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PurPose How much dots medical malpractice insurance add to the nation's
health care costs? What are physicians and hospitals paying for mal-
practice insurance? How much have costa increated and how do they
vary? The lack of sufficient data to answer these and other quest;ons is
hanwering effortS by the Congress and others to determine how to
addrest the concerns of health care providers about the high ecist of
insurance.

GAO made this review at the request of Representative John adward
Forter and Senator John Heinz, Chairman, Sonate Sptcial Committee on
Agfrig, to develop current information on medical malpractice issues,
including the cost of inSurance for physicians and hospitals.

Background The cost of medical malpractice protection for physicians and hospitals
consists primarily of premiums for purchased insurance. For hOSpitalS,
however, the costs of malpractice also include contributiona to self-
insurance trust funds and payments made from general revenues and
reserves for uninsured malpractice losses.

Malpractice insurance is but one of a number of expenses incurred by
physicians and hospitals in doing business. Its cost can be put into i*r-
spective by viewing it individually and in comparison to total expenses
and income.

To obtain data on malpractice insurance costs, GAO asked (1) leading
insurers in all States arid the District of Columbia to provkle premium
quotes for selected physician swialties as of July 1, 1985, and (2) a
nationally representative sample of nonfederal hospitals about the
sources, coverage limitS, and costs of their malpractice insurance. GAO
also obtained and analyzed data from the American Medical AssOciation
on physician gross income and practice expen.Ws, including malpractice
insurance, for self-employed physicians and from the American Hospital
Association on hotpital total expenses and net revenues.

Gact analyzed the hospital data in terms of cost Per inpatient day, a com-
monly used measure for hospitals.

Results in Brief Prom 1983 bb 1985, total medical malpractibe insurance costs for physi-
cians and hospitals rote from $2.5 billion to $4.7 billion. The letr-percent
increase in physicians' malpractice insurance costs and the 57-pereent
increase in hospitals' costs for that p*.rkxl are Wth much greater than
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Executive Sumnwry

the change in either the consumer price indek or the medical care index,
which increased by 8 and 13 percent, respectiveiy. The medical care
index is an element of the consumer price Mdex relating to the cost of
providing medical services. Indications are that insurance costs for phy-
sicians and hospitals will increase substantially in 1986.

.Total malpractice insurance costa for physicians mcreased from $1.7 bit
lion in 1983 to $3A billion in 1985. These costs varied widely by spe-
cialty, by state, and within some states. As a percentage of total
professional expenses, malpractice insurance costs,_ which averaged 7
and 9 percent for all self-employed physicians in 1982 and 1984, respec-
tively, are relatively small in relation to other expense items, such as
nonphysician payroll and office expenses. However, from 1982 to 1984
malpractice insurance costs increaaed at a greater rate than did the
other expense items. The highest premiums for medical malpractice
insurance for physicians are primarily concentrated in high-risk special-
ties and in Florida, lilinois, Michigan, New York, and the District of
Columbia.

Total malpractice insurance costs for hospitals increased from $800 mil-
lion in 1983 to $1.3 billion in 1985. These costs varied bylocation and
size of hospital and increased more than total expenses,. During thiS
same period about 1,920 hospitals increased their coverage limits. The
effect of the increaw in hospital malpractice insurance costs was com-
pounded by a reduction in total inpatient days over ti-ge same period. As
a result, the revenue base for recovering thes ... czsts has been reTduOed.
Average inpatient day cost attributable to malpractice insurance, how-
ever, was abbut 1 percent of the average inpatient day expense for hos-
pitals in 1983 and 1985.

GAO's Analysis

Physicians' Costs Varied
Widely

The July 1, 1985, premium quotes GAO obtained from the leading insurer
in each state and the DiS,trict of Columbia showed that the annual wit
of insurance varied widely by specialty and location. For example, for
the same coverage limits and Wk.,/ type, obstetricians/ gynecologists in
Utah, upstate New York, and Long Island, New York, would have paid
$13,376, $30,818, and $68,116, respectively. In contrast physicians in
the same three locations with the same coverage limits and policy type
who practiced internal medicine and performed no surgery would have
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paid $2,015, $6,069, and $13,413, re-spbctively. Insurance costs for
obstetrics/gynecology increased more than those of other specialties.
From 1982 to 1984 (the latest year for which data were available from
the American Medical Association), average inturanee costs for self-
employed physicians increased by 45 percent, with increases ranging by
wecialty from 21 percent for pediatrics to 72 percent for obstetrics/
gynecology.

Premiums Are a Small Part
of Costs and Income

Premium costs rank fourth on the list of five major expense itema for
self-employed physician& These items are nonphysician payroll, 33 per-
cent; office expense, 26 percent; mCdical supplies, 11 percent; malprac-
tice professional insurance, 9 percent; and medical equipment, 6 percent.
Premium costs increased more than any of the other major cost ele-
ments, with increases ranging from 1 prcent for nonphysician payroll
to 45 percent for malpractice insurance. As a percentage of gross
income, premium costs varied by specialty and ranged from 2 prcent
for internal medicine to 8 percent for obstetrics/gynecology.

Hospital Daily Inpatient
Costs Almost Doubled

From 1983 to 1985, the average hospital malpractice insurance cost per
inpatient day increased by 85 percent==frOm $3.02 to $5.60. The inpa-
tient day cost of malpractice insurancewas determined by dividing total
malpractice insurance cost by total inpatient days. During the 1983-85
p-eridd, total inpatient days decreased by about 13 percent from 267 mil-
lion to 232 million, while total malpractice insurance costs increased by
about 57 percent from $849 million to $1.336 billion. The increase in
average inpatient day Malpractice thsurance costs over this period iS
much greater than the 26-percent increase in expenses per inpatient
day, which rose from $392 to $494.

The range of malpractice insurance costs and the imount of increase per
inpatient day varied considerably. In 195, for example, abbut 49 per-
cent of the hospitals had malpractice inturante brigs of $3 or less, while
12 mrcent had costs of more than $10 per inpatient day. Although
changes in inpatient day costs from 1983 to 1985 varied widely, about
39 percent of the hospitals had increaes in inpatient day costs of 100
percent or more from 1983 to 1985.

Hospital Go-sts Varied by
Size and Region

Average inpatient day malpractice insurance-mita varied by region and
size of hospital. The smallest hospitals (under 50 beds) have the lowest
cost, and the largest hospitals (500 beds and over)generally have the
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Emiciitire Flummery

highest costs. However, hospitals with Very large percentage increases
in malpractice insurance coSts between 1983 and 1985 were concen-
trated among the smaller hospitals (under 50 beds). For example, about
38 ircent of the hospitals experiencing increases in average inpatient
day insurance costs of 200 to 299 percent had under 50 heds.

A numlrm of hospitals also provided conunents indicating that while
insurance costs were rising, the revenue base over which these costs
could be Spread was cWcreaSing as inpatient days declined and new cost
containment regtdations or eligibffity restrictions were initiatd by the
states and the federal government. This put them in a "squeeze" situa-
tion, in which they were not able either to absorb the premium cost
increases without adverse effects on operations or to pass on the
increases to patients or other purchasers.

This report contains no recommendations.

