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Tort crisis spreads, few signs ¢

But reforms enacted in some states did
spots in 2003.
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Texas tort reformvote sigrels loner liability

Physmans believe a constitutional amendment will ease the
state’s medical liability crisis.

By Damon Adams, AvNews staff. Oct. 62003,
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But for some doctors it's too late.
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ADDITIONAL INFORMATION:
Voters have spoken
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Texas Medical Assn. information on Proposition [2

(www.texmed.org/prop 12/yes.asp)
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PROFESSIONAL ISSUES

Physicians feel double-digit pain as liability
rates continue to rise

Some doctors are seeing higger bills than reflected in the raw
numbers as companies continue to eliminate discounts and
tighten underwriting.

By Tanya Abert AvNews staff. Nov. 10, 2003
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7% a year. reported that can be cqmpared with 2002 data.
netenon R ETED SR
manual rates in effect July | m million Imits.
The information collected from 40 insurance companies provides the
most comprehensive look at the amount physicians are paying for their
insurance. The report also offers a glimpse at what doctors can expect in
the coming year. And 2004 doesn’t look to be much better than its most
recent predecessors. About 83% of the companies surveyed believe they
will need additional large increases next year, according to the report.
Many ofthose companies believe those increases will be in the double
digits although they hope they won't be as high as they have been in
recent years.

"The rate survey shows what we expected,” said Larry Smarr, president
o fthe Physician Insurers Assn. of America. "And | agree with the
headline [on the report] 'No end in sight." "

Rates will continue to rise because they are based on losses that
companies pay out, and right now that number is rising 7% annually, he
said. On top ofthat, low interest rates force insurers to collect more

money through premiums.

But raw numbers don't tell the whole story’, Medical Liability Monitor
editor Barbara Dillard said.

More expensive, harder to get

In addition to increases in rates, physicians are seeing fewer discounts
than they once did.

"Discounts for risk management have gone away," Smarr said. So too
have dividends that physician-owned companies historically have

offered doctors to help offset premiums.

The Medical Liability Monitor survey also

580/00f notes that companies are increasingly

5 i _ requiring physicians to buy tail coverage that
IntGmIStS, Ob may once have been included in premiums and
gyns an that some companies are limiting corporate
general coverage.

surgeons saw

||ab|||ty "All of these things mean that a bill that an

i individual doctor is getting this year may be an
insurance even bigger increase for him than it looks on

hlkeS Of 10)/0t0 r urvey." Dillar i
ADhfrom 2000 e Pillard said

In addition, physicians are finding it more
difficult to find insurance.
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more than their counterparts in Los Angeles and ab-gyns in Dade County
paid 220.2% more than ob-gyns in Los Angeles.

At the State and federal levels, "We need tort reform* Smarr said

Back to top.

ADDITIONAL INFORMATION:

Pain scale
comparison of liailr ﬁ%ﬁte' ral SUroeons and
T R R o
most INCreases
* 1200 of nsurers] 100%or more.
* A0 )l 0
B
RS
Note: Percentages have been rounced.
Source: Medical Liability Monitor, 2003 Rate Survey
Back totop.
Taking the hit
Ofthe WNE h h;stg(_gﬂgilitg}ﬁlrarmraesfor .
AMA's list of
U e
A2 B Increase

Intermists

Horida (Dade County) ~ $56/53 $65697 1%
Michigan (Wayne County) $45,761 $80063  94%
linois (Cook County) ~ $3L722 $41238 I



General surgeons
Florida (Dade County) $174,268

Michigan (Wayne County) $107,139

S d p t)

Obstetrician-gynecologists
Florida (Dade County) $201,376

Michigan (Wayne County) $140,917

ASelpW a) $116,388

$226,542

$154,165

~31,348

$249,196

$154,165

$152,730

source: Medical Llablllty Monitor, 2003 Rate Survey

Back to top.

HOW [0W did they go

States with the lowest medical liability rates for specific specialties.

2002 2003

Internists

Nebraska $2,786 $2,786
Virginia /Richmond) $2,920 $2,920
Minnesota $2,700 $3,375
Genera] Surgeons

Minnesota $8,717 $8,717
Virginia (Richmond) $9,384 $9,384
Nebraska $9,474 J!9,474

Obstetrician-gynecologists

South Dakota $13,325 $14,662
Virginia (Richmond) $14,907 $14,907
Nebraska $12,674 $16,194

Increase

0%
0%
25.0%

0%
0%

0%

10.0%
0%
27.8%

source: Medical Llablllty Monitor, 2003 Rate Survey

Back to ton.

