Insurance Services in the Public Sector

Buying Solutions and Firebuy are currently developing a category strategy for insurance services and products for the public sector by adopting a full category management approach and to establish a better understanding of the cost of insurance to the public sector. There is a need to undertake further research with local government organisations. This research will help to shape the solutions which can be developed to support the public sector’s requirement for commercial insurance products and services in the future and ultimately support more appropriate risk management within the public sector.

We would appreciate it if you could spend 10 minutes on filling in our short questionnaire and returning it to David (contact details below).  All information returned will be treated as commercial in confidence. 

There are a number of interesting factors and drivers associated with the provision of commercial insurance products and services to public sector organisations and these combined with the current focus on public sector spending potentially provide an opportunity for a change in the approach and solutions used across the public sector.

The insurance industry plays a key part in the economy of the UK through its investment activities and the business is attracts to the UK. In its simplest form commercial insurance is the product/service which results from an organisation transferring its risk to another organisation in exchange for payment.  Public sector organisations must also manage risks and the risk management approach may include commercial insurance products or the organisation may decide to cover some or all of the risks with “self-insurance” (this is where a calculated amount of money is set aside to compensate for the potential future loss). Guidance is available on when commercial insurance should be considered in the publication Managing Public Money (www.hm-treasury.gov.uk/psr_mpm_index.htm).

There are no definitive figures available in the public domain to indicate the cost of insuring risks in the public sector either through commercial products or self insurance or the amount of money spent within the public sector on commercial products. Early research has indicated the following:

· Spend on commercial products probably exceeds £1bn per annum 

· Spend is highly fragmented (in excess of 100 OJEUs per annum and an undefined number of sub OJEU limit spend) and utilises only a very small number of suppliers from a large supply base

· It is estimated that one supplier has conservatively 60% by volume on the public sector requirement. 

· A procurement landscape such as this will normally benefit from extensive aggregation of the requirements

There has been a recent change in legislation which will now allow the public sector to consider the use of other risk transfer vehicles which are used in the private sector namely mutuals and captives. A working group led by CLG and supported by Treasury is currently developing guidance for local authorities who might want to consider this as an option and it is envisaged that this guidance will be available before the end of the fiscal year. The use of alternative risk transfer vehicles is not an easy option and requires a feasibility study and expert support in its management. There are a limited number of suppliers who can provide such a service and the cost of this service will necessitate an OJEU procurement.

Linked to the concept of the use of mutuals and captives within the public sector is the parliamentary interest in the  resurgence in the UK co-operative movement, which now contributes £30 billion a year to the country's economy and employs over 200,000 people. There is a view that co-operative and mutual solutions will play a significant and growing part in an innovative, sustainable and competitive UK economy and this may focus a greater level of attention of the use of mutuals within the public sector. This attention may be increased with the Foot Review which gave a positive outlook on the domiciling of off shore financial products in the Isle of Man

Should you have any queries on the questionnaire please speak to one of the project members:

David Pyle – Buying Solutions

David.pyle@buyingsolutions.gsi.gov.uk
0151 672 2164 / 07767 440 960, or

Clare Tunnicliffe – Buying Solutions

clare.tunnicliffe@buyingsolutions.gsi.gov.uk
07876577119

Questionnaire 

Which services (schools, sheltered accommodation, housing associations etc) place their insurance requirements with you?

[Please insert your reply here]
Please specify your route to market (direct to insurer or via a broker) for insurance? 

[Please insert your reply here]
How often do you go to market for your insurance requirements?  Please indicate if you have long term agreement (LTA), who the LTA is with and the period.

[Please insert your reply here]
What additional insurance services do you procure from your brokers / insurer for example claims handling, risk management?

[Please insert your reply here]
Does your department have a dedicated insurance/risk management person, one that constantly evaluates risk? If no permanent staff, is this responsibility bought in and from whom?

[Please insert your reply here]

How are insurance claims administered (in-house or via a third party)?  If, via a third party please specify?

[Please insert your reply here]

What areas/categories do you insure?  Please include the annual premium spend, your excess level and the insurer.

[Please insert your reply here]

What were the total number and value of claims in the last financial year? 
[Please insert your reply here]
Do you have an appetite to join with neighbouring organisations to pool your demand and approach the insurance market as a group?

 [Please insert your reply here]

Responders details:

Name:

Position:

Organisation:

Tel:

E-mail:
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