GA0 did not obtain comments on this' report.
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Chapter 1

Introduction

At the request of Representative JoIm Edward Porter and Senator John
Heinz, Chairman of the Senate Special Committee on Aging, we under-
took a review of medical malpractice issues. The objectiveS of our
review were to develop information for the Congress on:

1. The views of major medical, legal, insurance, and consumer interest
groups about the existence and nature of any current or impending mal-
practice problem.

2. Alternative approaches to resolving medical malpractice claims.

3. The economic costs attributable to medicalmalpractice, primarily the
direct costs of malpractice insurance for physicians and hoSpitals.

4. The medical malpractice situation in six selected states (Arkansas,
California, Florida, Indiana, New York, and North Carolina).

_ _ .5. The character aistics of national sample of malpractice claims closed
during 1984, including the allegations of negligence leading to claims,
severity of injuries, economic losses of injured patients, compenSation
paid, and time required to close the cases.

The first in a series of report8 we plan to issue on these matters, Medical
Malpractice: NO Agreement on the Problems-or-Sokitiont (GAO/Rao-86-
50, Feb. 24, 1986), focused on the views of major interest groups con-
cerning malpracticeproblems and alternative approaches to resolving
malpractice claims. That report presented the perception of health.care
provider organizationi that the high cost of medical malpractice insur-
ande was a major problem. This report presents information on the cost
of malpractice insurance for physicians and hospitals. Later reportS will
provide information on the current malpractice situation in the six
StateS and the characteristics of malpractice claimS closed in 1984.

Background There arelSoth direct and indirect costs associated with medical mal-
practice. The direct costs are primarily related to the cost of malpractice
insurance.*The indirect costs include (1) the lost productivity of physi;
cians defending against malpractice claims, (2) the reduced access to
care when physicians discontinue practicing in certain locations and
specialties or refuse to perform certain procedures, and (3) the
increamd cost of health care resulting from the practice of defenSive
medicine.
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13



Defensive Medicine Defensive medicine has been defmed as:

"The alteration Of modeS 6f Medical practice, induced by the threat of liability, for
the principal purposes of forestalling the possibility of lawsuits by patients as well
as providing a good legal defense in the event such lawsuits are instituted."

Health Care proVidera resronding to the threat of malpractice litigation
may (1) perform additional diagnostic tests andjor treatment proce-
dures, (2) maintain more detailed patient recordS, (3) increase the
niiniber of follow=up visits bypatients, and (4) spend more time with
patients. The Aasobiation Of Trial Lawyers of America has stated that
this type of "defensive medicine" is merely Careful medicine. The Amer-
ican Medical Association (AmA), on the other hand, has stated that theae
Prattle-ea are not dictated by medical need but by the perceived need to
reduce the risk of incurring a malpractice claim. As such, they state,
these practices are of marginal benefit to patients and do not justify_the
added Cost. The threat of medical malpractice litigation may also induce
some physiciant to refuse to perform certain high-risk procedures; to
change their specialty or the location of their practice, or retire early.

The coat of defensive medicine is impossible to quantify with an3r degree
of confidence because of the difficulty in developing a sound method-
ology to isolate "defensive" practices from medical care provided for
good clinical reaaons. In 1985, AMA estimated the annual cost of defen-
sive medicine to be about $15 billion.

Elements of Malpractice
Insurance

Moat health care providers (physicians and hospitals) purchase profes-_
sional liability insurance ta protect themselves from medical malpractice
claims. Under the insurance contract, the insurance company agrees to
accept financial resppnsibility for parking any claims up to a specific
limit of coverage during a fixed period in return far a fee. The insurer
investigates the claim and defend§ the health care provider. However, in
addition to or in place cif purchased insurance, some hooitau Self=
insure all or part of their medical malpractice risk; Others make no
formal provision for coverage but pay losss as they are incurred from
general revenues and reserves. Insurance companies buy reinsurance
from other insurers to cover potential losses that may be too large for
the individual company to absorb.

litpoit of the Secretary's Cornmission-on-Metheal-Malpractiee, Weliattiiient bf Health, Education, and
Welficre; 1973;
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Chapter
Itititklaction

Variation of Rates

Types of Policies

Zarao

Malpractice insurance rates for phySitiartS Vary by specialty and geo-
graphic location and generally increase in proportim to the amount and
complexity of surgery performed-. Rates may vary froM State to state
arid within a state; For rate purposes; inSiirance Companies usually
group physician svecialties intO diStinct classes; Each class representS a
different level Of risk for the company.

The number and composition of rate- clas-Ses may vary from company to
company. For example, the St Paul Fire and Marine Insurance Company
uses 8 rate_classes for physicians, whereas the Medical Liability Mutual
InSUrance Company of New York uses 14. Rates are typically deter-
mined based on the claims experience Of the class rather than that of the
individual physician. SOme inSurance companies assess a surcharge, in
addition to the standard rate, for physicians With ati Unfavorable mal-
practice claims experience.

Malpractice insurance rates for hospitals are frequently based on the
Malpractice loss experience (in term of ritirribeit of claims filed and the
amount per paid claim) of the indiVidual hospital. For example, in deter-
mining its rates, the St. Paul Company includes a factor tO adjust its
Standard rates for each hospital's historical malpractice loss experience.

MalpraCtice insurance is written on either an occurrence or a claims-
Made basis. An occurrence policy -covert Malpractice events that
occurred during the policy peridd, regardless of the date of discovery or
when the claim may be filed. A claims-made policy covers Malpractice
everitt that occurred after the effective date of the CoVerage and for
Which claims are made during the polity OeriCid. Premiums for claims-
made policies are generally lower at first because the risk exposure to
the insiirer is lower, but premiums increase each year the health care
proVider is covered until the 5th year, when they mature or stabilize.

Generally, even if the expected number of claims and size Of awards/
settlerfients were the same for both polity forMS, the occurrence rate
Will be higher than the mature clainiS4tiade rate for identical limits of
coverage. This is tecause the uncertainty involved in projecting losses
that will not 1* reported for some years into the futUre (Occurrence
pOlicy) is greater than that involved in prOjecting losses to be reported
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in the current year (claimt-made policy).2 According to Joseph B. Nardi,
President of the St Paul Medical Services Division, claims-made pricing
it more accurate because it is based on claims already reported to the
company, whereat the pricing of an occurrence policy is based not only
on known claims, but also on speculative projections of claims yet to be
reported in a legal environment yet to be experienced.3

To cover claims filed after a claimt-made pOlicy has expired (such as
would occur when the health care provider changes insurers or discon-
tinus providing medical tervices), the health care provider may pur-
chase insurance known at a reporting endorsement or "tail" coverage.
The St Paul Company has stated that it bates the cost of tail coverage
for physicians and hospitals on the rates, and thus the legal environ-
ment, in existence when the coverage is purchased.

Typically, medical malpractice insurance policies have a dollar limit on
the amount that the inturance company will pay on each claim against
the insured (per-occurrence limit) and a dollar limit for all claims
against the insured (aggregate limit) for the policy period, usually 1
year. For eicample, limits of coverage of $1,000,000/$3,000,000 mean
that the insurer will pay up to $1,000,000 on a single claim and up to
$3,000,000 for all claims agadrist the insured during a policy year. The
higher the limits of coverage, the greater the cost of the insurance; how-
ever, cost does not increate in direct prorortion to increasing limits of
coverage. Small or moderately sized claims occur more frequently than
do very large claims.