Copyright 2003 American Medical Association. All rights reserved.
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Medical Professional Liability Insurance

The Crisis Continues

Over the pest four yaars, ghysicians in many parts of tre
coutry and in many Soecialties have faoed large and
repeated inoreesss in their medical professiaal lishility
insurance (PLI) premiums. The inmpact of these rate
inoressss on patiats”aoess o care, though diffiault

1o qatify, sultnately pradicizble. With a sigiificat
proportion of payments constrained according to the fee
schedulles of public and prinvate payors,dhysicians who
cannot pess these asst inoreesss thirough 1o payors irsteed
look forways to limit treir kel lishility exposure inways
thet may tend 1o reduce patiats” aooess o medical Gare.

Although anecdotes and suney data document many
instancss inwhich physicians have shut down their medical
prectices tenporarily, stopped performing high usk
procedures, or permanently relocated their practicess (@O
interd 0 do ) in response o the PLI aisis, ratioal data
sts tend 1o be of limited value in quantifying those effacts
and the degree towhich they iInpair patiats” aoess O
aitical medical sarviess. Honvever, the best aaileble
evidence indicates the continuation of adverse laility
trads and trelr adverse impact on palias” aoess o ;e
Secifically, those conditions thet contribute 1o the aurrent
awsss, including escalation in jury avards, indemity
payments, and PLI premiums, have persisted or insome

Gees, further deteriorated. Ac the same tine, new evidence
lirks changes In the geagraghiical distribution of physicians
o \variation in lcal rtenviroments, hinting at the
retture of the relatioship between the way our kel system
apportions lichility for adverse medical outcames, on the
one hand, and patiets™ aoess to Gare, on the otter.

Escalating PLI Manual Rates cud Increasing
Geographical Rate Variation

Prysicians experienced a fourth consecutive year of lare
rate inoeesss that disproportionately affected seecific
secialties and markets, Markets instates ladking effective
tort reforms tended 1o exqerience both the highest rates
G&hibit D and the lagsst rate imaeeses. Though many
amiers raisd rates aacss dll gcialties, the lagest rate
inreesss In adsolute terms were experienced by secialists,
such as dstetricians/gyrelagists, who perform highrisk
procedures or serve-high risk populations. PLI ratss in
California, which has capped malpractice anards for
non-economic damages at $250,000 since 1976, have
remained far below those of otherwise comparable
markets in states that do not have caps on non-economic

damages (Bhibit 1),

Hedlh (are Frendd Trads is a periadic repart intended to provide tirely arglysis of a variety of netional ddlawidely usad lo shepe pdlicy and pdlitical debetes an
sodosooaic issLes of interest lo the AVA and the Federation. The feature tapc of this edition of Trats is Medicd Prdfessiondl Lighillity InsLrance. Far nore inforretion

visit our Vieb silo al www.anla-assn.org/90/heolthpolicy
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Exhibit 1: Manual Malpractice liability Slate Ranges by Specialty by Geography as of July, 2003

Low High

Intemists
Florida (Miami and A. Laueerdalc aress) $30,557 $65,697
Michigan (Cetroit areg) 33,514 50,063
Ilirois (Chicago ares) 27,836 41,238
Texas (Callas and Houston aress) 15,122 34,346
Pemnsylvenia Fhilacelphia ares) 24,546 29,667
Ohio (Cleveland and Cincinnati aress) 11,445 25,013
Nevada (Las Veges aen) 19,273 23,620
New York (New York City and Long Islad aress) 17,974 23,228
Califomia (Los Ageles) 9,510 12,668
General Surgeons
Florica (Miami and Rt Lauderdalle aress) 108,473 226,542
Michigan QCetroit ares) 106,839 14,165
Permsylvenia (Fhillacklphia areg) 100,119 131,348
Texas (Callas and Houston arees) 50,428 109,668
Ilirois (Chicago aes) 85,197 98,319
Ohio (Cleveland and Cincinrati arees) 44,256 93,064
Nevada (Las Vegas ares) 69,949 85,024
New York (New York City and Long Islad aress) 57,423 74,211
Califomia (Los Angeles) 26,600 58,830
Obstetricians/Gynecologists
Florida (Miami and Rt laudeidalc aress) 154,670 249,19
Michigan Cetroit ares) 133,913 154,165
Pemsylvenia (hillacelphiia ares) 128,114 152,730
Ilirois (Chicago aes) 130,035 147,023
Nevada (Las Vegas ares) 88,586 141,704
Texas (Callas and Houston arees) 71.611 131,601
New York (New York City and Long Islad areess) 95,837 123,853
Ohio (Cleelad and Cincimati aress) 60,138 120,275

