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Thank you for giving Consumer NZ the opportunity to comment on the discussion paper. 
New Zealand is one of the only developed countries not to have compulsory third party vehicle insurance. Consumer NZ supports a compulsory regime, where the vehicle owners would be required to insure their vehicle before it could be driven on the road. 
Reasons why Consumer NZ supports a compulsory regime:
· 75 percent of vehicle owners (those who are insured) are paying through their premiums for the costs incurred by all vehicle owners. The insurance industry estimates recovering the costs of damage caused to insured vehicles by uninsured motorists range from 6.9 to 11 percent of total motor vehicle insurance costs each year. 

· Compulsory insurance is likely to reduce insurance premiums for individual consumers as the costs of insurance and repairs would be spread across a larger number of motorists. 

· Uninsured motorists are not protected from the costs incurred in an at-fault vehicle crash. These costs can be substantial, imposing long-term financial hardship.

· Owners of property damaged in a vehicle crash, where an uninsured driver is at fault are, not assured of complete and timely compensation. In some cases they will be left out of pocket. 

· If an insured driver’s vehicle is damaged by a non-insured driver, the insured’s insurance company may require them to attend a Disputes Tribunal hearing. This can be time-consuming and may incur loss of wages and travel costs. 

Type of regime

Consumer NZ supports a privately administered regime. In a private regime, market competition should maintain competitive premium prices. Motorists can “shop” around based on price and cover. 

If a state-administered regime was implemented and one insurance company was responsible for all the vehicle insurance polices we would expect this contract be tendered every three years. 

Evidence of insurance

We support a visible sticker being used as evidence of third party insurance. This may assist enforcement. 

Insurance must be valid before a car’s registration is renewed (in the same way that the relationship between a warrant of fitness and registration works). Linking insurance dates with WOF or registration dates may increase compliance. 

Penalties
Penalties for non-compliance must be adequate to provide a deterrent. A $200 fine plus demerit points should be the minimum penalty.  

Education campaign

It is important a compulsory regime is supported by an education campaign to raise awareness of vehicle insurance and the protection that third party insurance provides. Observations from the Citizens Advice Bureau indicate some motorists misunderstand the purpose of third party insurance so education may address this misinformation. 
Any education campaign must have adequate funding and be far-reaching. The insurance industry should be called on to contribute funding to the campaign. Ultimately, they are the winners as a compulsory regime will mean more policies are taken out by consumers. 

Finally, the development and administration costs of a compulsory regime must be kept as low as possible. If the new regime results in increased costs to motorists’ premiums, there is little advantage to consumers. 

Thank you for the opportunity to comment. If you wish to discuss this submission further please do not hesitate to contact me.

Yours sincerely

Belinda Allan 

Research Manager

Consumer NZ
