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The lowa Medical Group Management Association (IMGMA) is a non-profit
organization of approximately 600 members dedicated to quality health care
management. IMGMA assists members to develop effective and efficient
practices, thus enhancing the provision of quality health care services within
lowa. IMGMA members have become increasingly concerned about the impact
of lowa’s medical malpractice liability climate upon the practices they manage.
IMGMA is generally supportive of legislative and other policy changes that will
improve the accessibility and affordability of medical malpractice insurance and
create an environment that promotes the broad availability of quality health care
to patients.

The broad charge of the Medical Malpractice Interim Committee is to “study
issues relating to the costs of professional liability (malpractice) insurance
coverage for health care providers in lowa [and to] consider a broad range of
factors affecting the availability of the coverage in the state.” IMGMA presents
the following information to assist the Committee in completing its charge.

There is a medical malpractice problem in lowa. IMGMA urges you to give
substantial consideration to lowa-specific information presented to you during
the course of your meetings, recognizing that much of that information yvill not
be in the form of “hard data”, which is extremely difficult to generate. ¥ Those
who deal with the provision of health care in lowa on a daily basis will tell you
there is a significant threat to the provision of patient care and the continued
viability of physician practices. Their examples are essential to your
understanding of the dynamics that affect the provision of health care in lowa.

The problem lowa faces is this: medical malpractice costs are increasing, and
medical malpractice insurance is becoming increasingly difficult to obtain. These
difficulties are causing physicians to limit the services they provide to lowa
patients and affect physician recruitment and retention.

Medical malpractice liability costs are significant and increasing.
» Medical malpractice insurance premiums have increased: One report
indicates that over the last five years malpractice carriers have increased
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net premiums by 120% A Whether these increased premiums are a result
of insurance company “profiteering” (the report notes that in the same
period, net claims payments rose by only 5.7%), or not, the increased cost
is real.

» Total US medical malpractice claims payments have more than doubled
betweﬁn 1991 and 2003, rising from $2.12 billion in 1991 to $4.5 billion in
2003.

» The average aﬁwount of a malpractice claim rose over the same period (by
88% to 131%) * One health care risk consulting firm estimates an annual
increase in the average amount of claim of 7.5%.

* Average defense costs have also increased substantially even in cases
where no payment is made (61% of all claims) -- from ﬁ)proximately
$12,000 per physician claim in 1991 to $23,500 in 2003.

Medical malpractice liability insurance costs affect physician practice and
ultimately affect patient care and the availability of health care services.

Rising costs lead to a number of changes in the ways that physicians practice and
provide services to their patients — namely in the practice of “defensive
medicine”. Defensive medicine has been defined as providing unnecessary or
inappropriate care that would not be undertaken but for the fear of liability, such
as ordering unnecessary tests, making unnecessary referrals, suggesting
unnecessary biopsies, or prescribing unnecessary antibiotics. * The provision of
“extra” services certainly increases the cost of medical care.

However, defensive medicine goes far beyond the practice of providing “extra”
care, and reaches to the heart of the availability of patient care. In a recent study,
avoidance of patients and procedures that are perceived to elevate the
probability of litigation were found to be widespread among physicians. g This
means that physicians are:
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Stopping practice altogether

Eliminating specific high risk procedures

Avoiding patients who are risky propositions, either because of their
clinical complexity or personal propensity for litigation, such as childrerl:|
and patients covered by workers compensation and medical assistance.

These national survey findings are consistent with experiences of IMGMA
members, who report:

“In 1995 the 2 MD’s in our office paid a total of $14,280 for medical
malpractice insurance. In 2005 (we have had no claims) our office is
paying $31,128.00 for the same 2 physicians. These physicians both do
obstetric care (and have done so since they started practicing medicine).
Even if they were to stop now, the premium for the necessary tail
coverage is astronomical! We have been trying to recruit a third MD
specializing in family practice that also does obstetrics and have been
having a difficult time. It seems that “new” family practice MD’s hesitate
to get into the field of OB due to the high cost of the medical malpractice
insurance. As of this time, both physicians are going to continue to
maintain their obstetric care but they are seriously looking at the
situation. In a rural setting, as much of lowa is, the patients would
definitely be the ones to suffer should too many physicians, decide to stop
providing OB care to patients.”