45,530 77,814

Califormnia (Los Ageles)

Source: Medical Liabiity Monitor VA, 28, No. 10 Oat, 2003, Tosubsaibe or obtain aopes, call 312. M4.7900 or visit hipZ/mv.mimonilor.com.



Medical Professional Liability Insurance

escalated draratically, from less then $2.3 billlian in 1995

Increases in Indemnity Payments o over $7.5 billicn in 2001, reflectirg a cnulative inoreese
0f232% and an annual growth rae of 18.7%. The rate of
PLI cariers bese the premiums they charge physicias growth in indemity payments accelerated since the oset
prircipally on treir expected loss exqerience. Bhibit 2 of the cunrent aisis o an annual  rate of 26 . 3% over the
shows that U.S. claims kesses (indemity payments) have period 1998-2002.
Exhibit 2:

Payouts For Malpractice Liability Claims Have Increased Dramatically Since 1995

Indemnity Payments (billions)

Source: Best3Aggregates & Aerages, Property & Cesalty, U.S., 2003 Edirtion, page 334.



Increases in Compensatory Awards

Coinciding witli the growth in @amias” indemity
payments and the growth in the premiums they charge
physicians hes been growth in average medical Tichility
compensatory jury verdict anards (Bhibit 3). Though
most claims payments result from settlevent negotiatios
rather then jury anards, jury anards are a key predictor
of ssttlerent payments because claimants and defendants
use jury award information to estimate lichillity eqosure.
As jury verdicts rie, 0 then do settlenent payments rie.
Bxhibit 3 illstraes the steep recat inoreese iIn aerage
Jury anards. According to Jury Verdict Ressarth™®, as
reported in ilsmost recatt (2002) releese of “Current
Award Trends in Persoral Injury,” average jury anards,
excluding the cases won by defendants Gie., the $0 avard
@), grew atan annual rate of 15.7% from 1996-2001,

Some have suggested that inoreesss in the average

award yield an exaggerated picture of the kel system3
contribution  growth in PLI raes. They beliee that the
growth sowerstatedwhen the calaulation anits the Gas=s
won by deferdants. However, when one chooses to ook
at the average in consideration of dll aess, including those
won by defendants, one saes comparable growth rates.
This Barsistertwith data from the Physician Ineurers
Association of America, which show that the rate atwhich
physicians win those malpractice suits that go to verdict hes
been steble, atabout 80%, over the pest 15 years. So while
the argument may be effective at diverting attention from
the role of the judicial system in driving up clains asts,

it has no bearing on the onlly two factors tret are relevat
1o thaet isa.e; the lage Iinoessss In indemity payments
Ghibit 2) and the late rate of growth in average jury
anards, no matter how that growth rate scalaulated
Ghibit ).

more than doubling over the periad.

Bdnihili 3:

Mean Mediicrl Liability Compensatory Jury Verdist Awards, 1995-2001

$ Millions

1995 1996 1997 1998 1999 2000 2001

Mean Jury Award Excluding Plaintiff Verdicts i ; Mean Jury Award Including Plaintiff Verdicts
Qumuiaive govith 1996-2001 = 107.0% Qumulative groath 1996-2001 = 1070
Amua gronlh 1996 - 2001 = 1576 Amua groath 1996 - 2001 = 191%

Source: Reprinted with permission from 2002 Current Award Trends in Personal Injury by Jury Verdict Researd®.

Copyright 2003 by LRP Publicatians, 747 Drcsher Rd, PO. Box 980, Horsham, PA 19044-0980. All rigts resened.
For more information on this or other products published by LRP Rublicatios, please cll 1-800-341-7874, ed. 307.
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Insurers Continue to Lose Money on PLI

With claims payments risirg repidly, even large inoessss in
premiums are not enough o restore the medical malpractice
insurance business to profitability over the short nn.
Although the recent rate inoreesss have led to adeclire in
the industry rate of uprofitability, Bhibit 4 shows that
the combined ratio remains near itshistorically higest
(Gorsp) ked, with camias collectively having paid out SI.42
for every dollar of premium revenue they collected in 2002.

