
YOUR PROFESSIONAL LIABILITY BROKER,

IS PLEASED TO BE SENDING YOU, OUR 

MANY  OF  YOUR  COLLEAGUES  MAY  BE  IN  NEED  OF  OUR  ASSISTANCE.  PLEASE  HAVE            

THEM  GIVE  US  A  CALL  AT 800-508-1355.

THANK   YOU,
CHRIS ZUCCARINI

PRESIDENT
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  W HATÕS HAPPENI NG I N 2007
PRO MUTUAL

New  Jersey  – no rate change for 2007
Rhode I sland   – rate was not taken Sept. 2006
Con nect icu t  – Underwriting with strict guidelines
Pen nsy lvan ia  - filed and approved to write
business in 2007

MEDI CAL PROTECTI VE

Pennsy lvan ia – no rate changes since July of
2005, filed and received approval for a claims made
conversion policy effective 1/1/07
New  Jersey  – offering occurrence coverage
effective November 2006, higher limits available
for select specialties

PROFESSI ONAL CASUALTY ASSOCI ATI ON – NO  RATE

CHANGE  FOR 2007
20%  of  t he subscr ip t ion fee is being
returned as policies renew effective 1/1/07.
Effective 8/1/06 the subscription fee was
eliminated for new physicians.

that of protection from medical liability risk.

A QUARTERLY NEWSLETTER

WISHING EVERYONE A HAPPY

AND HEALTHY NEW YEAR !

IN THIS ISSUE:
- WHAT’S HAPPENING IN 2007
- RISK   MANAGEMENT : PATIENT  SAFETY  DRIVEN

RISK MANAGEMENT (SECOND   IN   A   SERIES)
- ASK  THE EXPERT: LOST,  STOLEN  OR  ALTERED

PRESCRIPTION   PAD

-NEWS RELEASE : NJ DEPT . OF  BANKING /
I NSURANCE                

PATI ENT SAFETY DRI VEN RI SK

MANAGEMENT: W HY I T I S NECESSARY
BY: JAMES B. COUCH, MD, JD, FACPE; PHYLLIS DECOLA,
MANAGER OF HEALTHCARE RISK SERVICES, PRINCETON

INSURANCE;
TOM SNYDER, VICE PRESIDENT OF HEALTHCARE RISK

SERVICES, PRINCETON INSURANCE

This article is the second in a series concerning how
Princeton Insurance will be working with you, our
policyholders, to become patient safety-driven risk
management organizations.  This edition will focus on
how this approach will differ from the complement
that of traditional risk management.  It will also get
into some of the benefits of this approach beyond

W hy is Trad it ional Risk  Managem ent  Not  Enough?  It is certainly no revelation to say that
the $2.1 trillion healthcare industry has never been under more stress, nor has it ever had such a
large impact on the rest of society.  The cost of health care is draining the U.S. Treasury and
preventing national investment in other equally important pursuits (such as educating our youth to
compete in a global economy and achieving energy independence).  Just as importantly, the cost of
health benefits have severely handicapped American companies’ global competitiveness.  Among the
“Big Three” (soon to be just “Another Three”) automakers, the cost of health benefits adds about
$1500 extra to the cost of each car produced vs. about an extra $200 for cars manufactured in
Japan, according to estimates by the National Association of Manufacturers.  Health benefits are
almost always a front burner issue in major labor negotiations, serving as a key strike issue which
may further cripple American competitiveness.

Despite spending almost 150% more per capita on health care than the median industrialized
(OECD) nation, the U.S. invests only about $0.43 per capita on health information technology to
improve the safety and quality of care.  This is less than one-tenth that of the next most frugal
nation and almost 500 times less capita than the United Kingdom. (Anderson, GF, Frogner, BK John,
RA, Reinhardt, UE Health Care Spending and the Use of Information Technology in OECD Countries;
Health Affairs; 25 (3): 819-31 (2006)).
(continued on page 2)
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(continued from page 1)
In fact, the U.S. only invests about 1% of it’s overall research dollars in an effort to identify,

evaluate and increase the utilization rate of interventions and treatment proven to be effective in
improving the quality, safety and value of health care according to Carolyn Clancy, MD., Director of
the U.S. Agency for Healthcare Research and Quality (Clancy, C., If We’re Spending so Much on
Health Care, Why so Little Improvement in Quality? Med. Gen. Med. 8(2) 2006).  A growing number of
leading health services researchers have come to agree with David Eddy, MD, Ph. D., regarded by
many as the originator and world’s leading expert of evidence based medicine, that only 20 to 25% of
medicine that is practiced is actually proven to be effective (Cf. Medical Guesswork: Business Week;
pp. 72-79, May 29, 2006; New York).

