zealand Worker Compensation Act of 1900, eventually consolidated in the 1956 Act reflected the theory of occupational risk.  This theory asserts that each industry should bear its own costs. The British politician Lloyd George is credited with saying 'The cost of the product should bear the blood of the working man'. Classes of occupation had differentiated levies- administered by the Workers' Compensation board with penalties for firms with high accident records. [For full history see Campbell, 1996 ]


The Woodhouse report. This report represents the high point of thinking about notion of community responsibility.  The injured person became the focus, with the recognition that the needs of the injured did not change if the accident was at home rather than at work, and that establishing fault could never be an equitable basis for compensation.  For work accidents, Woodhouse accepted that there was an existing tradition of making the employer pay but was unconvinced by the notion of industry-wide responsibility. Differential levies had been abandoned 20 years earlier in the UK along with rewards and penalties for good and bad accident experience. The idea of broad risk pooling there reflected the realisation that there was an interdependence of all industry, and that there were better ways of promoting safety that a cumbersome levy and experience rating process. Woodhouse recommended a flat rate levy to be paid by all employers and the self-employed, a contribution from motor vehicle owners with any additional finance from general taxation.





The Woodhouse report (1967) states of the principle of Community Responsibility:


"This first principle is fundamental. It rests on a double argument. Just as a modern society benefits from productive work of its citizens, so should society accept responsibility for those willing to work but prevented from doing so by physical incapacity. And since we all persist in following community activities which year be year exact a predictable and inevitable price in bodily injury, so should we all share in sustaining those who become the random but statistically necessary victims. The inherent cost of those community purposes should be borne on the basis on equity by the community" p40





Later, it was suggested  in the Commentary on the Woodhouse Report � ADDIN ENRfu ��(Commentary 1969)�, and by the Law Commission � ADDIN ENRfu ��(Law Commission 1988)� that general taxation was the more appropriate basis for matters for community responsibility. 





From the inception of the Act there has been a steady erosion of the fundamental concept of community responsibility and an expansion of private insurance market principles. 





Differential levies. The 1972 Act overruled the Woodhouse recommendation for a flat levy and reconstituted the levy system of the previous legislation into a new set of industry based differentials. This decision can be taken as the thin end of the wedge, allowing the beginning of the undermining of the visionary concept of community responsibility and providing the basis of the extension of insurance principles into the scheme. In many ways the preoccupation with differential levies for industries represents an attempt to pretend that the scheme is not really social insurance at all, but is modelled on the premises of private insurance. 





Proposals for expanding the role of private insurers and self-insurance. The 1991 Report of the Ministerial Working Party on the Accident Compensation Corporation and Incapacity chaired by Bernie Galvin set the scene for the expansion of the private insurance concepts. The working party claimed





	"The major benefits from adopting an insurance approach are that it will result in the reduction or elimination of cross-subsidisation of levy rates between industries and it will result in the costs of injuries sheeted home to those who can influence them."





This report was followed by the 1991 budget document, Accident Compensation: A fairer scheme, which provided the blueprint for the inexorable slide from community responsibility to the market-based insurance approach.





The ARCI Act 1992.  Experience rating was introduced, and opt-out provisions (the Accredited Employer Scheme). Accidents were more tightly defined, long term compensation was made more difficult to receive, and detailed regulations, such as would be required by private insurers delineating the parameters of compensation were promulgated.





1998 Accident Insurance Act.  This Act has extended the 1992 provisions and introduced full funding for all parts of the ACC except the non-earners account. The employers' account has been privatised, with other parts of the ACC prepared in readiness for their eventual privatisation. Nevertheless, there are vestiges of community responsibility remaining: coverage is universal, 24 hours, and the no fault principle remains for compensation.





2000 and beyond. Without a fundamental rethink we are set to reap the whirlwind of the market insurance model and even the vestiges of community responsibility will slowly disappear.





3.  Relevance of the principle of community responsibility today


To quote an unpublished paper by Richard Gaskins in which he reviews the Woodhouse principles " the report actually said something profound and prophetic, creative in its own day, but also useful in future policy development." The idea of community responsibility as expounded in the Woodhouse report is a bit like the idea of social capital. It is an elusive and sophisticated concept that is easily parodied.  Its lack of advocacy today reflects that as a nation we have been indoctrinated to become deeply suspicious of state collective activity of all kinds. 





The particular failures of the old ACC were not a refutation of the principle of community responsibility. Rather it is an indication that we never took the concept seriously enough.  


As Gaskins has said:


  "this term is frequently dismissed as idle rhetoric, and it risks becoming almost meaningless by casual repetition in New Zealand debates. …..it has always offered the key to unlocking the Woodhouse legacy. Above all it warns against one of the tragic failures of the New Zealand ACC in practice: the failure to address accident prevention in a comprehensive fashion."





Community responsibility for accidents has two aspects that make it different from individual responsibility. It allows for the pursuit of non-market social goals, and it recognises interdependence. To understand this it is first necessary to review the characteristics of successful private insurance arrangements.





In theory, Private insurance for accidents involves sharing of losses among individuals by pooling premiums priced to reflect any variations in individual risk. In a modern world insurance companies must be profitable. If they are forbidden to discriminate and charge higher risk people higher premiums, either they devise hidden ways to exclude or the good risks will leave. The bad risks left behind, ensure that premiums will be even higher in the future, and even less attractive for the good risks. So ability to discriminate among risk is vital.  A current example is that of the employer of a blind worker who was quoted much higher premiums in the latest round. Its no good throwing up our hands over this- that is the way private insurance has to function. There will be many more examples.