The loss ratics in Bhibit 4 exclude camiers’ performance on
investments in the cpital markets (orimarily in the bond
market). Though some have indicated that investment lossss
eplain the amias’ late rate inoeesss and uprofitzbility,
the fact B that treir retums on those investiments have been

Exhibit 4:

positive in every year and steble, ranging from4.5% t©
5.4% in each of the pest five years (AM Best Aggregates

& Averages, Property and Caaualty, 2003 Edition, p. 3%6).
This sconfirmed by the U.S. General Accounting Office,
whiich found in iits recatt report on the drivers of PLI
premium inoreeses that “hone of the (insurance) companies
eerienced a ret iss on inestments” (GAO 03-702,

p- 25) and ““irsuers are not charging and profiting from
ecsssively high premium rates” (GAO 03-702, p. ).

Because PLI irsurers must set treir rates in aonsideration

of treir investment income, the impact of these investments
510 loner PLI premiums, not raie them. Even with this
additioal stream of revenie, honever, tre failure of recat
rate inoreeses to catch up wirth escalation in claiims payments
ultinately portends future rate inoreeses, as Aarias attenpt
1o restore their PLI lires 1o pofrtzbility.

PLI Carners Continue to Lose JVioney on their PLI Business

200% .

Historical Medical PLI Combined Ratio

116%
106% 108%

153%

142%
133%

129%

Source: Bests Aggregate and Aerages: Property-Caaalty, U.S., 2003 Edition, p. 364.



The Influence of Tort Reform

In tre interest of presarving patiants” aocess o fhysicias,
some state govermments have tried to keep a lidon

grovth in PLI premiums through a variety of tort refoms.
GalifomiasMedical Injury Compensation Reform Act
(MICRA) provides the model that smost frequently
heralded by advocates of medical lishility reform.  Including
a $250,000 hard cap (no exgptias; not indexed far
inflatian) on non-economic damage anards, a slidingsale
for the contingency fees of plaintaffs” attomeys, a ollateral
source offsst rule, and other reform measures, MICRA hes
been in place long enough to provide a besis for gereral
inferences about the potential long-range impact of
certain tort refoms.

Exhabi$S 5:

Bxibit 5 shows a dramatic led ofvariaim in the rates of
grovth in total premiums for Califomia versus the rest of
the U.S. Since M I CRA was enacted in 1976, total medical
l=alit” premiums collected by licensad camiers throughout
the U.S., as reported by the National Association of
Insurance Commiissioners, grew at over three times the rate
they did in Galifomia. This comparatively low leel of
growth for Galifomia’s medical Teality” insurance premiums
hes culminated in the wide digarity” between the manual
PLI rates of Califomia and the PLI rates of those States that
ladk effective tort reform, as illustrated by the teble of rates

presented in Bxhibit 1

MICRA Has Kept the Lid on Premium Growth in California

$ Billim

Source: National Association of Insurance Commissioners Reports on Profitability by Line by State, 1976-2001.
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Long-Term Impacts of Liability and Loss Trends

Whi le escalating jury anards, indemity payments, and
LI premiums dl represat links ina causal dain, tre
ultimate outcomes of concem are tre qality of care
patiets receive and their aocess to that are. Numerous
peer-reviened academic studies document the adverse
impact of our medical lihility system both on medical
ast (Cefersive medicine asts) and on patient safety
(rids associated with defersive mediicine practiices; provider
incatives to avoid discloaure of dangerous errars and
system failuess). Honever, there hes been little hard
evidence ofa more direct rature regarding the inmpact

of lichility and loss trads on patiats’ aosss o cae, utl
raantly.

Access to Care: Beyond the Anecdotes

The relatiaship between inoessss in PLI ratessand
patiats” aoess o care sextrenely diffiait to qentify for
two reesos. A, existing data sstsdo not capture relatinely
aurrent information that can be used to discem how physi-
cias respond o inareesss in treir PLI premiums. Second,
conventional measures of patients” aocess 1o care arc nor
sysitive enough to detect inportant changes occurring at
the gecific ledls of individual gecialties within individal
markets. Utforturately, the absence of statistical evidence
of impaired aoeess to care hes been construed by some asan
indicator that impaiment of aooess hes not yet coourred.
Hownever, the alosence of eviidence need not be mistaken lar
the evidence of absenoe, and a recantt study by the Agency
for Healthcare Research and Qual ity helps to make the
conection between tort reform and s impact on patiatts”

axess o care more epliat.

