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Objective: This study investigates the impact of individual and professional
risk levels of medical specialists on the demand for professional liability
insurance and the potential emergence of adverse selection. It further analyzes
the role of factors such as litigation history, work experience, specialty type,
environmental conditions, and awareness of insurance regulations in shaping
purchasing decisions and the intensity of adverse selection.

Method: A systematic review of the relevant literature was conducted to
identify existing research gaps concerning physicians’ liability insurance and
the influence of risk levels on insurance purchasing decisions. Data were
collected from articles published between 2000 and 2024 in PubMed, Web of
Science, Scopus, and Google Scholar. Analyses focused on determinants of
insurance demand and mechanisms underlying adverse selection.

Results: The results indicate that specialists in high-risk fields such as
surgery and anesthesiology, physicians with less professional experience,
those with a litigation history, or those practicing in areas with high complaint
rates are more likely to purchase comprehensive policies, reflecting the
occurrence of adverse selection. Moreover, awareness of legal frameworks,
contractual terms, and prior interactions with insurance companies were also
found to influence insurance choices.

Conclusion: By emphasizing the role of individual and professional risk
levels and the phenomenon of adverse selection, this study highlights the
necessity of more precise policy design in the professional liability insurance
market. The findings provide a foundation for more informed policymaking
and improved contract structures between physicians and insurers, ultimately
enhancing insurance market efficiency and the quality of healthcare services.
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Introduction

Professional liability insurance for physicians constitutes one of the fundamental pillars of
advanced healthcare systems, serving to protect physicians against financial and legal risks
arising from medical errors and negligence. In today’s world, the increasing complexity of
diagnostic and therapeutic processes, the rapid development of novel medical technologies,
and the growing awareness of patients regarding their legal rights have significantly heightened
the likelihood of medical errors and subsequent legal claims. In this context, professional
liability insurance has emerged as a key instrument that not only alleviates the financial burden
of litigation from physicians but also contributes to maintaining public trust in the healthcare
system, enhancing the quality of medical services, encouraging adherence to professional
standards, and reducing occupational stress among physicians.

However, the market for physicians’ professional liability insurance is characterized by
complexities stemming from variations in risk among physicians. Two main factors play a
critical role in this regard: individual risk, which encompasses personal attributes of physicians
such as litigation history, work experience, and professional skills; and professional risk, which
relates to the nature of specialization, type of medical services provided, working environment,
and the degree of interaction with high-risk patients. These differences give rise to the
phenomenon of “adverse selection,” whereby high-risk physicians tend to purchase more
comprehensive and costly insurance policies, while low-risk physicians opt for minimal
coverage or forego insurance altogether. This disparity in insurance uptake may undermine the
financial stability of the insurance market and pose significant challenges for policymakers.
The present study was therefore undertaken to examine and analyze individual and professional
risk factors and their impact on the demand for professional liability insurance among
physicians, with the aim of identifying the underlying causes of adverse selection and
proposing appropriate policy solutions.

Method

This study was designed and conducted as a systematic review to comprehensively gather
and analyze existing evidence on physicians’ professional liability insurance and associated
risk factors. A literature search was performed in four reputable international databases—
PubMed, Web of Science, Scopus, and Google Scholar. The search period spanned from 2000
to the first half of 2024 in order to capture both older and more recent studies.

Keywords in both Persian and English were selected and combined using Boolean operators.
Search terms included those related to physicians’ liability insurance such as “Medical Liability
Insurance,” “Physician Insurance,” and “Professional Indemnity”; terms associated with risk
such as “Risk,” “Liability,” and “Legal Risk; and physician-related terms such as “Physician,”
“Doctor,” and “Healthcare Providers.”

Studies were included if they analyzed individual and professional risk factors of physicians
and their impact on the demand for liability insurance, were published in Persian or English,
and were original research articles. Review articles, letters to the editor, editorials, studies with
incomplete data or poor methodology, and irrelevant works were excluded.

The selection process comprised two stages: screening of titles and abstracts, followed by
full-text review and quality assessment, both conducted independently by two researchers, with
disagreements resolved by consensus. Extracted data included physicians’ demographic
characteristics, specialty, history of legal claims, level of awareness of insurance regulations,
experience interacting with insurance companies, and features of insurance contracts.

Results

Data analysis revealed that physicians in high-risk specialties such as general surgery,
neurosurgery, orthopedics, and anesthesiology were more inclined to purchase comprehensive
insurance policies with high coverage limits, owing to the high sensitivity of these fields and
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the greater likelihood of errors and litigation. Inexperienced physicians or those with a history
of legal claims also preferred broader coverage to safeguard against future risks.

The working environment was another important determinant of insurance demand.
Physicians employed in overcrowded urban hospitals or healthcare centers in underserved
areas, where shortages of equipment and staff prevail, faced greater risks and demonstrated
higher demand for costly insurance policies. Furthermore, awareness of insurance regulations,
prior experience with insurance companies, contract transparency, and the quality of services
provided by insurers directly influenced insurance choices.

Notably, even some low-risk physicians opted for expensive, comprehensive policies due
to psychological concerns, prior negative experiences, or uncertain working conditions—
highlighting the influence of psychological and perceptual factors on economic decisions.

Additionally, considerable evidence of adverse selection was observed: demand for
comprehensive policies was concentrated among high-risk physicians, potentially leading to
increased costs for insurers and, ultimately, higher premiums. If this trend persists, low-risk
physicians may withdraw from the insurance market, exacerbating market instability and
driving up costs.

Conclusions

This study underscores the significance of both individual and professional risk as key
predictors of physicians’ insurance purchasing behavior, emphasizing that neglecting these
factors not only results in inefficient resource allocation in the insurance market but also
adversely affects the quality of healthcare services. Accordingly, it is recommended that
insurance policymakers and regulatory bodies employ accurate data and risk-assessment tools
to design insurance contracts that meet physicians’ actual needs while preventing potential
misuse.

In parallel, raising physicians’ awareness of their insurance rights and obligations, providing
training in risk management, and enhancing transparency in insurer—insured interactions are
essential measures for improving market performance. Furthermore, insurance models should
shift away from standardized approaches toward policies tailored to individual risk profiles to
prevent adverse selection, ensure fairness, and safeguard the market’s financial stability.

Therefore, it is advised that policymakers and insurers prioritize measures such as applying
precise risk-assessment tools to determine premiums aligned with physicians’ risk levels,
increasing education and awareness on rights, obligations, and risk management, creating
transparent mechanisms to improve contract quality and insurer services, and incorporating
risk management and medical error prevention training into formal educational programs—
steps that can substantially improve the insurance system and reduce medical errors.
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