January 5, 2005

LETTER TO THE EDITOR

I SAID “YES” TO IMMEDIATE MEDICAL MALPRACTICE PREMIUM RELIEF

In deciding to cast my vote for legislation to address the health care crisis brought on by a 61% increase in malpractice premiums over the past two years, I seriously considered all aspects of the bill.   

The measure, which won approval, provides for immediate medical malpractice premium relief, freezes awards for pain and suffering at $650,000, cuts in half patient death awards from $1.6 million to $812,500 and creates a People’s Insurance Counsel to review malpractice insurance rate hikes of 10% or more.

The stabilization fund, established by the legislation, will reduce immediately the latest premium increase of 33%, effective January 2005, to only 5%.    The fund will be financed by repealing a 30-year old 2% premium tax exemption given to HMOs.  All other insurance companies, health, auto, and homeowner, pay a 2% premium tax. The premium tax exemption repeal was the biggest bone of contention in the bill.   I sponsored an amendment to prohibit HMOs from increasing enrollees’ premiums to compensate for the repeal of their 2% tax exemption.   However, the amendment did not receive enough votes for passage.

So, I swallowed hard and voted for the measure, because to do nothing to ease the malpractice crisis would have been inexcusable.   I could not stand by and do nothing when more and more obstetricians, one of the high-risk specialties hit hardest by the rate increases, are limiting their practices to gynecology alone.   Communities, especially in rural areas, are already feeling the impact of too few obstetricians. 

The repeal of the 2% HMO premium tax exemption will raise nearly $80 million.   Of that amount about $50 million will be used to limit premium increases for 2005 to 5%.   In addition, Medicaid reimbursement rates to health care providers will be raised for the first time in 10 years with an infusion of $12 million.

There has been more spin than objectivity on the 2% HMO premium tax exemption.   The 2% premium exemption was granted to help HMOs get started.   

Certainly, HMOs have passed the starting point.    As a matter of fact, according to A.M. BEST SPECIAL REPORT, dated September 6, 2004, Maryland HMOs reported a profit of nearly $7 billion in 2003.  It should also be emphasized that two years ago, the Ehrlich Administration’s Health Secretary Nelson Sabatini recommended repealing the 2% exemption.   Today, Maryland is one of only 15 states to exempt HMOs from paying a premium tax.  

The Governor’s Medical Malpractice legislation would have financed the stabilization fund with money from the state’s budget.   When the General Assembly convenes in January 2005, we will be facing a half billion dollar deficit.   When the General Assembly convenes in January 2006, we will be facing a billion dollar deficit.   The Governor has already asked all state agencies to cut 12% from their budgets.   

As I see it, it would be the height of fiscal imprudence to force the $50 million cost of the stabilization fund on a state budget already operating in the red, and with all state agencies under the gun to make drastic cuts in programs and services.   In the face of Maryland’s fiscal reality, it would be pure folly to plunge ourselves even deeper into the red by using revenue we really don’t have to finance the malpractice stabilization fund.

Sincerely,

Eric M. Bromwell