The 2003 AHR Q study took advaritage of circurstances
that lend thamselves 1o a ratural experiment. In 1970,
before any states had enacted damage cgps for medical
lhilityanards, therewas an approximately even

distrib i of physicias per cpita between the group of
states that would eventual ly adopt damage caps and the
group of states that dill had not adopted caps by the year
2000. AHR Q examined how that distribution varied over
time between the two groups of states. Controlling far other
\variables found to iInfluence the supply of physicias, the
study demonstrated that by the year 2000, stateswith
damage caps had 12% more physicians per Gpita then
the group of states that did not enact damage c3s.



Update: Health Insurance Coverage and Costs

Growth in the Uninsured Population

Deta recently released by the US Garaus Bureau from its Quirernt
Population Sunvey, and illustrated in Bxhibit 6, show that the uninsured

population increosed from 41.2 million lo 43.6 million from 2001 lo 2002.

The 24 million increese represents the largest year-to-year rise in the
nurber of uninsured pecple over the pest ten years. The court of 436
million uninsured people isintended to reflect the number of pegde who
lacked health insurance throughout all of 2002. The total aso represants
the secord highest annual court in histary, and represents’ 5.2%00of the

Exhibit 6:
u.s. Uninsured populcvfiosi, 1987*2002

Millions

Source: U.S. Census Bureau Current Population Suney.

time over the period 1987-2002. Honever, 626 0f that 5 million person
dedine wes attributable to a chenge in the Garaus Bureaw's data cdlledion
methodology. The big picture take-away, honever, is that the robust,
high-einployment econamy of the US throughout the 1990s failed to
stemthe general trend of growth in the uninsured population.

The Cost of Health Insurance

O all the fadtars that drive growth in the size of the uninsured population,
the nost familiar to enployers are the inoreeses in the aosts of coverage.
The acet of hedlth insurance continued lo grow at double-digit annual rates
for the third consecutive yeer. In the most recent release of their annual

Note: The count for each year s intended to represant the number of individuals who were uninsured over the

antire term of each year3 one-year reference periad.

generd population of the US The nost noteworthy charadteristic of the
upnard trend in the uninsured population is that, thiough econaric limes

bath good and bed, it wes aimost unrelenting. The lone exoeption cooured

in 1999, when the uninsured population decressed for e one and only

Eployer Hedlth Berefits Sunvey, the Kaiser Faily Foundation and the
Heslth Research and Educational Trust reported that the average prenium
for enloyer-sponsored, family hedlth insurance coverage increased
13.%% from 2002 lo 2003, to $9,068.



Medical Professional Liability Insurance

Changes in the Characteristics of the Uninsured

QL perheps even greater concem lo palicymekers are the dranging
cheratteristics of the uninsLred population. Bihikit 7 shows thet, e
1993, the fastest groning segrerts of the uninsured population ore
comprisad of those who reside in middle- and upper-income househdlds.
Although the mejority of the uninsured ore till merrbers of lowincone
househdds, the nurbei of the uninsured who are merrbers of househdds
with annual incanes of less than 525,000 actually decressed by 1%60ver
the pest 10 years. Accarding lo the Netional Garter for Pdlicy Arelysis,
"about three-quiarters of the rise in the number of uninsured over the pest
four years hes been among hausehdds eaming more than $50,000 per
year, and amost half of thol hes ooourred anong househdds eaming nore
then 575,000 per year. In fadt, amost one third of the uninsured now live
in househdds with annual incoes above $50,000 and ore in five live in
househdds eaming nore than S75,000." These findings appear to inply
that enployment, which is directly related lo househdd incone, hes care
lo corfer less and less pratection over recert years against being uninsured.

