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This presentation has been prepared for the Actuaries Institute 2015
Injury Schemes Seminar.
The Institute Council wishes it to be understood that opinions put forward
herein are not necessarily those of the Institute and the Council is not
responsible for those opinions.
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“This redistribution of wealth is much
harder than | first imagined”
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“The purpose of any incentive system is to
change the behaviour of the agent, in a
way that improves the social & financial

performance of the scheme”
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CLAIMS
STRATEGIES INDUSTRY AGENT
AGENT CAPABILITY INCENTIVES
REMUNERATION
AGENT PERFORMANCE
PERFORMANCE ENGAGEMENT cOMPETITION
MONITORING
PERFORMANCE

RELATIONSHIP

CONTRACTTERMS  MANAGEMENT  MANAGEMENT
S
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1. Basic incentive only models CTF(NT)
MAC (SA)
2. Enhanced incentive model + WorkCover (NSW)
3. The semi franchise model WorkSafe (Vic)

4. The franchise model

RTW SA
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Incentive effect is S times faith

Set and forget is dead - the need for systems to evolve

Sometimes the wrong measure is the right measure
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I'm gamed - unexpected behavioural change

Beware the black box

Why not just pay them for what you want them to do ?
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LIABILITY Shares results, good for investment i beiier, balanced
SHARE Relevancy at coal face ?, weak cause & effect,
excludes social goals

TARGETED Flexible, some link with valuation, better
OUTCOMES cquse/effect, social objectives
Complex, balance risk, sophisticated monitoring

AUDITS (S) Too process focused, weak actuarial link, subjective
AUDITS (Q) Useful to drive implementation of targeted strategies

%
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WorkSafe (Vic) WorkSafe (Vic) RTW SA
Turnaround Maintain Turnaround

,
TARGETED [/ \\ %k k% sk kK
OUTCOMES | \‘
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I ‘I Broad but flexible design as
LIABILITY SH ARE: Aok : uncertain where the levers were
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AUDITS Vikk 1 Tqrge’red scheme wide strategies
. / initially moved scheme trends

K — behOVIOUFO/ Welgh g (not $ maximums) 11
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TARGETED 1% % \ 5% 5k K K o kK
OuTCOMES \
SEECEE

Then improving actuarial results gave
agents confidence & reason to invest

LIABILITY SHARE
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WorkSafe (Vic) WorkSafe (Vic) RTW SA

Turnaround Maintain Turnaround
TARGETED seslesksk
OUTCOMES

*k%
LIABILITY SHARE

AUDITS FAAdAd % Kk

Overtime targeted outcomes (RTW, Service,
continuance rates etc) became more important
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Cut to the chase focused on what
LIABILITY SHARE fhey needed the agenistodo A\ |
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AUDITS EX T XY * Hokk
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TARGETED K& R EE dekkk

OUTCOMES

LIABILITY SHARE Audits & outcomes targeted more
to support key strategies

AUDITS ok ske s * k¥

% = behavioural weighting ot s maximums) 14
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CAPABILITY OF THE OUTSOURCER  WHAT ARE YOU TRYING TO
ACHIEVE ?

YOU CAN'T MANAGE WHAT

?
YOU CAN'T MEASURE HOW QUICKLY ?

HOW MUCH ARE YOU
CAPABILITY OF THE AGENTS ? PREPARED TO PAY ?

WHAT CAN YOU NEGOTIATE ?
17
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There are principles you can apply
There is emerging better practice
You can learn from others

“But in the end the answer
contingent it always is”
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