Health care providers may imrchate medical malpractice insurance cov-
erage in layers from different sources if the limits required by state law
or &Sired by the provider cannot be obtained from a single source. For
example, some Statet have patient compensation funds or catastrophic
loss funds, which work in combination with insurance purchased from
an insurance company. Physicians in Pennsylvania, for example, are
required to have $1,200,00043,600,000 in malpractice coverage. The
first $200,0004600,000 it obtained from an insurance company, and
the next $1,000,000/$3,000,000 from the State-operated catastrophic
lots fund. A Fennsylvania physiciar desiring coverage beyond the

2Myron F. Steves,_ Jr., "Medical Profttikitial Liability" frOm Professlorutl Liability in the Eighties A
monograph published by the Society of Chartered Property and CaStialty Undeilviiters, Fail 1983;

pp. 1&100.

3"Physician and Surgeons' Update," St. Paul Fire and Marine IiiiiitanceCompany, 1984; p. 3.
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Deductibles

required level would then have the Option of purchasing additional
limits of coverage froni the Sarre insurance company writing the
$200,000/$600,000 limits or from another company.

Because small and mOderately sized claims occur more frequently than
very large claimb, insureds who assume a portion of this risk through a
deductible can reduce their insurance premiums. Under a policy with a
deductible provision, an inturer is liable only for losses in exceas of a
stated amount up to the policy limits. For example, if a hoSpital incurred
a $300,000 malpractice loss while insured under a $1,000,000 per-
Occurrence policy with a $100,000 deductible, the hospital would pay
$100,000 of the loss and the insurer would pay $200,000. Generally, the
higher the deductible, the greater the premium savingS.

Some hospitals with a deductible provision "insure" this risk by eStab-
lishing a self-insurance trust fund. Others pay these losses as they are
incurred from general revenues and reserves.

Medical Malpractice
Insurance Market
Conditions From 1980 to
1985

Increasing Loss Payments

During the 1980-85 Period, the medical malpractice insurance market
wat sig+7.7antly affected by increasing payments for malpractice
claims, declining interest rates, and a tightening of the reinsurance
market These factorS, as discussed below, contributed to intreased
costs of malpractice insurance for physicians and hospitals.

The number (frequency) of claims and the average paid riff paid claim
[severity) are the primary factors that affect the cost of insurance.
During the 1980-85 geriod, both the number and the severity of claima
were increasing. As a reault, the total payments made by malpractice
insurers were increasing.

According to the St. Paul Company, which in 1985 insured more than
55,000 physicians in 44 states arid about 1,555 hospitals in 47 states,
both the frequency and severity of claims for physicians and hospitals
have been indreasing. The number of claims reported ger 100 physicians
increased from 10.5 in 1980 to 15.1 in 1983 to 178 in 1985an overall
increase of about 70percent since 1980. The number of claims filed per
100 occupied hospital beds increated from 2.1 in 1980 to 3.0 in 1983 to4.3 in 1985aii overall increase of about 104 percent. For phygicianS,
the average amount paid on claims closed with payment increased from
$28,059 in 1980 to $53,380 in 1983 to $70,170 in 1985an overall
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Chapter 1
Introduction

increase of about 150 percent. For hospitals, the average amount paid
on claims closed with payment increased from $12,802 in 1980 to
$26,735 in 1983 tO $40,281 in 1985an overall increase of about 215
percent;

Bonds are generally the largest single type of asset held by property/
casualty insurers' Mavis Walters, Senior Vice President of Insurance
Services Office,5stated that there was no reason to believe this would be
markedly different for medical malpractice insurers. From the time
provider-owned malpractice insurance companies began entering the
market in the mid-1970's until mid-1984, interest rates on bOnds gener-
ally increased. The movement of interest rates on Moody's Corporate
Aaa Seasoned Issues (longrterm bonds), for example, shows that rates
increased from January 1978 to September 1981, reaching a high of
15.49 percent After decreasing to 11.46 percent in May 1983, interest
rates on these bonds began increasing again, reaching 13;55 percent in
June 1984. From June 1984 through Uecember 1985, interest rates
so.eadily declined; In December 1985, the rate on Moody's Corporate
issues was 10.16. The general direction in the movement of rates during
this time was the same for other bonds, such as U.S. Government 10-
Year Constant Maturity Bonds and MOOdy's Aaa State and Local Bonds.

The objective in establishing insurance premium rates is to develop rates
that will be appropnatk for the period during which they apply. To be
appropriate; the rates must generate funds to cover (1) losses occurring
during the period, (2) administrative costs of running the company, and
(3) an amount for unknown contingencies, which may become a profit if
not used.

When interest rates were rising in the late 1970's and early 1980's, mal-
practice insurers were engaged in intensive competition for market
share. According to Ms. Walters, many companies priced their malprac-
tee policies below actuarially indicated levels in order to be competitive
and in recognition of the investment income that would be earned at the
existing high interest ratks. This practice, employed by property/casu-
alty insurers in general as well as medical malpractice insure's, is
referred to as "cash flow underwriting." Ms; Walters stated that when

4Terrie E. Troxel, et al., Pr_i2peiLiability Insurance Accounting and Finance, American Institute for
Property and Liability Underwriters, 1983, p. 63.

5The InSüince &ervices Office is a nonprofit corporWion that make; available rating, statistical,
actuarial, policy form, and related services to any U.S. property/casualty insurer.
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interest rates declined, insurers began to raise prices closer to actuan-
ally indicated levels, 1104 recognizing lower levels of investnierit income;

Tightening of Reinsurance Market The rdnsurance market was also affected by increasing payments made
on Claims by insurerS and decreasing interest rates. The net effect was a
tightening of the reinsurance market resulting in higher insurance costs,
lesS availability of higher coverage limits, more restrictive terms and
policy restrictions when limits are available, and greater assumption of
losses on the part of insurers.

Reinsurance allows companies to share their risks with other companiesand to stabilize insurance losses,_which may fluctuate considerably. The
capacity (annual net premiums written in relation to policyholders' sur-
plug, i.e., owners' equity) and willingnesS of the international reinsur-
ance market to accept part of the risk for potential malpractice loSses is
important to ensuring the availability of medical malpractice insurance.

Ac76ording to the St Paul Company in 1985; recent deteriorating under----
wilting results (losses in relation to premiuzns earned) of malpractice
insurance companies caused some reinsurance companies to withdraw
from or reduce their involvement in the malpractice insurance market.
The St. Paul Company stated that reinsurers that continue to provide
malpractice coverage are increasing the premiums they charge insur-
ance companiei and that smne reinsurers are requiring insurers to
assume more of each loss and, therefore, absorb more total lowes. The
St Paul Company added that some reinsurers have refused to reinsure
occurrence malpractice policies or have reduced coverage limits they
will offer.6

During the verkid of high interest rates, reinsurers were alSo highly
competitive for market share. As with primary inSurers, this competi-
tion was reflected in lower than actuarially indicated insurance prices.
According to John C. Etling, President of General Reinsurance Corpora-
tion,7 as long aS interest rates remained high, the go-or underwriting
results were masked. He stated, however, that when interest rates
turned in 1984 and the losses appeared, th.3 immediate reaction of both

6"The St Pail's H-OSPital Update," St. Paul Fire and Martne Ittsurance Gotiipany, 1985, p. 4.