Thv supposition is corsistert will, a recert study, "The Groning Sere

of Uninsured Workers Bnployed by Large Finrs,” released by the
Gomonnealth Fund in Gatdoer 2003, The rein finding of the study wes
thet in 2001, 26% (aost 10 million) of the uninsured population worked
for large firms (i.e., firms with 500 o nore enployees) or were

Exhibit 7;

dependants of workers erployed by large firms. The study also found
tha coverage rdes for errployees of large fimrs fell from 75%6to 68%
between 1987 ond 2001 It would appear thet, over time, enployment by
alarge firm dso hes beoone less and less of aguarantee of having hedlth

insurance, purticulariy for those enrployed in lovvwege jaos.
Policy Implications

Qe inportant hypathesis is consistert with the: preceding findings about the
econarvic context of the growth trend in the uninsured population and the
dheracteristics of the uninsured population: the link between enployrrent
and sporsarship of coverage may irpose a significant hindrance to any
policy initiative intended to reduice the uninsured population. Furthermore,
that barrier may be in ihe form of a progressively dedining upper bound lo
the proportion of the population thet is able lo dbtain health insurance.

Praposdls that aim to substantialy reduce the size of the uninsured
population moy have little prospedt for suooess unless they incorporate
mechanias for noving anoy from the link between hedlth insurance ad
enployment. The AVA proposal for hedlth insurance reform recognizes this
inportant principle ond thus its strategy foouses on enponering petients
with the resourass; authority, ond opportunity lo dhoose between individual
and enployer-sponsored options for health insurance coverage.

Change in the Uninsured Population by SSousehoid income, 1993-2002

<$25,000

$25,000-50,000

114%

$50,000-75,000 >$75,000

Source:  U.S. Census Bureau Current Popullation Suney, as presented in National Center for Policy Aralysis

BriefAmalysis No. 460, Oct. 7, 2003.

Note: The aurrent distribution of the uninsured population by household income segrents, from lanest o

higest, 534%, 34%, 16%, and 17%, regoectively.



Data Sources and Descriptions

Professional liability insurant

AVASINey Deta - The AVA with the assitance of 33 state/spedially
medical sodeties, recently conoucted a Notional Physidan Survey an AU,
in which a national random sane of physidans reported their intentions
for adapting their pradices in response to increeses in their AU premiurs
(p.!). Detailed findings from the survey are posted on the Hedlth Pdlicy
pege of the AVIAs website (http:/AMmwv.oma-assn.org/amal/x-ama/
up'oad/mm/363/plisurnvey2003.pdf) on a for-members-only besis.

Medical Liability Monitor (MLM) -MLM pubishes annually updated
menudl rates for three gpeddlties - internal medidne; general surgery;
abstetrics/gynecdlogy - reflecting the rridde and extrees of the role
dass risk spectrum (Bxhibit 1). Rdes are further stratified by State o
subdate distrid and carrier. The manual rales, reflecting meture
daims-mode pdides with SIMVWS3MM coverage limits, are a proxy
for premiums. MLM data do nat reflect variation in premiuns thet is
due to surdnarges for adverse dains experience, and they do nat reflect
dsoourts due to qualifications, affiliations, or exdusions from soge

of covered pradiice.

AVIB=2t Aggregetes & Averages, Property and Casually-AM Bt trads
the finandal performance of individual insLrance carriers by line besed on
the informetion licensed carriers provide in the financial staterrents they

file with the Netional Assodation of Insurance Gomrissionars. Best publishes

its findings, induding aggregate losses (Bxhibit 2) and camhined ratios
(Bxibit 4), at the product line levd, in its annually corrpiled Aggregates
& Avrages.

Jury Verda Research (MR Repuliis- MR tradks professiond liahility
indermity peyments through annual reports of mean and median
settlemrents and anerds (Fxhibil 3) besed on the sanple of jury verdict
reports contained in its proprietary detabese. MR data warrant careful
interpretation. They are besad on asanple of verdict reparts thet,
according to MR adequiately reflect jurisdictional variation in anerd ond
settlerrent anounts. They are nat pedific to Speddties and they do nat
separately acoourt for anard and settlenent armourts attributable to
physidans, institutions, and nonphysidan pradtitioners. Redudions of
anords on apped or negatiation arc not reflected in the deta. Although
lime lags between alleged ooourences and payouts (eg., 1999 median for
all melpractice dains wes 45 nonths) are significart, the effect of these
lags on current conditions is urknown.