As pointed out in the previous article in this series, traditional risk management has involved
primarily the mitigation of claims and litigation support.  Even with proactive stance through educa-
tion and other interventions to prevent adverse events, the focus has typically been on improving
areas such as documentation, informed consent, and credentialing.  These practices are all very
important and it should be stressed that in no way will these be de-emphasized.  However, even
the optimization of these practices cannot improve significantly the 20 to 25% overall effectiveness
of the actual clinical care being delivered.

Even in the fairly recent past, these traditional risk management practices were often enough
to prevent (or at least minimize) the adverse effects of litigation.  Most people had no idea that 75
to 80% of the medical care they were receiving was ineffective.  However, now the proverbial “cat is
out of the bag.”  Internet technology, the push toward consumer directed health care, and the
Institute for Healthcare Improvement’s highly publicized and successful 100,000 Lives Campaign
have significantly raised patients’ expectations for effective care.  In the near future, patients
(especially the rapidly aging 78 million Baby Boomers) will expect their clinical care and that of their
dependents (for which they will be footing a much larger portion of the bill) to be much more than

20 to 25% effective.  So a much greater percentage of instances of ineffective care will result in
successful litigation.  Since traditional risk management practices alone can not appreciably improve
the overall effectiveness of clinical care, it will not suffice to head – off this new wave of lawsuits.

Patient Safety Risk Management: Meeting Multiple Stakeholders’ Needs:  Medical liability
companies’ traditional role has been to protect institutional providers and practitioners from cata-
strophic financial loss through the provision of insurance and litigation defense.  However, this role
focuses on the specific needs of just these two groups, and not those of other stakeholders (e.g.
purchasers, payers/plans, policymakers and most importantly patients).  In fact, this rather narrow
focus may actually be counterproductive to meeting the broader needs of these other stakeholders
to improve the quality, safety and ultimate cost effectiveness of health care delivery.  This occurs
by erecting perceived financial cushions (through insurance coverage) for intuitional providers and
practitioners.  These cushions could prevent these groups from really focusing on improving the
effectiveness of care, while providing a large pool of funds to patients/plaintiffs.  This may drive-up
the cost to purchasers and payers/plans, while also displeasing policymakers trying to provide better
access without raising taxes substantially.

The value of care provided through American’s health care system is as poor as it is because
of its unparalleled fragmentation among so many stakeholders with misaligned financial incentives.
Unless this country moves to a much more unitary scheme of reimbursement (a highly unlikely
scenario in the near future) those organizations serving the health care industry whose products
and  services accommodate the needs of the broadest range of stakeholders will be the most
successful.  This is true for medical liability companies as for any other group servicing the health
care industry and its many stakeholders.  All must focus not only on meeting their customers’ needs,
but also their customers’ needs to be successful.  A Patient Safety Risk Management approach
has as its primary (not incidental) goal to improve the clinical quality, safety and cost
effectiveness of care delivered to patients.  Patients Safety Risk Management complements the
more “quasi-clinical” practices of traditional risk management through the implementation of sys-
tems to ensure the delivery of best evidence based medical and preventive practices.
(continued on page 3)
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ASK THE EXPERT
In each publication of Princeton’s Risk Review, an outside guest or a member of the Princeton team of expert
risk management and loss prevention consultants will answer a question from a reader.
WHAT  SHOULD I DO  IF  MY  PRESCRIPTION  PAD  IS  LOST, STOLEN  OR  ALTERED?
Expert: Mary Jane A. Shevlin, MA CPHQ, Healthcare Risk Representative for Princeton Insurance

In accordance with the New Jersey Uniform Blanks Program (NJ AC 13:45A-27), licensed
prescribers and healthcare facilities shall notify the Office of Drug Control (NJPB Unit) as soon as
possible but no later than 72  hours of becoming aware that any New Jersey Prescription Blank
(NJPB) in their possession has been lost, stolen or altered in any way.  The NJPB unit can be reached
at 973-504-6558 .  In addition, an incident report should be filed in writing with the Office of Drug
Control within sev en  day s after such notification.  This incident report form is available from the
above office.

