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Malpractice Concerns Eat 10% of Premium Dollars
B Y  J OY C E  F R I E D E N  

Associate  Editor,  Practice  Trends 

WA S H I N G T O N —  The costs of mal-
practice insurance and defensive medicine
account for about 10 cents of every dollar
spent on health care premiums, several
speakers said at a press briefing sponsored
by America’s Health Insurance Plans.

Medical liability and defensive medicine
represented the “lion’s share” of cost in-
creases in the physician and outpatient ar-
eas, Michael Thompson, principal at the
New York office of Pricewaterhouse-
Coopers, said at the briefing. 

Litigation and defensive medicine also
accounted for about a third of the costs as-
sociated with poor-quality health care,
said Mr. Thompson, noting that the cost
of poor-quality care was spread through-
out the health care system.

According to AHIP President Karen Ig-
nagni, efforts must be made to reduce the
amount of poor-quality care being given.
“We have a system where 45% of what’s
being done is not best practice,” she said.
“No public or private entity could operate
at that rate.”

Overall, the rate of increase in health
care premiums was 8.8% in 2004-2005,

down significantly from 13.7% in 2001-
2002, noted Jack Rodgers, managing 
director at PricewaterhouseCoopers. One
factor contributing to the slowdown was
a decrease in the rate of cost increases for
prescription drugs, according to Mr.
Thompson. “It’s now trending in line with
overall premiums,” he said. 

Part of the reason for that decrease is
employers’ increasing use of three-tiered
or four-tiered drug programs, in which pa-
tients pay a larger share for brand-name

drugs, especially if there are generic equiv-
alents. In 2000, only 27% of patients were
in drug plans with three or more tiers; in
2004, the figure was 68%, he said.

In addition, cost trends were helped by
a drop in the number of state mandates
that are being added each year, from 80 in
2000 to less than 40 in 2004, Mr. Thomp-
son said. 

Outpatient costs rose significantly last
year, Mr. Rodgers said. “Those are the ser-
vices that are really growing rapidly.” The

increase in outpatient services accounted
for more than a third of the 8.8% increase
in premiums, he noted.

Despite these problems, Mr. Thompson
said in an interview that he did not expect
premium increases to go higher next year.
“We’re looking at the same number or
maybe a little lower,” he predicted. Part of
the stabilization will likely be due to con-
sumers having to pay more for their health
care costs and becoming more aware of
prices as a result, he added. ■

into how well someone does, not only for
the heart but for health in general.”

She credits her patients for teaching her
that good care for the heart goes well be-
yond medicine and biomechanics. “I have
evolved because of my patients,” she said.
“I never came out of cardiology training
thinking about the heart as an emotional
organ. I never really thought about broken
heart syndrome until I started talking to
patients and they told me about the death
of their child, or their arrythmia began
when X amount of stressful things hap-
pened. That’s where the book came from.
The hope for the book is that when you
read someone else’s story, you’ll look at
your own life through a different lens.
From there, you can start to make change.”

Dr. Guarneri, who majored in English
literature as an undergraduate at New
York University, New York, started col-
lecting patient stories on her personal
computer. “It was in spurts, because there
would be a moving story from the day, but
not every day,” she said. “I would go
home, think about those things, and then
I would write what happened. I would also
write my reaction to it: what kind of effe-
ct was this having on me personally as a
physician.”

Dr. Guarneri advises aspiring physician
writers to keep a journal. “Start to put your
thoughts down, even if it’s a little bit every
day,” she said. “Take what your passion is
and write from there. Don’t write for any-
one else but you. I wrote this [book] for
me. I never intended to publish it. I was
amazed how Simon & Schuster bought
this book in less than a week, because it
never occurred to me that a physician had
not done anything like this before.” ■

By Doug Brunk, San Diego Bureau
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