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The Medical Malpractice Crisis: Continuing Effects

The medical malpractice crisis in the metropolitan New York region continues to takes its toll on the health care system, as the
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rates charged to physicians by insurance carriers continue to climb and research studies demonstrate that access to needed ser-
vice may be in danger. Since the publication of Medical Malpractice Insurance: Costs and Coverage by GNYHA in January
2005, evidence has continued to mount that the malpractice crisis must be addressed by policymakers at both the national and
Federal levels to alleviate the financial burden on physicians and hospitals. Despite all the attention the issue has received,
however, only the U.S. House of Representatives has taken action to help alleviate the crisis. This issue of /n-Depth contains a
new GNYHA analysis that documents the unaffordability of providing maternity services in New York City as well as other data

and reports that will help inform the malpractice reform debate in New York and nationally.

Hospital Maternity Services Have
Become Unaffordable

In Medical Malpractice Insurance: Costs and
Coverage (January 2005), GNYHA reported
on a survey whose findings showed that the
medical malpractice costs of hospitals in the
downstate New York region increased 147%
between 1999 and 2004. The average annual
increase was 27%. (See Figure 1.) Anecdotal-
ly, hospitals were also reporting to GNYHA
that maternity services were becoming less
and less affordable to provide, due to a com-
bination of low reimbursements and high
medical malpractice costs. In addition, a
number of hospitals in New York
State announced their intention
to discontinue the provision of
maternity services altogether.
For instance, in December 2004, 160%

continue delivering babies because of high
malpractice costs and low reimbursements.
This pattern continues a trend that was
illustrated in dramatic fashion in 2003 when
two New York City birthing centers closed as
a result of high malpractice insurance costs.
In August 2003, the Brooklyn Birthing Center
closed when its medical malpractice insurer
ceased to provide malpractice insurance for
midwives. In September 2003, Elizabeth Seton
Birthing Center closed its Manhattan location
when its carrier raised premiums by 400%.
To find out just how unaffordable the

FIGURE 1.

ANNUAL AND CUMULATIVE PERCENT CHANGE

IN MEDICAL MALPRACTICE PREMIUMS FOR HOSPITALS IN
DOWNSTATE NEW YORK REGION

provision of maternity services had become
for hospitals in New York City, GNYHA con-
ducted an in-depth analysis of hospital cost
reports to determine whether hospitals were
losing money providing maternity services.
Strikingly, GNYHA learned from this analy-
sis that virtually all—86%—of hospitals in
New York City that provide maternity ser-
vices lost money on those services in 2003.
The aggregate losses amounted to $195 mil-
lion annually. If it were not for the ability to
cross-subsidize from other, better reim-
bursed services, hospitals would not be able
to provide maternity services at all, leaving
their communities without vital
services. The skyrocketing cost
of medical malpractice insur-
ance, therefore, is creating a
potential access crisis, particu-
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The Medical Malpractice Crisis: Continuing Effects continued from front

beginning of 2002 through the middle of 2003,
and of those remaining in the market, 36%
are over 60 years of age and are likely to retire
during the next decade. A GNYHA analysis of
data from the National Resident Match Pro-
gram shows that fewer graduates of U.S. med-
ical schools are choosing OB/GYN residen-
cies. U.S. medical graduates comprised 81% of
all OB/GYN residents filled through the match
in 2000, but only 71% in 2005.

Physician Medical Malpractice
Rates Experience Further Increase
Effective July 1, 2005, the New York State
Insurance Department (SID) established a
7% across-the-board rate increase for all
insurers providing physician and surgeon
medical malpractice coverage in the volun-
tary (commercial) market. SID was granted
the authority in 1986 legislation to promul-
gate the medical malpractice rates because of
concerns that the rates charged by the insur-
ance carriers needed to be “stabilized” and
“restrained.” After performing actuarial stud-
ies and rate studies, one large commercial car-
rier had requested that SID allow an increase
of 30%.