The theory is that the good risks should not subsidise the bad—otherwise the high risk activities will be encouraged. Lying behind this view is the notion, that 'sheeting' home the full costs of an accident will make the perpetrator more safety conscious; accident rates will fall and claims expenses will be reduced. 





The premise of full cost allocation for accident financing has proved to be a chimera: It requires:





accurate levy setting within each class;


no cross subsidisation;


Clear delineation of what losses are insured and what are not.


a workable system of rebates and penalties ;


the employer and employees must be able to influence the accident rate;


independence of  each economic activity; 


belief that risky activities should be discouraged;


firms and individuals can to afford to buy insurance





The notion of 'community' responsibility on the other hand, challenges each of these conditions.


Accurate levies are only a theoretical ideal. The practicalities of ACC are that it has not been possible from the inception of the scheme to set accurate levies. Apart from other issues, the inability to decide the degree to which the scheme should be funded has seen levies change for many industries in a most destabilising way. Among the multitude of other reasons is that the dollar claims history of the industry group not the accident experience is the basis of the class levy. Also, firms within an industry are often quite dissimilar with different employee makeup. Vertical integration of firms comprising several industries points to the interdependence of activity and the difficulty of isolating particular accident groupings.  Not to be forgotten is the difficulty of establishing the boundaries of responsibility, especially in a no-fault system. Thus a tour bus that goes off the road and kills all the passengers while the driver escapes without harm does not have the costs of those deaths recorded against is claims history.





In a social insurance scheme based on Community responsibility, cross subsidisation of premiums not only should occur but that this is in fact deemed desirable. It is not just that cross-subsidisation cannot be eliminated without excessive compliance costs, but that one person's job depends on other people's jobs. A fish broker who sits in front of the safe computer depends on the risky business of fishing for his survival.  Cross subsidisation can also recognise the social value in each person being protected on the same basis regardless of previous accidents, other part-time jobs, or disability or ethnicity. 





Unlike private insurance where the events to be insured against and the potential size of the losses must be measurable and delineated clearly, social insurance has the potential to allow new, and maybe unpredictable work disabilities such as OOS to be included. 





A workable system of rebates and penalties cannot apply for either individuals or small employers. In New Zealand there are few industries with enough large homogenous firms with sufficient data to justify experience rating. It is unproven that experience rating has anything to do with safety. � ADDIN ENRfu ��(Campbell 1996)�. Much more than one year's experience is needed to make the judgement and the new rating may be inappropriate by the time it is given. In an ironic twist in 1980, Air New Zealand in 1980 was given a reward or bonus for being a low risk employer just after the worst air crash disaster in Antarctic in New Zealand's history. 


 


Private insurance companies may end up making crude adjustments to levies and destroying many fledgling firms who have been just unlucky.





In many accidents neither the employer nor the employee can influence the outcome. If employers influence the claims experience, as they are encouraged to do in a private insurance model it may be to the detriment of the injured worker.  In those cases where there is culpability, direct prosecutions, and site inspections are likely to be more fruitful ways to go. Case management as emerging under the old ACC was proving an effective way to minimise the cost of claims while still focusing on the needs of the injured worker.





Independence of each economic activity is an unreality. The air crash in the Invercargill/Bluff region currently under investigation has uncovered multiple reasons for the deaths of 5 of the passengers- all involving other economic units such as the rescue service. 





The idea of community responsibility challenges the notion that risky activities should always be discouraged. We need people to go down sewers, fly small planes, zip down rivers on rafts etc. We need to share the costs and all take responsibility for the safety of these ventures. Rugby is the national sport. We all benefit from the relatively harmless release of aggression of young men playing sport. Would we really want to discourage it by charging young men the appropriate premiums? Community responsibility requires us to investigate a broad range of other more effective ways of improving safety on the sport field





New firms and low-income high-risk individuals are often not able to afford insurance.  There is in some sense a notion of social justice that entitles them to cover and protection as part of the human race. In terms of what we are witnessing in the current round of premium setting, high-risk employees may be excluded from having income from employment at all. Struggling small firms may disappear.





4. The concept of community responsibility and the future reform of ACC 





The notion of the interdependence of economic activity is possibly even more relevant in a modern world than it was in the times of the Woodhouse report.  No man is an island. The job of being a university economist today involves a lot of travel. Suppose the plane I come down to Wellington on today crashes. I am doing my job but it's not a work accident.  If the whole variety of risks involved with my job are not taken into account how can a sensible levy be set? If travel accidents are counted against my employer- how could it possibly be true that s/he could influence the accident in any way except by banning me from travel?  We need to articulate and expose many other such examples.





The ACC scheme was devised to address the 'fragmented and capricious response to a social problem' � ADDIN ENRfu ��(Woodhouse Report 1967)� p 19. The Accident Insurance Act 1998 takes us back to recreating all the old problems � ADDIN ENRfu ��(Campbell 1996)�. There is little public understanding, especially among the young as to why we had ACC, what was good about it and why the reforms may not be the answer. A new vision must be articulated and communicated.





Community responsibility cannot be achieved by imposing social objectives on private insurance. The AIA attempts to do that by requiring universal coverage, 24-hour cover and the principle of no fault. The tussle between the needs of private insurance and socially imposed conditions on insurance contracts will doubtless see the former gain ascendancy.
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