7Presentation At the 10th Intern4t1onal Garthre Insurance and Reinsurance Forum March 1986, AAreported in Businets Inatitithee, APtil 4, 1956.
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Chapter 1
Usuoduction

insurers and reinsurers was to stop the losses, raise rates, cancel busi-
ness, withdraw prom markets, and cut lines of insurance written and
classes of risks assumed.

Objectives, Scor*, and
Methodology

Our overall objective was to develop information on the direct cost of
medical malpractice insurance for physicians and hospitals. TO accom-
plish this, we (1) requested the leading insurers of physicians in the 50
states and the Di Strict of COlumbia to provide their rates for selected
physician specialties as of July 1, 1985; and (2) surveyC,cl 1,782 hospi-
tals in those 51 jurisdictions regarding their sources; coverage limits,
and costS of malpractice insurance for policy years 1983-85.

Physician Costs To develop information on trends in physicians' medical malpractice
insurance costs, we obtained and analyted reports from AMA'S Profile of
Medical Practice and Socioeconomic Monitoring System (sms). Roth of
these sources provide informadon on physician income and expenses.

Through annual surveys, AMA collects earnings and expense data on
physicians involved in patient care activities. Physicians are chosen
from a stratified sample selected froni the AMA Physician Masterfile. The
Masterfile contains current and historical information on the profes-
sional activities; such as type of practice (patient care or nonpatient
care) and specialty of every known physician in the United States. AMA
then reportt its information in terms of averages for each calendar year;
Because AMA data for 1985 will not be available until the fall of 1986
and there was a change in data collection methodology as well as incom-
plete malpractice insurance information in 1981; a transition year; AMA
data for the years 1981 and before were not comparable to later year&
Therefore; we limited our use of AMA data to the 1982-84 period.

FUrther, during this period AmA reported expense data for only self-
employed physicians while reporting net income for hoth self;employed
and employee physicians; Thus; we used the AMA data for self=einploy&I
physicians to maintain consistency in our analysis; As for physician spe-
cialties, although sms has 10 reporting classifications, during the 1982-
84 period; AmA coisistently reported complete income and expense
(including malpractice insurance) data for only the following five spe-
cialties: general/family practice, internal medicine, pediatrics; surgery;
and obstetrics/gynecology. These were the AMA specialties used in our
trend analysis for the 1982-84 period.
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ChnOter 1
Introduction

We independently Obtained malpractice premium rate qUotes as of July1, 1985, for primary8 limits of coverage for each of seven physician sm.=tialties. To obtain the range of malpractice premiunis from low= to high-
risk specialties, we selettkd the following specialties shOWn m asCending
order of iisk, as ClasSified by the Insurance Services OffiCe.

Internal Medicine (no surgery).
General/Family Practice (Minor surgery).
General Surgery.

; Anesthesiology._
; Obstetrics/Gynecology.

Orthopedic Surgery.
; Neurosurgery.

The rate quotes were Obtained from the leading insurer of phVSicians ineach of the 50 States and the District of Columbia fOt the predominatelypiirchased limits of primary coverage for each selected specialty. We
identified, from each state's Medical society; the company that Was the
leading insurer baSe-d on the largest number of phySitians insured. InJuly 1985, we requested each state's leading insurer to (1) identify, for
the most recently completed pOlity year; the predominate malpractiCe
insurance coverage linntS purchased from that company in that state byphysicians in each of the seven specialties,_(2) provide premium rate
quotet9 as of July 1, 1985, for each selected sPecialty for each unique
pricing teriitory in the state; arid (3) provide the number of phySitians
insured in each spetialty by the company in the state.

To obtain information Oil hoSpital costs, we sent a questiorinaite (see
app. VI) to 1,782 COMmunity hospitals,m asking them to Ptovide data ontheir professional liability insurance. We asked hospitals to provide
information regarding the souttes, coverage limits, and costs Of tioth
their primary and aticive-ptithary levels" of coverage fOr theit policy

8The first layer of insurance coverage is commonly known as basic or primary coverage.

°We obtained ratks for the tylie of ;it:aides written by the leading Usurer./ For a Claims-made policy,we tvikol for the tiniture rate (usually after 5 years):

°Community hospitals; as defined by the American Hospital Association, are all nenfederal short-tenn general (averaie Stay Of less than 30 days) and other special MORALS, excluding hospital unitsof inatitutions.

'We refer to the basic level Of biatirance liability coverage as primary and the tovetate above thebasic level as excess or abintizprimary coverage.
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Chapter 1
Intmicction

years ending in 1983; 1984; and 1985; In addition, we asked each to pro-
vide data on the number of inpatient days, outpatient visits, and emer-
gency room visits and problems experienced or expected in obtaining
insurance for the 1986 policy year. Seventy percent, or 1,248 hospitals,
returned completed questionnaires as of February 28, 198: We also
obtaind hospital total expense and net revenue data for the 1983-85
period from the Ainerican Hospital Association (Aim).

The 1,782 sample hospitals were randomly selected from 5,783 commu-
nity hospitala reported for the 50 states and the District of Columbial2 in
itHA'S 1984 Edition of Hospital Statistics. The 1984 Edition presented
statistical databy hospital size (number of beds) and geographic loca-
tion among other thingsobtained through AHA'S 1983 Annual Survey
of Hospitals.

At our request, AHA randomly selected a sample of hospitals from a
stratified universe. According to ARA'S sample design, the universe was
divided into 72 strata reflecting eight hospital sizes within each of the
nine census regions (see app. I). This design permitted us to analyze indi-
vidual regions and hospital sizes but did not permit analysis by hospital
size within regions. The ARA sample was weighted so that proportion-
ately more large hospitals were selected because of perceived greater
variability among such hospitals.

We pretested several drafts of our questionnaire hy mail at hospitals of
variouS sizes selected throughout the nine regions and by in-person
Visits to hospitals in the Washingtjn, D.C., metropolitan area. The infor-
mation obtained was used to refine the questions and terminology used
in the final questionnaire:

We initially mailed the 1,782 questionnaires on July 29, 1985, with
follow-up mailings to nonrespondents on September 20, 1985; November
13, 1985; and January 31, 1986; We pledged to keep confidential the
names of individual hospitals participating in the survey.

As we received the completed questionnaires, we reviewed the data pro-
vided for consistency and completeness before coding the responses for
keying into our data base. Where data items appeared inconsistent or
incomplete, we contacted the hospital personnel by telephone and
attempted to obtain the missing data or resolve the inconsistencies; how-
ever, some hospitals could not provide all of the data requested. We did

I2Hospitals in the U.S. territories were excluded from our study universe.
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not verify the accuracy of the data provided. Appendix VII provides sta:
tistical information Oh the Universe, our sample, and the resIsondents by
hospital size arid census region.

Some of the hospitals provided reasons for not completing the queStiOn-
naires. The reaSOnS dited included lack of staff, time CcinStraints, and the
complexitieS involved in obtaining the data because of affiliation with a
multihospital system, Ba=sed On Mir tests of nonrespondents by region,
hospital size, and Olt neithip, we believe the characteristics Of theSe hos-
pitals would fitit be much different from the responding höSpitals.

We priMarily performed Our analysis by nine geographic census regions
and seven hospital size ranges; The responses from hospKAIS in the two
smallest size ranges (as shown in app. VII) were combined to improve
the reliability of our estimates fOr the smaller hospitals where we had
lower resmnse rat-e8.