This is the third year in a row that SID
authorized an increase of 7% or higher. This
latest increase brings the cumulative rate
increase over the last three years to more than
24%. As noted in Table 1, in the prior four
years, the rate had not increased more than
1.8% in any one year. These increases come
at a time when physician reimbursement rates
are declining. Under current law, and unless

TABLE 1.
AVERAGE PHYSICIAN MEDICAL

MALPRACTICE COMMERCIAL RATE
INCREASES IN NEW YORK

YEAR INCREASE
1999-2000 0.0%
2000-01 1.8%
2001-02 0.8%
2002-03 1.0%
2003-04 8.5%
2004-05 7.0%
2005-06 7.0%

Congress acts, average physician rates for pro-
viding care for Medicare beneficiaries will
decrease 26% over the next six years, begin-
ning in 2006.

More Providers Reliant on MMIP
for Excess Coverage

The Medical Malpractice Insurance Pool
(MMIP) was established to provide malprac-
tice insurance to providers otherwise unable
to obtain coverage in the commercial market.
The pool is administered by the Medical Lia-
bility Mutual Insurance Company (MLMIC)
but is funded by all malpractice insurers on a
pro-rata basis based on their share of the
medical malpractice market. The most recent
figures available from MMIP, based on unau-
dited financial statements for the period end-

study reported in the May/June 2005 issue of
Health Affairs documented a reduction in
some physicians performing craniotomies, a
high-risk procedure. The study, “Effects of the
Malpractice Crisis on Access to and Incidence
of High-Risk Procedures: Evidence from Flori-
da,” was conducted by researchers from the
Kellogg School of Management of Northwest-
ern University. The researchers chose Florida
for the study because that state, like New York,
is identified by the American Medical Associa-
tion as a state in a medical malpractice “full-
blown crisis.”

According to the study, 21% of the neuro-
surgeons in Florida who had performed a very
high number of craniotomies in 2000 had cut
back the number of procedures they had per-
formed in 2003 by at least 50%. The

TABLE 2.
NUMBER OF PROVIDERS INSURED THROUGH THE MMIP

NUMBER OF POLICIES
LAYER
12/31/01 12/31/02 12/31/03 12/31/04
Primary Layer 87 819 845 880
First-Layer Excess 151 292 1,701 13,743
Second-Layer Excess 165 1,295 1,569 1,523

Note: Providers includes physicians, dentists, podiatrists, nurse anesthetists, nurse midwives, and professional corporations.

ing June 30, 2005, show the program’s deficit
has ballooned to $358 million, up from $240
million in the prior year. This deficit is borne
by the medical malpractice insurers in New
York and is contributing significantly to their
poor financial performance.

In 2004, there was a huge increase in the
number of providers needing to avail the-
selves of MMIP for first-layer excess insur-
ance, as noted in Table 2 above. According to
the Annual Report of the Superintendent of
Insurance to the New York State Legislature
(2004), most of the increase in the number
of insured in the pool is attributable to one
commercial insurer no longer being able to
provide first-layer excess coverage.

Health Affairs Study Documents
Physician Practice Changes

As the medical malpractice crisis continues,
researchers have begun to examine the effects
on the practices of experienced physicians. A

researchers examined the incidence of physi-
cians performing a craniotomy because it is
the most high-risk procedure of all neurologi-
cal procedures as it involves surgery on the
skull. The researchers compared these results
with changes in practice between 1997 and
2000, and found that over that earlier three-
year period, only 10% of the neurosurgeons
who had performed a very high number of
craniotomies had cut back their activity by at
least 50%.

In addition, the researchers studied travel
times for patients who were in need of cran-
iotomies. The researchers reported that travel
times for the 2000-2003 period were consid-
erably longer than the travel times in
1997-2000, and the differences were consider-
ably larger than for other neurosurgeries,
because fewer neurosurgeons were offering
craniotomies in the later period. The
researchers stated that this finding was “con-
sistent with a malpractice crisis effect” m

GREATER NEW YORK HOSPITAL ASSOCIATION .

WWW.GNYHA.ORG

KENNETH E. RASKE, PRESIDENT




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