Under the same administrative code, all licensed prescribers and healthcare facilities are
required to establish and implement a security protocol for the storage, maintenance and distribu-
tion of these prescription blanks.  The objective of this regulation is to ensure that controlled
substances continue to be available for legitimate medical and scientific purposes while preventing
their diversion into the illicit market and abuse of prescription drugs.

As healthcare professionals and providers, we are
charged with the responsibility of preventing prescrip-
tion abuse and diversion.  Physicians have a personal
responsibility to protect their practice from becoming an
easy target for drug diversion.  They need to be aware of
potential situations where drug diversion can occur and
must put in safeguards to prevent this diversion; i.e.
making sure that prescription pads are not left
unattended and refraining form using pre-stamped
prescription blanks.

Pharmacists, on the other hand, must maintain
constant vigilance against forged or altered prescrip-
tions.  What does this mean to the pharmacist?  The
pharmacist who reviews the prescriptions prior to
dispensing may use the following screening criteria if he
or she suspects that the purported prescription was not
issued for a legitimate medical purpose:

· The prescriber writes significantly more prescrip-
tions (or in larger quantities) compared to other practi-
tioners in your area.

· The patient appears to be returning too fre-
quently.  A prescription which should have lasted for a
month in legitimate use is being refilled on a biweekly,
weekly or even a daily basis.

· The prescriber writes concurrent prescriptions for
antagonistic drugs, such as depressants and stimulants.
Drug abusers often request prescriptions for “uppers
and downers” at the same time.

· Patient presents prescriptions written in the
names of other people.

· A number of people appear, or within a short time
of each other, all bearing similar prescriptions from the
same physician.

· Numerous “strangers”, people, who are not regular
patrons or residents of the community, suddenly show up
with prescriptions from the same physician.

(continued from page 2)
This combined approach consti-

tutes a much more sustainable model
than the traditional measures alone
because of the benefits that flow to a
broader range of stakeholders.  As the
effectiveness of care improves, the
cost from poor quality (complications,
rework and other forms of waste) will
decrease.  This will please payers/ plans,
purchasers and policy makers. Patients’
outcomes improve and there is a
significantly lowered chance of adverse
events, patient injuries and successful
litigation.  In additional to protecting
institutional provider and practitioner
policyholder from preventable claims,
improving the overall effectiveness of
care meets their additional needs to
contain the cost from poor quality
(which, increasingly will not be
reimbursed) and position them to
succeed in a rapidly emerging pay for
Performance world.

Next in a Series: How to Get
Started in Patient Safety Risk Manage-
ment:  The next article in the Patient
Safety Risk Management Series will
cover the initial steps on getting
started to become a patient safety-
driven risk management organization.

(continued on page 4)
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GOV. ED RENDELL HAS SI GNED A BI LL TO CONTI NUE

THE ABATEMENTS FOR 2007  FOR PENNSYLVANI A DOCTORS

NEW JERSEY DEPARTMENT OF BANKING AND
INSURANCE
COMMISSIONER STEVEN M. GOLDMAN

EDICAL ALPRACTICE IABILITY NSURANCE UBSIDY AYMENTS RE N THE AIL
TRENTON – New Jersey Banking and Insurance Commissioner Steven M. Goldman

today announced that subsidies are being distributed to eligible medical prac-
titioners in certain high-risk specialties as part of an ongoing effort to
protect access to medical care for New Jersey residents.

The subsidy payments, more than $15.7 million to 1,272 physicians, imple-
ment an important section of the New Jersey Medical Care Access and Responsi-
bility and Patients First Act of 2004. The act – P.L. 2004, c. 17, sponsored
by Assembly members Roberts, Cohen, Weinberg and McKeon and Senators Vitale
and Lesniak – seeks to ensure affordable medical care for New Jersey residents
in part by offering assistance in the payment of medical malpractice insurance
premiums for physicians in certain high-risk specialties.