We also analyzed some of the data aceording to the sources used by the
hospitals to protect therriSei i from malpractice clairnsself=inSUrante
trust funds, ptirthased insurance; or combination of self=iiiSdrance and
purchased. A self-insurance trust fund iS a reserve fund which is main-
tained in a segregated account by an intermediary and to which the hog=
pital makes contribiitions generally on an annual basis. PurthaSed
insurance indludes state catastrophic funds or patient Compensation
funds as Well as insurance provided by commercial carriers and
hospital-owned inStireit. OW' analysis of coverage limits was based on
the total primary and above primary per-occurrence limits obtained
through self-insurance and/or purchased insurance.

For our cost arialySeS, kital hospital malpractice costs irickide töntribu=
dons to selfinSurance tnist funds, premiums for purchased insurance;
and uninsured losses. We determined the medical malpractice insurance
cost per inpatient day by dividing the total malpractice costs by the
number of inpatient days since most of the malpractice ekpoSure and
insurance cost is related to inpatient SerVices. For example; in devel-
oping hospital malpractice inSiltance rates; the St. Paul Company Mi.=
siders 2,000 outpatient visits to be equivalent in risk exi5OStire to one
hospital bed Which could produce 365 inpatient days. HoSpitals
pretesting our questionnaire were generally not able to distinguish
between the portion Of their tOtal malpractice insurance costs attribilt=
able to inpatient Versus outpatient services, AHA computeS ati average
expense per inpatient day by multiplyihg total expenses by the ratio of
toial net (of contractual adjustiriehts, bad debts; charity, and so forth)
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inpatient revenue to total net patient revenue and dividing the result by
the total number of inpatient days; Using itaA data on inpatient days
and ouWatient visits and prorating malpractice insurance costs on the
basis of 2,000 outpatienta equaling 365 inpatient days, the cost of mal-
practice insurance for outpatient services as a percentage of the total
cost of malpractice insurance would have been 13.7 percent in 1983,
14.9 percent in 1984, and 16.4 percent in 1985.

Our estimates are based on weighting procedures applied to our 1,248
responding hospitals' data by a statistical analysis package. In instances
where data elements were missing from a hospital's response (e.g., 1983
cost data), the estimated values will be for less than the total number
(5,783) of hospitals in the universe. We verified a random sample of the
data entered into the programs and tested the programs to ensure the
reliability of our analyses.

The sampling errors are stated at the 95-percent confidence level. This
means that, with the data collected, the chances are 19 out of 20 that
the results obtained would not differ from the estimates by more than
the sampling error shown for each estimate. The values discussed in this
report and their sampling errors are presented in apixndix VIII. We per-
formed our work in accordance with generally accepted government
audit standards.

We did not attempt to determine why malpractice insurance costs vary
among ph, sician and hospitals or whether malpractice insurance rates
were reasonable based on claims experience.
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Chapter 2

Physician Medical M practice Insurance
Increased but Varied Widely by Location
and Sixicial

sts

A major part of the debate concerning Medical malpractice focuses on
the premiums being paid y physicians; the extent to which they are
increasing, and the percentage of total expenes that they represent.
Some physicians and physician orgarii2atiOnS argue that malpractice
insurance costs are high and riSing rapidly and that this is forcing some
physicians to practice defensive medicine, change practice specialtieS,
discontinue certain services and procedures, Or retire early. The Associ-
ation of Trial tzwyers of America argues, however; that malpractice
premiums represent a small Cost of doing business.

Total premiums paid by private patient tare physicians' increased from
$1.7 billion in 1983 to $3.4 billion in 1985. These increases far exceeded
increases in the consumer PriCe index (cP1) and medical -care index (Mci)
over the same period. The rates and increa..*s, however, varied consid-
erably by specialty and geographic 10-catkin. Based on rates we obtained
as of July 1, 1985, physiciartS PraCtiCing orthopedic surgery, neurosur-
gery, and obstetrics/gynecology generally paid the highest premiums.
According to the latest AMA data, physiciatiS in theSe specialties repre-
sented about 11 percent of the tOtal Private patient care physicians.2
Rates paid by physicians in these and other specialties varied consider-
ably, however, from state to state and even within Sortie states. For
example, based on rate quotes we obtained frOM each state's leading
insurer, in 1985 a Long Island, NeW York; obstetrician/gynecologist
purchasing coverage liMits of $1;000;000/$3,000,000 would have paid
$68,116, while an obstetrician/gynecologist iti Utah Would have paid
$13,376 for the same limits. For coverage limits of $1;000,000/
$1,000,000 in 1985, physiciariS Practicing general/family medicine
would have paid a premium of $18,229 in Dade and BroWard Counties in
Floi ida, but $2;760 in North Carolina.

As a percentage of average total professional expenses, average mal-
practice premiums for self-employed physiciang intreased from 7 per-
cent in 1982 to 9 percent in 1984. Again, there was significant variance
by specialty.In 1984, for eicartiple; average premiums for self=employed
general and family Practitioners were about 5 mi-ent, Of average total
expenses, but average premiums for self-eintiloyed obstetrician/ gyne-
cologists were 16 percent of total expenses.

IDo-ea hot include physician teachers; researchers; and tatritiniStratbra.

Falysician Characteristics and DiStritiiition-in the U.S.,I984 Edition,Departrnent of Dam Release
Services, Division of Survey and bats Resources, American Medical Ass-ociation, 1985, P. 112.
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Chapter 2
Physician Medical Malpractice Insurance
Costs Increw4ed but Varied Widely by
Lecation and SilietialtY

Total Malpractice
Premiums for
Physicians Roubled
F'rom 1983 to 1985

AmA3 estimates that total premiums paid by the over 400,000 private
patient care physicians increased by 100 percent from 1983 te 1985.
Indications are that physician-owned companies; which insure more
than half of practicing physicians, will increase their 1986 malpractice
insurance rates substantially. The Medieal-Liabilitv-Monitor4of Feb=
ruary 27, 1986, reported that, in its telephone survey of 35 physician-
owned companies; 21 indicated that they will seek rate increases aver-
aging about 40 percent for 1986.

While the 1983-85 increases are significant; some groups, such as the
American Trial Lawyers Association, believe that using these figures to
indicate that physician malpractice premiums are at a crisis level is mis-
leading because total physician premiums still make up less than 1 per-
cent of the country's total health care costs; which were about $390
billion in 1984.

Two other key measures can be used in analyzing physician premiums.
These are the CPI and the ma.5 As shown in table 2.1, physician pre-
miums for the 1983-85 period have increased more than either of these
indexes.

Table 2.1: Comparative Percent
Increases for Physician Premiums and
Consumer Price and Medical Care
indexes From 1983 to 1985

Dollars in billions

Physician premiums
Percent

CPI MCI
Percent Percent

_Amount increase index increase_ _Index _increase
1983 $1.7 298.4 357 3

1985 3.4 100 322.2 8 403.1 13

Average Premiums
Varied by Region

-

Average malpractice insurance premiums for self-employed physicians
varied considerably among the census regions.6 AMA collects data on self-
employed physician expenses, including malpractice insurance costs,
and reportS this information in terms of averages. Table 2.2 shows that
average premiums each year varied by region and increased for every
region from 1982 to 1984.