Physidan Insurers Assodation of Arerica (FIAA) - This organization is a
trade assodation of more than 60 medical AL corparies oaned and
operated by physidans and dentists. Gallediively, these coparies cover
about 60%of US private pradice physidans. FAAdata are spedific lo
the physidan conponert of AU indermity peynrents. The aodts are aciud,
not besed on praxies, estinetes, or preliminary judgents. The historical
defendant win rale of 80%wes calouated on the besisdl - lata from
exhibits 642 and 624 of the AAA daim Trend Ardlysis, 2002 Exdition
PAA dairrs trend data are bosed on asurvey of about 20 of its member

cariers.

US Gerera Aoccounting Cffice (GAO) - The GXOis an agercy of the
federal govemment that exanines the use of pubic funds, evaluates
federal prograns and adiivities, and provides andlyses, optiors,
recommendations, and other assistance to help the US Gogess meke
effective oversight, pdlicy, and funding dedsias.

National Assodation of Insurance Gommissioners (NAIQ) - NAICreparts
profitability messures by insurance line for licensed camiers, aggregeted

to the state and national levels (Bxhibit 5), in its annual Repats an
Profitability by Line by Sele. These voluntarily reported deta are estineted
lo reflect 9% of all premius wiitten in the Lhited Sdes. They edude
financial data of self-insured heslth plans, estimeted by ane private source
lo accourt for more then half the total morkel. Atthough they are spedific
to the medical AU produd line, these measures of profitability are bosed an
lossss that indude payouts an behalf of physidans and institutions. Caution
is aoMised when drawning inferences about the physidankspedfic segrent

of the ALl industry.


http://www.oma-assn.org/amal/x-ama/

Medical Professional Liability Insurance

Agency for Hedlthcare Research and Quaity (AHRQ) - AHRQis the hedlth
senioss research am of the US Department of Hedlth ond Himen
Senidces. AHRQ spedidizes in mejor aress of health aore research induding
quality improvement and peatient safely; outcones ond effectiveness of
care health care organization and delivery systens; ond hedlth care aodts
and souross of payment. AHRQs July 2003 study tilled "The Inpect of
Sate Loss Liniting Melpradtice Anerds on the Geographic Distribution of
Physidars,”" usad muitivariate regression techriques lo isdlate the inpect
of tort reform on physidans' daice of pradtice location.

Health Insurance Costs and Coverage

Qurert Population Sunvey (@) - The annual March Supplenert: of the
US Gass Burealis 5 the source of official US tatistics on hedlth
insurance coverage (Bxhibits 6 and 7), is o survey of 60,000 househdds.
Responderts are asked if they hed any of various types of private or pubdic
hedlth insurance in the previous calendar year. Snce 2000, if they ansaer
"'no" for every type of coverage, they are then also asked to verify thal
they hod no coverage at any time during the previous colendar year. Tre
effect of adding this verification question lo the survey wes lo decreese the
1999 court of the uninsured from 421 million lo 39.0 million. The GSis
relatively tirely, statistically relisble, and can be highly stratified due to
the extrermely large sample size. The Gongressiondl Budget Office (CBO)
Speculates that FSoverestinretes the nuber of people who are uninsured
all year, indicating that the S estinete nore dosely trad<s other sunveys
estinetes of the number of uninsured nl a given point in time, rather

then their estinetes of the nuntber of people who laded coverage for the
entire year.

Kaiser Farmily Foundation/Health Research ond Educational Thust
(Kaiser/HRET) Brployer Hedlth Benefiis Amnual Survey-This sunvey
Vields time-series data regarding enployer-sponsored hedlth insurance
aEss take-Up and coverage rates, preniuns, and Han daice Saidics
are typically stratified by such varighles as enloyer share, firm size ad
geogaphy. Estineted average aet of errployer-sponsared hedlth insurance
coverage is besad on coverage for a family of four and refledts preniuns
axoss al plan types (i.e., conventiond, HVD, FRQ and RCH.

Noational Gerter for Pdlicy Analysis (NCPA- The NJPAs a nonprofit,
nonpartisan public pdlicy research organization, established in 1983, Tre
NIPAs godl is lo develop and promote privote altematives la governmernt
regulation and contrd, solving prodens by relying an the strength of the
conpetitive, entrepreneurial private sedar.

