People on low incomes are sacrificing basic goods to take out insurance

Written by The Conversation

[Insurance] is the one thing | will not skimp on, because we don’t know what’s around the corner
with my husband being unwell and a disabled son. And now I've hurt my foot. | mean, accidents
happen. | don’t know what’s around the corner. That’s the first thing that gets paid.

Maggie (all names in this article are psuedonyms), is a single woman in her 50s who lives with
her husband and son with disability. She feels health insurance is essential to prepare for
seemingly inevitable risks.

To afford insurance, Maggie cuts down on expenses by not buying clothes; she gets free
clothes from charity organisations. She also saves money by only purchasing the cheapest
marked-down foods that will expire soon and avoiding public transport to save money. And
when things are tight she skips meals to make do.

Read More: Increased private health insurance premiums don&rsquo:t mean increased
value

Some people on low incomes put insurance cover first — even if it means doing without basic
goods, our research finds . Yet low-income households are the most likely to lack private
insurance cover.

Insecure work, low and unstable incomes, and increasingly haphazard and unreliable social
protections in education, health, transport and housing continue to make the lives of low-income
households risky. Insurance can mitigate some of the harms low-income people face.

To understand how households with low or precarious incomes manage short and longer-term
risks, we surveyed 70 people in three areas of suburban Melbourne that experience high levels
of financial insecurity. We asked questions about household income and expenditure and how
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they coped with unexpected expenses.

We found that in order to pay for insurance people were cutting down on heating, food and
outings.

Weighing up the odds

The financial problems faced by people on a low income are often explained by poor financial
skills, knowledge and behaviours

. Yet our research shows that low-income households are also constrained by uncertain and
inadequate incomes, unaffordable housing and unexpected high energy costs.

Read more: _Getting rid of junk health insurance policies is just tinkering at the margins
of a much bigger issue

Some of the people we surveyed weighed up their risk of serious incidents and went without
insurance because the everyday risks they experienced were more pressing than potential
future risks.

Ted, a single man in his fifties receiving the Newstart Allowance, would have liked to have
insurance but explained that it was:

just cost prohibitive. I'd rather try and get a roof over my head...than being insured should
something happen down the track.

Malcolm, a casually employed factory worker also receiving the Newstart Allowance, said his
car was “not worth insuring” for property damage, even though not having insurance exposed
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him to risk if he damaged another person’s car.

It's a financial balancing act. Most things that could get damaged on my car | could fix
myself...It's just unnecessary for me. And if it gets written off, it gets written off, and | move on.

Mending the safety net to reduce avoidable risks

Increasingly, private insurance is filling the gaps left by government policies. Instead of enduring
the indignities of income support, people are encouraged to take out income protection
insurance.

Private health insurance is promoted as a way of avoiding the queue for health care.
Inadequate public transport means an increased reliance on private transport - with all the risks
and costs that entails.

Read more: Here&rsquo:s what&rsquo:s actually driving up health insurance premiums

Insurance providers are aware of the increased risks of inequality. The data insurance
companies gather provides fine grained information about the nature of risks to which
individuals and insurance companies are exposed.

Research commissioned by the Actuaries Institute notes that because of this data gathering, a
growing proportion of the population will be deemed so risky that the price of insurance will
become too great for them.

Poor people who already lead risky lives will then be faced with even more risk. The Actuaries
Institute report argues that there will be a greater need for government subsidised compulsory
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insurance to protect those who are exposed to risk beyond their control. But greater access to
insurance isn’t the only answer.

Our research suggests that investment in the social safety net could reduce some of the
avoidable risks that come with poverty. The government should be ensuring low-income
households have access to adequate, predictable income; affordable, quality housing,
accessible, affordable public transport and health care. All of these things reduce risks for
individuals and contribute to a less divided and risky society.

In her role at the Brotherhood of St Laurence Dina Bowman receives funding from the Lord
Mayors Charitable Foundation - Eldon & Anne Foote Trust (Innovation Grant 2015), Per Capita
and Financial Literacy Australia. In 2014 the Fire Service Levy Monitor (FSLM), an entity
established to oversee the transition of Victoria’s fire service levy from insurance policies to
municipal rates, entered a funding agreement with BSL. This agreement arose from levies
which 56 insurers continued to collect from consumers after the transition date. The Monitor
acknowledged insurer difficulties in refunding all consumers and instead directed that amounts
not refunded be used by BSL and several like agencies ‘in support of consumer insurance
issues’. Some of this funding supported this study.

Marcus Banks' research has been financially supported by ASIC, National Australia Bank, Good
Shepherd Microfinance, the National Financial Services Federation and the Australian Centre
for Financial Studies.

Read more http://theconversation.com/people-on-low-incomes-are-sacrificing-basic-goods-to-t
ake-out-insurance-89296
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