3Uhless otherwise indicated, physician data are from AMA's SMS.

4A monthly newsletter that reports medical; professional hability news:

5'fhe CPI measures the average change in prices in a market basket of goods and services, while the
MCI, a CPI element; measures the average change in prices for medical care commodities and services.

6&ee appendix I for the U.S. census regions.
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Physidan bied1W iptiTctice Inearatice
ColUs hicrefufed but Varied Widely by
Location and Specialty

Table 2.2: Physician Average Premiums
and Peramt increase From 1982 to

Pert:antPhysician oremiume-
1984 by Census Region Rftkon 1982 1983 1984 increase

1 $5,500 $7,100 $7,300 33
2_ 7,400 8,800 _10,400_ 41
3 5,700 6,300 8,600 51
4 5,400 7,200 7,700
5 4,600 5,930 6,500 41
6 5,200 4,900 _8,300 60
7 4,200 9,100 5,400 29
8 5,600 6,600 7,500 34
a 6,700 9,000 10,000 49

'See itkiendix I for the U.S. census_regions. Region 1 isNew Enghlitid, 2 iS thli Mick* Atlantic, 3 is the
South Atlantici 4 is the East North Central, 5 is ttie East South COntral, 6 is the West North Central; 7 is
the West South Central, 8 is Mountain, and 9 is Pacific.

Furthermore, as illustrated'in figure 2.1, the difference in average pre--
miums between the regions with the highest and lowest average pre-
miums has increased. This gap widened principally because, from 1982
to 1984, in region 2, the region with the highest average premiumpaid,
the average premium increased by about 41 mrcentfrom $7,400 to
$10,400while in region 7, the region with the low(Tst average pre-
mium, the average premium increaSed by about 29 percentfrom
$4,200 to $5,400.
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PhySician Medial hialpractice Ing dram*
Costs Increased but Varied Widely by
Location and Specialty

Figure 2.1: High and Low Average
Premiums NationWift for 1982 to 1984

11 Thousands of Dc!!ars

10

1962

Year

High

Low

1963 1984

Average Premiums
Were Higher for AU
Specialties but
Increased More for
Obstettics/Gynecology

Average premiums variCid by specialty' and were generally higher for
specialties hwolving surgery. As shown in table 2.3, the average pre-
Mium for all self-employed physicians increased from $5,800 in 1982 to
$8,400 in 198about a 45-percent increase. Fediatrics had the lowest
increase, about 21 percent, from $2,900 in 1982 to $3,500 in 1984.
Average premiums increased for obstetrics/gynecology from $10,900 in
1982 to $18,800 in 1984about a 72-percent increase.

7During_the 1982-84 periagt AMA consistentlyreported complete income and expense data for self=
employed physicians, including medical malpractice insurance data, for only five specialties. There-
fore, we limited the trend imalysts W thme specialtics:
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Phyaisi Meditail MillikaCtice Insurance
Goiiti In Creased but Varied Widely by
Location and Specialty

Table 2.3: Physician Average Premiums
and Percent increase From 1982 to MOW-an premiums Pertent1984 by Specialty Specialty 1982 1983 1984 increase

All physicians $5,930 $7,100 _$8.400 45
aeh6tal/fartiily Praotice 3,500 4,400 4,600 31
Internal medicine 3,700 4,400 4,9(Xl 32
Surgery 9,900 10,R10 13,400 .15
Pediatrics 2,900 _3,900 3500 21
Olittetricsigynecolooy 10,900 14,100 18,800 72

Average Premiums
Were a Small
Percentage of Average
Total Expenses but
fficreased More Than
Other Expenses

Malpractice insurance was the fourth largest of five expense items. As a
percentage of average total expenSeS for self-employed physicians,
average malpractice premiums were small but increased more than
other eicpenses between 1982 and 1984. As shown in table 2.4, these
expense items included (1) nonphysician payroll, (2) office expenses, (3)
medical supplies, (4) insurance, and (5) medical equipment. Average
insurance premiumt increased from 7 percent of average total expenses
in 1982 to 9 percent in 1984. In absolute dollars, premiums increaSed
about 45 percent. As a percentage of average total expenses, the largest
item, nonphysician payroll, decreased from 39 to 33 percent even
though theSe coSts increased slightly from $30,400 in 1982 to $30,600 in
1984. Average medical equipment costs, the smallest item, remained at 6
percent of average total expenseS even though they increased from
$4,900 in 1982 to $5,500 in 1984, or about 12 percent.

Table 2.4: Physician Average Expenses_asPercentagesof_Average Total Expenses and Percent Change From 1982 to 1984

Physitian expense
1982 1983 1984 Percent

__ changeAmount__Percent Amount Percent Amount Percent
Total 878,400 885,900 892,600 +18
Nonphysician payroll 30,400 _ 34 30,600 33 +1
Office expenses 17.500 22 21,000 24 24,000 26 +:47
Medical supplies 7,800 10 9,200 11 10500 11 +35
Malpractice insurance 7 7,100 8 8,400 9 +45
Medical equipment 4,900 6 5,100 6 5,500 6 +12

NOW: EictiehSet do not add to total because more physicians were able to answer the AMA question on
total expenses than could answer questions on the individual experwe

Table 2.5 shows the trend in physician average expenses for five npe-
cialties. For gentraljfamily practice, internal medicine, and itediatrics,
average insurance costs as a percentage of average total exi*nses in

Page 28 GAO/HRI86412 Mee a Malpractice Insurance Costa

29



Chapter 2
Physician Medical Malpractice Insurance
Cosft bwreased but Varied Widely by
Location and SPetialty

1982 and 1984 ranged from 4 to 6 percent, while for surgery and obstet-
rics/gynecology, the range was 9 to 16 percent.

Table 2.5: Physician Average Expenses as Percentages of AverageTotal Expensesby_Speclaity fOr 1982 and 1984

General/family
practice

internal
medicine PcIdiatrios-- SurgerV

Obstetrics/
gynecology

1982 1984 1982 1984 1982 1984 1982 1984 1982 1984

Nonphysicien_payroil 42 as 39 36 39 37 37 33 43 30

Malpractide insuranCe 5 5 5 4 5 AO 10 16

Miedical tiquiPment 6 6 7 5 4 5 7 7 7 6

Office expense& 23 26 25 25 26 30 21 25 23 26

Medical supplies 15 18 10 13 _12_ 13 8 11 9 11

Other eicparigeS 9 12 14 15 15 10 18 14 _ 8 11

Average PretniuMs
Were a Small
Percentage of Average
Gross Income

In 1984, average premiums for self-employed physicians represented 4
percent of their average gross income,8 which waS $187,400 in 1982 and
$211,200 in 1984. Table 2.6 shows premium costs and other physician
average expenses in relation to average gross income.

TaibW 2.8: Physician Average Expenses
as Percentages of Average Gross
income for 1982 and 1984

1982
Amount Percent

1934
Amount Percent

Average gross income $187,400 $211.200

Professional insurance 5,800 3 8,400 4

Nonphysiciampayroll 30,400 16 30,600 15

Office expenses 17.500 24,000 11

Medical supplies 7,800 4 10,500 r.

Medical equipment 4,900 3 5,500 3

AMA data indicate that insurance takes up a larger portion of average
gross Income for obstetrics/gynecology than it does for other specialties.
As shown in table 2.7, the average obstetrics/gynecology insurance costs
ranged from 5 percent of average gross income in 1982 to 8 percent in
1984.

