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Introduction 
 
The National Rural Health Alliance is a well-established and respected Australian 
organisation with a strong community base.  It is the peak body for organisations with an 
interest in rural and remote health.  Its membership comprises 21 national organisations 
representing health professionals, managers, health services, Indigenous people, residents 
of rural and remote areas, and education and training providers. 
 
The focus of all of the Alliance’s work is on improving the health and well-being of 
people in rural and remote areas.  There is a serious maldistribution of health 
professionals in Australia, which impacts particularly on people who live in rural and 
remote areas.  Country people have poorer access to a wide range of health and related 
services.  This maldistribution of health professionals is a key risk factor affecting health 
outcomes.  The Alliance therefore has a very strong interest in the availability of health 
services in rural and remote areas.  
 
For this reason it is a major concern to the Alliance that rapid increases in premiums for 
professional indemnity cover for health professionals appear to be driving some of them 
out of providing certain services, and that this trend is particularly severe in rural and 
remote areas.  
 
The Alliance acknowledges that issues related to professional indemnity for health 
professionals are extremely complex.  They must be addressed from a wide community 
perspective.  It is concerned to ensure that, in any such consideration, the special 
circumstances of health consumers in rural and remote areas are fully considered and 
appropriately accommodated. 
 
Cause of the problem 
 
The Alliance understands that issues related to medical indemnity in Australia have been 
developing over a long period of time.  Long-standing problems appear to include: 

• historical and increasing unfunded liabilities of the insurers, leading to rapid 
increases in premiums to cover past events; 
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• the impact of the statute of limitations making it difficult for insurers to 
accurately estimate their potential liabilities; 

• a shift away from flat rates across the whole of the medical profession to risk-
rated premiums within specialties, exacerbated by the relatively small numbers of 
some specific specialists in Australia; 

• over reliance, at least in some States, on a litigious approach and too little 
emphasis on  early intervention, effective risk management  and early settlements 
to avoid excessive legal costs;  

• an increased level of payouts in a small numbers of cases, with long-term care 
costs for brain and spinal injuries being particularly costly;  

• lack of close prudential supervision of the medical indemnity organisations; and  
• inadequate provision for medical indemnity costs in Schedule fees for private 

patients under Medicare.    
 
These long-standing problems appear to have been exacerbated by unrelated recent 
events affecting the insurance industry, in particular the 11 September 2001 terrorist 
actions in the United States and the collapse of HIH in Australia. 
 
Issues in rural and remote areas 
 
Access to specialist medical services in remote and rural areas is especially limited.   
 

Generally there was a steep decline in the provision of medical specialists with 
increasing rurality (Commonwealth Department of Health and Aged Care 2000) 

 
As a consequence, General Practitioners in these areas have traditionally provided a wide 
range of services, some of which are more typically provided in urban areas by specialist 
doctors.  Examples of such services include obstetrics, anaesthesia, trauma services and a 
range of surgical and other procedural services.  
 
Nevertheless, such General Practitioners remain generalists, providing a wide range of 
services relevant to the needs of their communities.  For most of them, the number of 
patients in any given year for whom they provide a particular specialist service is 
relatively small.  Their indemnity premiums do not reflect this low level of throughput, so 
that the average cost, say, per baby delivered is very high.  This translates into very high 
out-of-pocket costs for patients. Ultimately, increasing numbers of practitioners decide 
that it is no longer feasible to provide such services, reducing even further the already 
limited access to such services in rural and remote areas. 
 
 The number of GPs who are willing to deliver babies and perform surgical 

procedures is already very low due to rising insurance premiums and insufficient 
Medicare rebates for procedural work.  This means that women in rural areas are 
often forced to travel long distances to have their babies, away from their families 
and communities.  This increase in insurance premiums will create a further 
disincentive for GPs to undertake procedural work.  This would be a disaster, 
particularly for rural communities where there is a chronic shortage of 
specialists. (ADGP, 2001). 
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The Alliance welcomes action by Governments to provide assistance for indemnity cover 
for doctors in rural areas in some circumstances. An excellent example comes from 
Victoria.  There, the Visiting Medical Officers at Victorian small rural hospitals have the 
option of purchasing their medical indemnity (which covers all their work, both in and 
out of hospital) for the cost of only $3-4,000. The Government then purchases the total 
insurance on their behalf. As the Government  has enormous lobbying potential with the 
reinsurers, the total cost is not that high. It means that Victoria’s rural doctors are the 
envy of their colleagues in some other states. It has also meant that the costs of 
professional indemnity have not resulted in a loss of rural proceduralists. There may not 
be many new ones coming in, but the loss is only a trickle and due mainly to issues with a 
lack of support for procedural services at the local hospital. 
 
In States other than Victoria there has been a rapid loss of procedural doctors, with the 
threat of many more to go, due to the level of the premiums and the rates at which they 
have increased.  Many states offer a subsidy to their procedural GPs, but it has not kept 
pace with the premium increases. 
 
