October 26, 2004

LETTER TO THE EDITOR

SOLUTIONS FOR THE MEDICAL MALPRACTICE MESS TAKE PRIORITY

Soaring medical malpractice insurance premiums threaten to tear apart the fabric of our health care delivery.  Many, including this delegate, say it is no longer a threat, it is happening now.   

A 2003 federal General Accounting Office report indicated that the largest contributor to increased premiums was insurer losses on medical malpractice claims.   The average jury award or settlement in Maryland rose from $234,000 paid in 2000 to $425,000 this year.   Med Mutual, which insures over 75% of the State’s physicians, paid over $75 million in claims in 2003.

Recently, Maryland’s largest association of doctors, MedChi, recently said that as many as 40% of the State’s doctors will close their practices or leave the state is the rising cost of premiums is not effectively addressed.

Indeed in 19 states, doctors are taking early retirement or refusing to perform high-risk services.   According to Donald J. Palmisano, president of the American Medical Association (AMA), Maryland is one of 25 states on the verge of joining others that are in full-blown medical liability crisis.

Statewide, obstetrics, neurosurgery and orthopedic surgery are medical specialties most affected by premium increases.   Physicians who practice in these specialties are being squeezed by a 28% increase this year and an additional 33% premium hike, effective in January 2005.   This will push obstetricians’ premiums to more than $150,000 and neurosurgeons’ premiums to $117,000.   Many obstetricians have scaled back their practices to gynecology alone to save over $40,000 on insurance

The malpractice crisis has affected not only physicians.  It is having a negative impact on hospitals, nurses, nursing homes, physicians who practice in nursing homes and other health care facilities.    Maryland hospitals, on average are paying $40 million more than last year for malpractice insurance.   More than 40% of hospital doctors are considering retirement.   A recent statewide survey of state hospitals reveals that about one-fifth of Maryland hospitals have closed units, shortened hours or cut services. 
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The debate over how to solve the problem continues, while the health care crisis deepens.   Several solutions will be considered by the General Assembly.   They range from capping non-economic damages to requiring mandatory mediation to restructuring the way in which medical malpractice awards are paid. 

Maryland already caps non-economic damages at $635,000.  Non-economic damages do not include money for past and future medical expenses and lost wages.  Those who support caps, note data from the Medical Liability Monitor, which indicates that in the twenty-one states that use caps of $500,000 or less, premiums are 23% lower than in other states.

Mandatory mediation of malpractice claims has proven to be effective in reducing malpractice court awards and court costs.   The Johns Hopkins Health System has established a mandatory mediation program that appears to be working to reduce insurance premiums.

Restructuring the way awards are paid by requiring that both future economic and non-economic damages be paid by the defendant to the claimant in the form of an annuity has significant support in the Legislature.   Annuities can be purchased for much less than the malpractice award.   Annuities can cut costs, while still guaranteeing the malpractice victim the full compensation for damages.

According to the Consumer Federation of America and many other insurance experts, the malpractice premium crisis comes around in 10 to 15 year cycles.   Insurance companies tend to overextend themselves during good economic times, and then have to cover for it when markets sour by quickly raising premiums.   While all that is probably accurate, we, nevertheless, are where we are.   Doctors, nurses, health care facilities and patients are caught in a nightmare of soaring premiums, fewer doctors and frightening limitations on the delivery of health care.

The time for studying this issue has long since passed.   It is now urgent for the Legislature to act decisively to fix the malpractice insurance mess.

Sincerely,

Eric Bromwell
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