8We calcaleted physician gross income from data reported by SMS by summing the average net
income and the average professional expenses of self-employed physicians.
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TabU 2.7: Physician Average Premiums
as Percentages of Average Gross
Income for 1982 gad 1984 by Specialty Specialty

Pediatrics

1982-
Premiums Ptirtirtit

1984
Premiums Percent

$2,900 2 $3,500_ 2
General practice
Internal medicine

3,601) 2 4,600 3
3:700 2 4,900 2

Surgery

Ohstetrics/gynecology
9,900

10,900

4 13,400

5 18600
5

8

1985 Rates \Tailed
Widely by State and
Specialty

Physician malpractiCe hiSurance rates varied significantly among spe-
cialties in every state. Moreover; there were significant differences in
premiums for each specialty across stateS. Our analysis of the nation-
wide rate quotes shoWS that, AS of July 1, 1986; the premiums of
$50;000 and above were concentrated in four states and the District of
Ctilumbia. Florida and New York had high preitiuins ($50,000 or above)
for neurosurgery, obstetrics/gyhetOlogy, and orthopedic surgery; Mich-
igan and the Distriet of Columbia for neurosurgery; and Illinois for neu-
rosurgery and Orthopedic surgery. Tables 2.8 and 2.9 shoW the
malpractice insurance premiums by state for the predominately pur-
chased coverage limits arid tiolity Nth for internal medicine and neuro-
:irgerythe spcialties with the lowest and highest malpractice
insurance premiums; For inwrnal medicine (tio sutg&s), premiums
ranged from $8,445 in Michigan tti $1,293 ih Indiana. For neurosurgery,
premiums ranged froth $64,696 ih Florida to $9;] 50 in South Carolina.
(e app. II fOr premium information on the other five specialties.)
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Table 2.9: Malpractice insurance
State Premium Coverage limitN Policy form°Premiums Paid by Phrsicians In

Intrnal latclichts (No Surgery) by State MIC $8,445 $1/s1 0
as of July 1, 19P5

PLC 7,420 1/3

FLC 6,154 1/1

Nyc,d 6,069 1/3 0
NJ 5,372 1/3 0
HI 5,216 1/3 C
cAd 4,800 0.5/1.5 C

AK 4;707 2/4 C

RI 4;704 1/3 0
PAC 4,619 1.2/3.6 0
AZ 4;237 1/1 C

OR 4:234 1/3 _O
FADd.a 4,179 1/3 0
DCd 3,916 1/3 0
CTd 3,649 1/3 0
wvd 3,620 113 0
NV 3,584 0.5/1.5 C

WI 3,492 lid 0
ND_ 3;395 1/1 _ C

IDd 3 356 1/3 0
NH 3,311 1/3 0
IA 3,268 1/1 C

WA 3;203 1/3 0
GA 3,134 1/1 C

ALd 2,876 1/1 0
WY 2;869 1/1 0
KS 2,862 3.2/6.6 C

MO 2,858 1/1 0
ME 2 -,I191 1/3 C

SD 2,780 lit C

VAc 2,723 1/1 C

DEd_ 2,545 1/3 C

TN 2;453 1/3 C

KYd 2,332 1.2/1.6 _0

VT 2293 1/1 C

I-A 2236 1/2 0
MN 2;055 1/3 _C
UTd 2,015 1/3 0
MT_ 2,008 0.5/1.5 C
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Chaptei 2
Physician Medical Malpractkelmwrance
Costsincreased but Art Tried WidelY bY
Loration and Spcialty

State Premium Coverage limits Policy fere
OK $1,892 $5/$5 b
NC 1,891 1/1 C
OH 1,852 9 2/2 6 0
MAd,0 _1,844 1/3 0
MSd 1,802 1/1 C
CO 1,760 1/1 0
NE 1,711 1/1 C
NM 1,704 0.5t 0
TXC 1,437 1/1 0
SC 1,332 ft 0
AR 1,323 1/1 C
IN 1,293 0.5/' 0
°Coverage limits are per occurrence/in aggregate. Figures are in millions.

bo = occurrence, C = claims-made.

cLeading insurer has multiple-rating territories. Premium shown is for territory with the largest number of
physicians of this specialty.

dLeading insurer offers both occurrence and claims-made poiit9 teems.

°Premium shown is conditional upon final approval Of State ihtbrance cWpartment.

'None.
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C:nisW. 2
Medkal Milpractice buntrance

Costs Increased but Varied Widely by
Location and Specialty

TaW 2.9: klafprectkm inseams
Premiums Pak! byPhysIdt$te Premium Coveragelmits° PoliCOOMOState
Neurosurgery by State as of July 1, Ft.! $6696 $141
1985 ILC 66,088 1 /3

Das 54,523 5/5

ND 41,630 1/3 _C
AZ 41,623 0/0 C

NY ;d 37,736 1/3 0
HI 37,652 1/3

IA 37,270 171

WI 37,217 0
GA 35,587 1 /1

M I C 34,410 1/1 0
WA 33,397 5g 0

33,056 1/3 0
OR_ 32,994 1/3 0
CTd 32,901 1/3 _0

MO 32,480 1/1 0
SD 31,764 1/1 C

Vi1c 30,4189 1/1 C

NJ 30,122 1/3 0
KYd 29,617 1 2/1.6 0
NH 27,676 1/3 0

27;622 1/3

MDC,d 27,409 1/3

KS 25,761 3.2/6.6

ME 25,305 _1/3
CAC 24,248 0:5/1 5 C

RI 23,521 1/3 0
NE 23,402 1/1 C

VT 23;069 1 /1 _0
NV 22,592 0.5/1.5 C

DEd 21,489 1/3 C

MSd 21,021 1/1 C

PAC 20,196 1:2/3:6 _0

MN 19,196 1/3 C

ula 18;691 1/3 0
NC 18:595 1/1 C

WY 18,343 1/1 0
CO 18,136 1/1 0
1-A 11,992 1/2 0
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Chapter 2
Physician blediW litalprietice Insurance
Quite brieneraled bat Varied Widely by
Lecation and Specialty

State __Premium Coverage limits° Policy_turre
TN $17,823 VAS
AL° 17,652 1/1
OH 17;443 2.2/2.6
MA°,° 15,322 1/3 0
AR 12,612 1/1Ixc

11,609 1 /1 0
MT 11;540 0.5/1.5
IN 11 , 380 0.5/1 0
OK 10,953 5/5 0
NM 10,627 0.5/I 0
SO 9;150 fif
AKh

"m.11
'Coverage limits are pet bcdUrrence/in aggregate. Figures am in millions:

1)0 occurrenM C di-Whit:Made.

cLeading insurer has MUltiple-rating territories. Premium shown is for territory With the largest number ofphysicians of this specialty.

dLeading insurer offers both occurrence and claims-made policy forms.

°Premium shown is conditional upon final approval of state insurance department.

'Nene.

gTwo territories had an equal number of physiciana Of thit Stiecialty. The premium for the other territorywas $20,673.

hille leading insurer did not insure any rieUrotOrgeons as of July 1; 1985.

