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Chairperson, members of the Oireachtas, 

The SFA represents 8,500 companies with less than 50 employees in all 

sectors and regions of the economy. Some have just one vehicle connected to 

the business, while others are managing large fleets numbering dozens of 

vehicles. Despite these differences, their message is clear – this country is 

facing an insurance costs crisis, one which can no longer be ignored. I 

welcome the attention that this Committee is giving to the issue and hope to 

see strong recommendations emerge, backed by real political will.  

Insurance costs have been increasing for a number of years. Data gathered 

from SFA member companies just last week shows this starting with a modest 

6% average increase from 2012 to 2013, followed by an increase of 9% in 

2014 and 13% in 2015. These increases, coming one on top of the other, were 

already a cause for concern for small businesses.   

In the past year, however, the situation has become significantly worse, with 

motor premiums skyrocketing. Our SFA member survey found that 96% of 

motor premiums have gone up in the last year and that the average rate of 

increase was 35%. The increases cannot even be directly linked to claims on 

the policy, as the average increase among companies with no claims in the last 

five years is just one percentage point lower at 34%. 

This is a serious cause of concern for the small businesses of Ireland. On one 

hand, many operate in low margin environments, making it difficult for them to 

absorb the cost increases. On the other hand, the post-crisis marketplace and 

demand for value makes it impossible for many to pass the increase onto 

customers. This has led to 20% of our survey respondents being forced to 

reduce their number of vehicles, which essentially indicates that they have 

constrained their own operations and their potential for growth. Another 20% 

have reduced their level of cover – leaving their businesses at greater risk in 

the case of accidents.    

There are many parties whose actions impact the insurance landscape, 

including the Government, regulators, the judiciary, the legal profession, the 

insurance industry and individual claimants. They interact directly and indirectly 

to create the rules and expectations that prevail. The environment is complex 

but there are a number of clear actions that could be taken to alleviate the 

current crisis, reduce the pressure on small businesses and create a more 

sustainable motor insurance environment in Ireland. These include the 

following, which are presented in detail below: 

1. Introduce a new Book of Quantum 

2. Move to a ‘care not cash’ approach 

3. Increase competition in the insurance market 

4. Combat fraud 

5. Review the powers of the Injuries Board 



 

In tandem with these actions, businesses must continue their efforts to reduce 

the number of accidents and claims through their health and safety procedures, 

risk management strategy and regular training.  

 

1. The Book of Quantum 

An overhaul of the Book of Quantum is long overdue. The current Book of 

Quantum dates from 2004. It is now significantly out of line with other 

jurisdictions – for example whiplash in Ireland has the highest payout in Europe 

at €14,400, whereas in the UK it is less than €5,000 and is moving towards 

zero. 

A review of the Book of Quantum is underway and this process needs to be 

brought to a conclusion without undue delay. However, the revised Book of 

Quantum cannot merely reflect the level of awards that have been made in 

recent years, which would only result in the values in the Book increasing. Its 

methodology should be adapted to incorporate an assessment of what would 

be an appropriate and fair award for specific injuries.   

The judiciary also have a vital role to play in using the guidance provided by 

the Book of Quantum. Court awards increased by over 30% in 2014. These 

awards set the expectations of other claimants and will be used in deciding 

whether to go to court. The current lack of consistency means that the decision 

to settle is often based on the judge expected to hear the case. Judicial 

guidelines should be introduced to give greater consistency to award levels. 

 

2. Care not cash 

In tandem with our recommendations relating to the Book of Quantum, the Irish 

system should move towards a ‘care not cash’ approach to soft tissue injuries. 

This replaces financial damages payouts for these injuries with the provision of 

rehabilitation until the claimant has recovered. 

Changing to a care not cash system would go some way to changing the 

adversarial nature of claims in Ireland. Currently, cases take too long to be 

resolved, sometimes years. This creates a major disincentive for rehabilitation 

and recovery and encourages the exaggeration of claims.  

Moving to a care not cash system would provide support to those genuinely 

injured claimants but discourage fraudulent claims as there is no cash payment 

at stake.  



 

3. Competition in the insurance market 

More competition is needed in the motor insurance market to stabilise 

premiums. Instead we are moving in the opposite direction, with another 

insurer – this time Zenith – last month announcing its intention not to write any 

new business in Ireland. The Insurance Ireland Blue Book shows that in 2014 

insurance companies lost €119.8 million on private motor insurance and a 

further €20.2 million on commercial motor insurance.  

Despite complaints about the high level of premiums from customers, it seems 

that margins are tighter for motor than other types of insurance and very few 

insurance companies want to write motor business in Ireland.   

There are over 1000 insurers throughout the EU who could write Irish 

insurance. The stated reason for refusing Irish business is that they will not 

underwrite risks which they cannot quantify, as is the case in Ireland because 

of our legal and legislative system. The Setanta ruling has been particularly 

damaging in this regard, effectively forcing the prudent insurers pick up the 

cost of the failed insurer who was recklessly trading. 

 

4. Combatting fraud 

Insurance fraud is currently estimated to cost over €200 million per year, with 

€100 million relating specifically to motor insurance fraud. The insurance 

industry should step up its fight against fraud and a number of further 

measures are required to eliminate exaggerated, spurious, trivial injury claims.  

A new system must control or remove improper advertising for personal injury 

litigation. Furthermore, sanctions including custodial sentences must be 

imposed on fraudsters. It is essential that the Office of the Director of Public 

Prosecution becomes more active in this area.  

The problem of uninsured drivers must also be considered. According to 

Insurance Ireland, this adds on average €30 to the cost of every premium 

across the board. More severe penalties must be imposed on uninsured 

drivers.  

 

5. Injuries Board 

The SFA strongly supports the Injuries Board and believes it has an important 

role to play in the insurance landscape. However, the reality of the Board’s 

operation has differed somewhat from how it was originally conceived. Now, 



90% of claimants before the Injuries Board have legal representation and the 

Board’s awards are rejected in 40% of cases. 

A review of the functioning of the Injuries Board is needed to identify any 

reforms required to make it fully effective. For example, claimants should be 

required to attend medical examinations organised by the Injuries Board and 

should be penalised if they reject the Injuries Board award but do not receive a 

higher award in court.   

 

Conclusion 

Competitiveness is the key challenge for Ireland over the coming year. The 

attractiveness of the Irish business environment internationally determines the 

standard of living across the country, but the reality is that Ireland remains a 

high cost location with numerous barriers and disincentives for businesses. All 

parties must focus on building solid, long-lasting foundations for business to 

thrive. 

We are in a period reminiscent of the early 2000s where the problem of 

insurance costs is a threat to company survival and maintenance of existing job 

levels. Our members have rated insurance costs second only to wage inflation 

in terms of their business cost concerns. Almost one third of small businesses 

have had to make cutbacks in important areas of their business in order to 

afford their rising insurance premiums, while 5% have identified their business 

survival as at risk on account of the current insurance cost crisis.  

Political intervention is urgently required to drive and coordinate the reforms 

outlined above. We look forward to engaging with you in the Committee 

discussion session and in the weeks and months to come.  

 

Further information 

For further information, contact Patricia Callan on 01-6051602 / 087 6999345 

or patricia.callan@sfa.ie  

More information about the SFA is available at www.sfa.ie  
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