Many General Practitioners have been attracted to rural and remote areas by the challenge 
and professional satisfactions of providing a comprehensive range of services to their 
communities. As this range contracts, due at least in part to the impact of rising indemnity 
premiums, the attractions of practising in the bush are declining, thus exacerbating the 
problems of attracting and retaining general practitioners to rural and remote areas. 
 
These problems are not restricted to general practitioners.  Professional indemnity 
insurance is also an issue for allied health professionals, particularly those who are 
working in private practice and who do not have the back-up of union membership or 
government employment. In New South Wales membership of the Health Services Union 
includes professional indemnity insurance cover of up to $2m.  Some associations 
provide insurance for their members and are not expecting significant increases. 
 
However, others do have an issue, for example physiotherapy, where premiums have 
increased by 184% since the collapse of HIH. While the dollar amounts for 
physiotherapists are nowhere near as high as for their medical colleagues their income is 
significantly less. Premiums are higher for physiotherapists in private practice.  The 
higher premiums are triggered by exceeding a set number of hours of private practice in 
any given week, so that premiums for the whole year can increase if a physiotherapist 
exceeds this figure in just one week   This is a particular problem in rural areas as many 
public hospital physiotherapists have some private work with the mix between public and 
private work varying and difficult to plan or ration. For physiotherapists in private 
practice these extra costs will flow directly on to their patients, adding to the difficulties 
for people in rural areas trying to access very limited services. 
 
Recently midwives have faced withdrawal of professional indemnity cover for home 
births, making it almost impossible for them to practise privately. 
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Examples of problems in rural and remote areas 
 
The following anecdotes are typical of what is occurring in rural areas due to the high 
costs of professional indemnity insurance and their rates of increase.   
 
• In Port Augusta, six general practitioners have withdrawn from obstetric services, 

leaving only two still providing these services.  
 
• In South Australia a small birthing centre was forced to close when its professional 

indemnity cover of $2m was insufficient to cover a claim of $5m on behalf of a birth 
injured infant. 
 

• A general surgeon in rural Victoria provides Caesarean section capability for six GP 
obstetricians. His medical indemnity premium is in a higher category solely because 
he does the Caesarean sections. However the difference is more than he earns from 
doing the sections each year. Without that service, all obstetrics in the hospital would 
stop.  

 
• When registering to work, physiotherapists are asked to give details of their 

professional indemnity insurance policy, and the recommendation is that, regardless 
of  whether they are public or private, they should hold some indemnity insurance. 
Initially physiotherapists were insured with HIH. For cover of $5,000,000 and 
working in the public sector the cost was $188. When HIH went out of business they 
reinsured with St Pauls at a cost of $296. St Pauls has now withdrawn from providing 
medical insurance. The policy this year is $534.60. Private practitioners pay even 
more.  

 
Possible approaches 
 
Many of the solutions for solving the overall indemnity issue are likely to be national in 
nature and to impact beneficially on rural areas, but not to be specific to those areas.  The 
Alliance’s interest is in the aspects of the challenge that are specifically rural and the 
particular impacts that national or uniform solutions are likely to have in rural and remote 
areas. The national solutions themselves are not canvassed in detail in this targeted 
consideration of the issue. 
 
The Alliance does, however, suggest a number of broad principles and potential areas for 
change to guide further work to develop a long-term sustainable solution.   
 
• A prime objective of any changes to the health professional indemnity arrangements  

(whether they be, for example, exclusion from compensation for relatively minor 
problems or caps on higher payouts, or no fault liability) should be to ensure adequate 
protection for the public from adverse consequences arising from medical 
misadventure while ensuring that health care remains affordable.   

• Punitive damages may be counter-productive by having little impact on quality of care 
while driving up the costs of medical indemnity and perhaps encouraging expensive, 
overcautious, defensive medicine. 
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• Any initiative to deal with the growing problems in medical indemnity should have as 
one of its objectives the need to maintain access and choice in a wide range of health 
services for people living in remote and rural areas. 

• Every effort should be made to develop and implement pro-active approaches to risk 
management of potential claims for medical misadventure.  These processes should 
involve the whole health care team and include education fo r all health professional 
on how to minimise the risks of being sued. 

 
There should be increased efforts on quality assurance to identify the causes and  reduce 
the incidence of medical misadventure in the Australian health care system.  This should 
include the development of practice standards and benchmarks for treatment by all types 
of health professionals. 
 
• The costs of providing for the long-term needs of people adversely affected by 

medical misadventure should be widely spread across the community, 
notwithstanding the importance of health professionals and their private patients 
making some contribution to these costs, through indemnity premiums and fees. 

• Providing there is no evidence of unacceptable risk arising from low rates of carrying 
out particular procedures, steps should be taken to protect rural and remote area 
consumers from high out-of-pocket costs flowing from medical indemnity premiums 
caused by low throughput rates. 

• The advantages and disadvantages of a no-fault approach to medical misadventure 
should be examined closely in the light of the experiences of other countries, having 
regard to the fact that the consequences of medical misadventure can be severe, 
whether or not fault is involved. 
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