The Commonwedlth Furd - The Fundis a private foundation that supports
independent research on hedlth and sodd issLes and nokes grants lo
improve hedlth care pradtice and pdlicy. The Fund is dedicated to helping
peodle becore nore informed about their hedlth care, and inproving

care for wuinerable populations such as children, elderly peadle, loasincore
families, minority Americans, and the uninsured. The Funds nolionadl
program arees are inproving health insurance coverage and aoesssto
aore and inproving the quility of health care senices.
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Medical Malpractice Myths vs. Truths

Myth OL: The only thing that Governor Bush and reform proponents warnt are caps.

Realtylt%wamr Busis relormpsdqagelfgbssedmlrnﬂ)recn"merthl olti‘eGgHm‘sTaw
Force! ersawrpel"erﬂvegmrm o] enhance physidan disapline,
stahlize the insurance merket, mess in Ia\/\zsu%y pl

NMh*Z' People hurt In medical mishaps would be limited to 1260,000 In conrpensation.

. Governor Buehe onyhess noneconanic
SJ:] ard curentlywi delly Ecdunmp (the %persorrs nedica g@/s lost
W reining potemtﬂz will rerreln unlimited and d bedsmbuted
betied up In court battles over non-econarmic dameges.

Myth#3: Trial lawyers oppase caps because caps take noney from injured parties.

Reality: Non-econorric agg'lﬁcat source of incoe for trial Ia/wers Taﬂay Inured
lars

paﬂe%freoavele&tfm@wfﬁe dfr(xnlrﬂrameowea%
receving most of the rest. Ir]LredpenJeszI recaive Tair conmpensation ore QUi ymderthe
Covermnar's proposdl.

Myth (M Cops on non-econaric dameges don't lowor rates or protect healthcare.

Reality: Caps meke losses more predidialde, bringing risk stabiility for Insurance rates. The retionally
recogized actuarial ﬁrmMIIman USAsaid paynents for nor-econarvic drraﬁg‘are ‘one of the primery
chvers* of Honda's arisis. Ataskforoeoflrtbperdat unversity leeders ched the cp as an Inportart
factor Inlowering rates and protecting hedlthcare availatlity.

Myth 96: The Governor's reform package will not lead to insurance rale rollbacks.

Reali n XP/orate ralbeck If lanmekers relom pedege intad. The
stdeéylarg&st medical ||ab|||§ insurer rag aready committed lo cxrr}g?t\?m the rdllbeck

Myth #6: Mandatory Insurance Rale Rollbacks, nat Caps, stabilized the merket in California.

Reali none(xnm In Califomia in 1975 and were d
ty i(m Avyes lat 11‘eenurt0bclJI”nIages pameddqpedaﬁ u*rvsstablzed.'I‘neq:hEI
rae rdlt£d<dkfnlta<ee‘fed until 1989, Bythan, o I-S\Ae‘ealrtodylo/\er premurs were more stalle
and insurers wore retuming savings lo
ethe fed thet Califomia hes nore thentwice as Hhes
Daspt et CAl manypa:u ar% aqmarm‘ely

ical nelpradtice cates and pays Intddrgarrs
of47°/qV\he Hm(hmjmlmeaseof

H‘on]%ltommlfaﬂamjml In

whopping 141% Dnngthe aema periad, the ol paddairns in Cdliformia drapped by 25% V\hIe
Harida hed anincresse of 822

Myth 97: This crisis Is caused by bad or Inconmpetent doctors.

Reality: year In Hm(bl aeou ol 18d0dors Issued In high+isk spediatties like neurosurgery or
OJ/Q/n neaﬂ everycbd t sued The legdl dimete is to barre - frequency of dains and 'per
premiun IperF|m dodors are 38%and 50%higher than nation: 10verage, respedively.

Myth #8: Bad stock merket Investrments by Insurers are the cause ol this crisis.

Reallgr In F|cnda, nsurance copanies can invest anmexinumol 159%0f their aesets inthe slodk
theStod(r%ketsIarg&st nedical FedSyinsurer hes nat hed more than 910 ol ore percent Invested In
s[ince 19%6.

Myth (H Propased rollback will only decrease rates lor physicians In low risk specialties.

Reality. The Govermnor's It Intended lo give savingsto Bl jdties. The dlate's | insurer
tyeaoy Fg\ggllrgseqﬂly |ng\eeed1 spmrgsdly a%Jter?e(h/enﬂ\dl mar%geﬂto

dﬂler‘ge all Insurers Io dothe tame.

Myth /10 Horida citizens don't support reasonable caps on medical liability anerds.
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