“You are aware that we have struggled with this issue for a few years...It
is now to the point that it may impact the direction our group will be
going in the near future. We have a December 31 renewal date and we are
now starting the renewal process with our carrier...and looking at other
carriers. | do not anticipate rates dropping for us dramatically...but we
are considering eliminating [certain surgeries] because that may reduce
our premium significantly. [We are also considering dropping hip
fractures in order to lower premiums. | was referred] to a new insurance
company in the state of lowa and | am just now working on new
applications with United Medical Liability Company. It seems like a
possible alternative, but I also know it is a new company, so there is no
track record for the long haul...which could also bring forth other
concerns. Malpractice premiums for our rural surgery group has had
such a huge impact on us that if we are unable to get assistance from our
local hospitals, we will ultimately dissolve and lose surgery coverage in
four rural hospitals in central lowa. This would have a huge impact on C-
section coverage and therefore an impact on family practice physicians
being able to do OB...and that does not even include the impact on the
hospitals’ financial bottom line because of the revenue they receive
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through surgery. Obviously we are in the process of discussing with the
hospitals various options.

o “[Our practice] is a multi-specialty primary care clinic serving [one]
County. There are 3 other primary care physicians in the county but none
provide OB services. [We] cover most of the 20,000 County population
base along with overlap from surrounding counties; a recent U of | study
estimated our service population around 23,000. In [our practice], 5
family physicians provide OB coverage, 3 of them are trained and
credentialed at the local hospital to provide C-Section coverage. The 2
general surgeons & Gyn Surgeon in the county choose not to provide C-
Section coverage because of the increase cost to their malpractice
insurance along with the fact that the current physicians have years of
experience and demonstrate ungquestioned competency. In 2004 at
malpractice renewal time, an insurance agent in Des Moines went to
solicit competitive bids as an option to our current insurer. After
submitting the malpractice applications to the underwriting of several
malpractice carriers, they refused to bid with family physicians continuing
to provide OB & C-section coverage. GE Medical Protective would have
bid with several restrictions and premiums close to 3 times our current
insurer’s rate (in effect pricing themselves out of consideration). Only our
current insurer was willing to provide to coverage. Without C-section
coverage normal delivery OB services are also not able to be performed. If
our current insurer would not cover, then [we] would have no choice but
stop OB services, leaving the local hospital OB department w/0 a medical
staff and the county without OB services. Summary: A medical service
to a county is potentially at risk. If one company changes their stance,
then coverage for C-section would be at risk, and without C-section
coverage, OB services offered in area would also need to cease. A residual
issues related to this, 3 of the 5 family physicians noted that having OB as
part of their practice is important, if they were unable to perform OB in
this town, they would consider relocating to another town or state where
they could continue OB as part of their practice.”

* “There is a general surgeon in [our community] who also performed
peripheral vascular work. We provide dialysis services in rural lowa of
which routinely require vascular access surgery. In 2004, the general
surgeon analyzed the cost of malpractice with and without peripheral
vascular work. He determined that his volumes did just enough to pay
the increase insurance premium. He quit performing the surgery in the
local hospital. The patients are now referred to a neighboring hospital or
the University for a surgery that could easily be performed locally. “

Now that you have devoted significant meeting time to hearing from the
insurance and legal communities, IMGMA urges the committee to allot



additional meeting time to hear the concerns of the medical community, and to
consider legislative and polig changes that will help make patient care more
readily available to lowans.

¥ seeeg. Kessler, Impact of Malpractice Reforms on the Supply of Physician Services, JAMA, June 1,
2005 — Vol 293, No 21, finding that the adoption of direct malpractice reforms leads to greater growth in
the overall supply of physicians.



