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Doctors’ Creed: Insure Hv%mwﬁ. - eetors Set Up Insurance Shops.

Healih-Care Providers Create
Alternative Market as Firms
Abandon Malpractice Coverage

By SHBFALL ANAND

UBLICLY TRADED insurance companies

have abandoned swaths of the medical-mal-

practice market in recent years, leaving
many hospitals, doctors and other medical profes-
sionals to set up their own msurance mvcuw.

This shift foward the aiternative .EmE.mamm
market has gotien scant attention, as .Em dehate
over skyrocketing Em&nE”E.EEmnnnm Insurance
rates has focused on high ._Em..uww.mwﬁ and insur-

' rly performing inves .
mamwﬁgﬁwam providers have set up hundreds of
so-called risk-retention ETOUps, nmﬂ:é. insurers
and other enfities to meet their malpractice-insur-
ance needs. These insurers have advaptages over
publicly traded companies because they have no
old elaims to worry about and no Eoﬁ motive,
which could help them fo keep premivms down.

But their lack of experience could be a Emm%m.w.
tage becouse they can't be sure how much m
charge for coverage—and how to keep wamn:&aw
down—until they get & few more vears' worth o

i evaluate. N

n_EmﬂmnM_ﬁmW; the size of the alternative market
vary, but. alt show g large role for. mE.EmEmunm
' vehicles. Conning Research & Consulting anwm
" unit of Swiss Reinsuranee Co., pegs it at $18 bil-
lion in anoual premiums, compared to $12 bitlien
estimated for conventional Insurance companies.
Actuarial firm Milliman ine. mm.nﬁ_mﬁaw the EﬂmEmm
tive-markel premium at 5% EEE. or about éqw Mw
a 521 billion market. H:mm.m estimates suggest t
i at least four in 10 medical professionals have
turned to alternative sources for coverage. .
In the Cayman Islands, the numher of nmmuw_m
insurance companies censed to write medical-
malpractice coverage jumped fo 269 this year, up

ing sore analysts to conciude that the frené

in 2001, according to the Cayvman Islands
Wﬁwﬂmﬁm Anthority. n%nqm._dmﬁmﬁ serve only
the organizations that estanlished Ema. Repula-
tors in T.S. states that .E_as. nm.E:..mm to set up
shop say that many entities they b.cmumm specialize
in medical malpractice. The creation of these nmw.
tives has slowed in recent months; however, lead-

other popular option: nco.umh..mz«.m insy

uoo%.mnmmﬁ up wbwmdgm mmaﬁ..m_ EwE:.Q Risk]

tion Act of 1986. These <m.~.=n_mm are Jicensed

gtate but can sell policies in all states. (
Plense Turn to Page C3, Column 1
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risk-retention SToups in the 11.S., medical-
related groups tota) 111, according 1o
Risk Retention Reporter, a newsletter in
Pagadens, Calif., that tracks these ent-
fies. These have bepn set up by doctorg
or hospitais,

Typical of this new breed is Commu-
nity Hospita? Alternative for Risk Trans-
fer, which ig owned by 31 hospitals
mostly from rural pars of Pemnsylvania,
Mount Nittany Medical Center in State

. College, Pa., signed on in 2002, The hospi-

tal's previous insurer, MITX Insurance
Cn., was shutting down its medieal-mal-
praciice line ip Pennsylvania, ana other
big commereial insurers were Jjacking up

_— T TTiTuw
The alternative
market took off ag
some traditional
insurers collapsed,

-_

Prices to cover high costs in the state’s
more-litigious urban areas. Mount Nitt-
eny faced a 375% rige in itg premium, hut
by joining the risk-retention group, it
held its inerease to 71%. That smaler
incraase was based gn the lower costs of
rural Peunsylvania,

“Thare was no market on the ouiside
that we could see, So we had to do it
ourselves,” says Thomas Murray, the hos-
pital's president,

The Community Hospital group now
is the cighth-largest writer of medical-
malpractice insurance in Pennsylvania.
It is uncigar, however, if itz members’
relatively low-rate increases are typical,
since national siatistics for self-insur-
ance groups dom’t exigt. Comparisons
with conventional insurance carriers are
tricky because captives have a narrower
foeus. For instance, a group that insures
dentists, wha typically file fewer claims,
can charge smaller premiums thain com-
mercial carriers insuring a broad mix of
doctors,

The alternative market took off as

some traditional iz urers: collapsed. after.

suffering;tosses: from. mouniing: claims, :
Others uémn..aﬁa.,ﬁm,vﬁﬁmm Tine:8t:
Paul Cos.;:now part,of St. Pal Travelors
Cos. Ine,,n-2001 insnred nearly 40,000

physicians .and T2,000- other ‘health-carg-
professiangls, Rut faje that year jtsaid it
would shut- down fits” ‘medical-Hability- T
unit, citing logses 0f 5940- milligy - With -
fewer insurers in Em.EEwmﬁ._nonEE.&cm.‘ F

pitals and others faged dotible- and. even

. friple-digit. mwuuﬁ.ugisﬂ.snmmﬁmm.

losurers - American “Intérnational..
Group Ine.. and Genera] Electric Co,'s
GE suranee Solntiong Corp. kept sell-
ing the policies, az did decades-alg my--
tual” ingurers, Like captives and rigk-ra-.
tention groups, mutaly are owned by -
their policyholders, bt in many ways -
they resemble conventional-insurers he-
cause policyhalders . can't be. forced io -
cough up more money if assets Tur short
in paying claims. And they, too, Taised
their rates sharply, Tueling. the -alterna-
tive insurance market . )

Whether the alternatiye vehicles will
be able to keep down Premium increases
Temains to be seen, It takes years for
medical-malpractice tlaims to work their
way through courts, sp “you may find a
ot of captives suddenly vamm:.mmmmn.ww
increasing losses coming to. Le paid;*
53y Stephan Christiansen, ‘Conring’s re-
search director, - o

In recent years, traditional insurers
have paid cut more in. claims than they
earned in premiums, Last year, claims
and related cosis totaled an estimated
3110 for every. dollar:.of Dremium -in-
come, down from §1.55 02001, according,
1o Robert Hartwig, chief econnmist of the
Insurance Information. Institute, Resnlts
have been aideq by high premiums, legis-
lative reforms Timiting damage awards
in some states-and. Tising interest raies,
which imprave investment Income, -

“This marketplace. in general willre:
twn o profitability in_2006,"-says.Chad
C. Earls, a eonsulting: actuary &b M-
man. Indeed, Warren Butfett, the- biltiop-
aire investor who hieads Berlishire Hathy.

Way Inc. end-is dnown for “picking’ up
bargain-priced investments,‘made d bet
o the seclor in July. y.acquiring Madij.

eal Protective-Corp GE whit.-