Practitioners and healthcare providers in the following medical special-
ties and subspecialties were eligible to apply for a subsidy from the Medical
Malpractice Liability Insurance Premium Assistance Fund (MMLIPA) to be dis-
tributed this month:

·Obstetric/gynecology (practices otherwise limited to gynecology alone are
excluded);

· Neurosurgery; and
·Diagnostic radiology (limited to radiologists who read mammograms. The

radiologist must be a New Jersey board certified or board eligible radiologist
and be certified as meeting the requirements under the Federal Mammography

Quality Standards Act

(continued from page 3)
Characteristics of Forged Prescription:
· Prescription looks “too good”; the prescriber’s handwriting is

         to legible;
· Quantities, directions or dosages differ from usual medical

         usage;
· Prescription does not comply with the acceptable standard

          abbreviations or appear to be textbook presentations;
· Prescription appears to be photocopied;
· Directions are written in full with no abbreviations;
· Prescription is written in different color inks or written in

         different handwriting
Know ing  t he above, here are some preventive techniques

that a pharmacist can use:
· Know the prescriber and his or her signature
· Know the prescribers DEA registration number;
· Know the patient, and
· Check the date on the prescription order.  Has it been pre-

          sented in a reasonable length of time since the prescriber
         wrote it?
(continued on page 5)

and regulations).
Payment amounts

are based on the aver-
age expenditures for
medical malpractice
liability insurance
among physicians in
the eligible special-
ties. Qualified
neurosurgeons will
each receive $17,821;
obstetric/gynecolo-
gists will each re-
ceive $16,006; and
diagnostic radiolo-
gists will receive
$5,753. This distribu-
tion achieves a pro-
portionate share of
the fund.
(continued on page 5)
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(continued from page 4)
Physicians receiving payments agree to practice in the state for at least two

years. “We are seeing more stability in the market as we enter the second year of a
three-year program,” said Commissioner Goldman. “The MMLIPA subsidy is one of the
key components of the medical malpractice insurance reform legislation.” Physicians
who were not eligible for the subsidy in the last two years will be included in the
review next year and some of those practitioners may be found to be eligible. The
fund is made possible through an assessment on state licensed physicians, lawyers,
employers subject to the state’s unemployment compensation law, and other medical
professionals, with
65 percent of the
fund dedicated to
premium relief. The
remainder is ear-
marked for hospital
Charity Care, NJ
Family Care, and
student loan reim-
bursement for ob-
stetricians and
gynecologists com-
mitted to practic-
ing in the state.
This past summer,
the Department of
Banking and Insur-
ance accepted ap-
plications from
practitioners who
are eligible for the
MMLIPA subsidy. The
department worked in
consultation with
the New Jersey
Department of Health
and Senior Services
in determining which
medical specialties
and subspecialties
were eligible for
assistance this
year.

(continued from page 4)
When there is any question concerning any aspect of the pre-

scription, the pharmacist should clarify the order with the physician.
If the pharmacist believes that the prescription is forged, altered, or
counterfeited, he shouldn’t dispense it.

In this particular case, he has an obligation to notify the local
police.  If the pharmacist believes that he/she has discovered a
pattern of prescription abuses, he should contact that State Board of
Pharmacy and the local DEA office.  Both DEA and state authorities
consider retail-level diversion a priority issue.

Hospital personnel with access to prescription blanks have to
follow the same precautions in safeguarding and storing them.  Some
hospitals keep these blanks under lock and key or some form of limited
access so there is easy accountability.  The growing prevalence and
impact of prescription drug abuse call for increased efforts to combat
and prevent it.  Yet this kind of campaign has to be waged without
compromising effective pain management and quality healthcare.

As healthcare providers, we must take a careful, balanced ap-
proach to combat the dangers of prescription drug abuse while ensur-
ing that patients have access to the benefits of drug therapy.

These two goals need not be mutually exclusive.  They can be
synergistically accomplished by sharing the responsibility for ensuring
that prescription medications, particularly pain medications, are
available to the patients who need them and for preventing these
drugs from becoming a source of harm or abuse.

Loose or routine dispensing procedures, without controls and
professional caution, are invitations to the drug abuser.

Proper controls against fraudulent prescriptions are best accom-
plished by following common sense, sound professional practice, using
proper dispensing procedures and maintaining good communication
between the local pharmacists and physicians.

Most drug abusers seek out areas where communication and
cooperation between health professionals are minimal because it
makes their work so much easier.

WE  APPRECIATE  WORKING  WITH  YOU.  PLEASE  CONTACT  US  WITH  ANY  QUESTIONS  OR  COMMENTS  ABOUT  OUR

NEWSLETTER  USING  THE  INFORMATION  LISTED  BELOW.  THANK  YOU.
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