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13 May 2002

Kathleen Dermody

Secretary

Senate Economics References Committee

Room SG.64 Parliament House 

Canberra ACT 2600

Dear Dr Dermody

Inquiry into the impact of public liability and professional indemnity insurance cost increases

I refer to the above inquiry. On behalf of nurses and nursing organisations, I would like to raise some issues for the committee’s consideration in relation to the availability and cost of professional indemnity insurance.

The Australian Nursing Federation (ANF) was established in 1924. The ANF is the national union for nurses, with branches in each State and Territory of Australia. The ANF is also the largest professional nursing organisation in Australia. The ANF's core business is the industrial and professional representation of nurses and nursing. The ANF's 120,000 members are employed in a wide range of enterprises in urban, rural and remote locations in both the public and private sectors, including hospitals, health and community services, schools, universities, the armed forces, statutory authorities, local government, offshore territories and industry. 

1. Cost of professional indemnity insurance

While the public sector remains the primary employer of registered and enrolled nurses, many nurses and midwives work in private practice or as independent consultants to health services. These nurses and midwives are no longer able to secure professional indemnity insurance or are unable to secure it at a cost that bears any relation to the risk involved, or which can be met within their existing income.

This inability to secure professional indemnity insurance has already put many nurses and midwives out of business. Whether local or overseas companies are involved, the nurse or midwife is being asked to outlay considerable funds for insurance while their income remains in the low to medium range. These nurses and midwives are small business people providing services of benefit to and demanded by the Australian community, services that the community is often prepared to pay for (eg public health interventions, nursing care at home, and community based midwifery services) as they do not attract Medicare or private health insurance rebates.

Professional indemnity insurance costs will reduce the choices that are available for members of the Australian community. These reduced choices will be in areas such as childbirth and postnatal care; or interventions such as home care of the ventilated person. The Australian community has already decided that they want to receive these services at home. The consequences of decisions by insurance companies to charge nurses and midwives excessive premiums is that they are deciding by default when, where, and what health services the community should be able to access.   

Some ANF Branches have traditionally offered professional indemnity insurance cover to members as a benefit of membership, but they have not been able to secure a cost effective cover to meet the insurance needs of midwives, and nurses working in independent practice in private operating theatres, for example.

Another consequence for nurses and midwives of the increases in professional indemnity insurance is that the specialist professional nursing organisations (of which there are more than sixty in Australia), are also unable to secure professional indemnity insurance or are unable to secure it at a cost that bears any relation to the risk involved, or which can be met within their existing income. The role of the majority of these nursing organisations is to provide peer support, information sharing, and networking opportunities. Their income is limited to membership fees. Their membership numbers are small. The professional risk is minimal to non existent. They will no longer be able to operate if required to meet the massive increases proposed for professional indemnity insurance cover. This would be a considerable loss to clinical nursing.

2. Reasons for the increases in premiums for such insurance

The ANF considers that increases in the cost of professional indemnity insurance for nurses and midwives are occurring because of the lack of definition of the different types of service they are providing and the different contexts of practice. Midwives, for example, are being considered in the same category as obstetricians, although there are marked differences in initial client selection, interventions provided, and the risk of adverse outcomes. 

3. Schemes, arrangement or reforms that can reduce the cost of such insurance and/or better calculate and pool risk

It is the view of the ANF that where the potential risks mean that professional indemnity insurance has a genuinely high cost and the community requires the service, for example home births, then governments must consider implementing systems that result in a reasonable cost to the individual service provider relative to their potential income. A pooling system to spread the risk could be implemented and some risk reducing strategies introduced. This approach would be in the best interests of the community and the service provider.

I would be happy to expand on this brief submission if your committee intends holding public meetings at some stage in the future. Please contact Victoria Gilmore in the Canberra office (or professional@anf.org.au) if you require any other information.

Yours sincerely
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JILL ILIFFE

Federal Secretary

