
ncreases in medical malpractice premiums
and malpractice awards to plaintiffs have received
considerable attention in recent years. Noting the
substantial growth in medical malpractice premiums
in certain states, the American Medical Association
has declared 19 states to be in “full-blown medical lia-
bility crisis” and advocates tort reform to limit med-

ical malpractice damages. Congressional leaders and the Bush
administration have echoed those concerns in calls for feder-
al limits on malpractice awards.

The growth of medical malpractice liability costs has the
potential to affect the delivery of health care in the United
States in several ways. First, if growth in malpractice pay-
ments results in higher malpractice insurance premiums for
physicians, those premiums, along with the costs of litiga-
tion, may affect the size and composition of the physician
workforce (through their location, retirement, specialization,
and initial career choices). Second, the growth of potential
losses from malpractice liability might encourage physicians
to practice “defensive medicine,” ordering more tests and
performing more procedures in order to reduce their mal-
practice exposure. Defensive medicine could also cause a

reduction in care: rising malpractice liability could discour-
age physicians from accepting certain high-risk or uninsured
patients. Physicians may believe that the compensation for
treating such patients is insufficient to offset the potential-
ly much larger costs of being sued for malpractice. Third, to
the extent that the growth of malpractice premium costs is
passed on to patients through higher health insurance pre-
miums, increases in malpractice liability could affect health
insurance coverage and employment. Because most Amer-
icans receive health insurance through their employer, an
increase in an employer’s health care bill may result in a
decline in other forms of compensation (such as wages or
benefits) or a reduction in employment for those workers for
whom compensation adjustments are infeasible (such as
those near the minimum wage). 
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Those concerns prompt us to ask four questions:
� Are increases in medical malpractice payments 

responsible for increases in physicians’ malpractice 
premiums? 

� Do increases in malpractice liability drive physicians to 
close their practices?

� Do increases in malpractice liability change the way 
medicine is practiced by increasing the use of certain 
procedures? 

� Do increases affect access to health insurance? 
We seek to answer those questions by examining differ-

ences between states and over time in malpractice payments
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Evidence suggests that the malpractice crisis has more complex
effects than are commonly assumed.
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