Malpractice insurance premiums varied widely by state and sp6cialty
for the same coverage limits. Figure 2.2 shows the higheit and lowest
premiums for each of the seven smtialties for a $1 million/$1 million
claims-made policy. The lowst premiums in each case for this coveragelimit were in Arkansas; they ranged from $1,323 for internal medicine to
$12,612 for neurosurgery. The hig,hest premiums in each case were in
Florida; they ranged from $9,228 for internal medicine to $97,010 for
neurosurgery.
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ChapWr 2
Physician MedkII MalpriCtke Insurance
Costs Increased but Varied Widely by
Location and Specialty

Figure 2.2: Premium Range fOr
Million/$1 Million Clalms-Made

Policy as of July 1, 1985
100 Thousands of Dollars
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Wide Divergence of
Physician Premiums
Within Ceftain States

li 41 states and the District of Columbia, premium rates typically apply
to all physicians in a specialty in the entire state. In nine states,9 how-
ever, the leading insurers have multiple-rating territories. As a result,
physicians in each specialty with the same coverage limits and the same
form of policy pay more or less depending on the location of their prac-
tice (see apps. IV and V for malpractice insurance premiums in each of
these nine states).

9The states with multiple-rating territories are California, Florida, Illinois, Marylnd, Michigan, New
York; Pennsylvania; Texas, and Virginia (see app. III).
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Caprer 2
Pliysidan Medical Malpractice Insurance
Costa Increaser.: but Varied Widely by
Location and spadAity

Premiums varied significantly among these rating territories; Generally,
the higher premiums in the staWs with more than one rating territory
were in the more urbanized areas; This is consistentwith a 1982 -Andy
On the frequency and severity of medical malpraCtiCe Claims, which
showed that urban courts tend to award higher verdicts and that these
verdicts act as Sh inlucement for an increasing number of claims. The
sttidy concluded that urbanization is the most significant and powerful
Predictor of claims frequency.w

Typically, rating territories are developed on the basis of an ingiikande
Company's historical claims and loss experience. The analYSis of this
information identiries the relative or perceived risks in one area over
another and serves to justify a coMpany's filings with the state's
mice department for different rate offerings_within a State. For example,
the rates we obtained for Fennsylvania and Indiana Were from the same
irsurer; however; according tO thiS insurer, the metropolitan area of
Philadelphia and surrounding counties has a historically diffeterit
Clainis experience than the rest of Pennsylvania; AS a reSult, the insurer
has.four rating territories there. In Indiana, the claims pattern for Indiz
anapolis varies little from the rest of the state; as a result, the insurer
offera One tate for the entire state.

The examples twlow_show the high and low 1986 rates for the svecialty
of obstetrieS/gynecology in each of five states. Other specialtieS fOl=
lOW&I a sindlar pattern;

In Mi_s_4gan-, the rate for territory_l, which includes Macomb, Oakland,
and Wayne Counties, was 52 percent higher than that fOt tettitory 2
(the fest of the state)$30,198 versus $19,931. Territory 2 had slightly
more obstetricians/gynecologists than territory 1.
In Illinois, the rate for territory 1, which covers Chicago arid EaSt St.
Lodi* was.$42,184; In the other two rating territbrieS; it was $25,496
and $33;840. Territory 1 COritairit abOut 913 percent of the obstetricians/
gynecologists itiStired by the leading insurer.
hi Fkirida, the rate in territory 1, which includes the Miami atea, was 50
percent higher than that for territory 2 (the rest of the state)$76,641
versus $51,112. Territory 1 had fewer obstetricians/gynecologists than
the test of the -State.

°Patricia Munch Damon; "The Frequezey and Severity of Medical Malpractice Claims;" Rand; R-
2870-ICJIHCFA; Rzunta Monica, GA, 1 v.: 2, P. M.
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Pio "Tilden Waal libpractice Ineursynce
Costs Increased but Varied WWI" by
LOCitiall and Specialty

In New York,' , the rate in tenitory 1, which includes Long Island, was
from 14 to 121 percent higher than in the other three rating territo-
ries$68,116 versus $59,547, $52,709, and $30,818. About 7 percent of
the obstetricians/gynecologiSth insured by the leading insurer would
have paid the highest rate.

AnnsYlvania, the rate in territory 1, which includes Philadelphia,
was 97 to 206 percent higher than in the three other territories
$41,570 versus $21,0*8, $20,196, and $13,551. Territory 1 had less than
10 percent of the obstetricians/gynecologists being insured by the
leading insurer.

I Iln New York_the leadingjnsurer offers both cliiiiis-Matfe and occurrence policies. However, most
obstetricians/ gynecologists purchased the occurrence form of coverage.
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Chapter 3

Hospital
re

Malpradiee urance
rn 1983 to 1985 but Van

of Institution

Total Malpractice
thSurance Costs and
Increases Varied
Widely Among
Hospitals Nationwide

From 1983 to 1985; the percentage intreaSe in the t-)st of malpractice
insurance as a hospital expense iterri Was much gr .ater than the per;
centage increase in total htis?itai expenses. Total estimated' Malpractice
insurance costs for community hospitals in the 50 states amd the District
Of Columbia increased by aimit 57 percent from about $849 million ill
policy year 1983 to $1336 Million in policy year 1985. On an inpatient
day basis, average malpractice insurance costs increased about 85 per-
centfrom $3;02 to $5.60over the sanie periOd. According to ALIA,
from 1983 to 1985, total experiSe8 inCreased about 12 percentfrOM
$120 billion to $134_billioriWhile average expenses per inpatient day
increased by about 26 percentfrom $392 tO $494. Average net rev-
enue per inpatient day also increaSed aboUt 26 percentfrom $395 IAD
$501; Despite substantial intreases in average malpractice insuranee
costs per inpatient day, such costs still accounted for only about 1 per-
Cent of the average expense per inpatient day.

Costs of malpractice in:Stir-wee and the rate of increase in these costs
varied by size and regional location of the hOSpital. Malpractice insur-
ante costs generally followed size Of hOSPital; the hospitals with the
fewest beds also had the lOWeSt malpractice insurance costsper iriPa-
tient day. However, about 52 percent of the hospitals that experienced
cost increases of 200 percent or more from 1983 to 1985 had fewer than
100 beds; Hospitals in the Pacific regien (Alaska; California, Hawaii,
Oregon, and Washington) had the highest average malpractice inSurance
cost per inpatient day but experieno the lowest percentage increase
frOm 1983 to 1985.

At the time of our survey in the summer of 1985, some hospitals werealso able to provide information on the cost Of Malpractice insurance for
policy year 1986. Information provided by these hospitals indicates that
their malpractice insurance Coats will increase substantially iP 1986.

As shown in table 3.1, all typg- Of hospital malpractice insurance
expenditurescontributions to self-insurance trust funds, premiums for
purchaSed insurance; and uninsured losses---=-intreased from 1983 to
1985.

'Unless otherwise indicatedjhe_estimares preiented in this chapter are also includeciwith umptitigerrors in tables VI11.1 through VIII.8.
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Chapter 3
Hospital Medical Malpractict,_ Insurance Costs
Intreat Ted From 1983 to 1985 but Vcried by
Region and Size of Institution

Table 3.1: Estimatifod Hospital
Malpractice Insurance Costs by
Type of Expenditure

Dollars in millions

Expenditure_
Teta!

1983-86 Increase,
1983 1984 1985 Amount Percent

$1,336.0 8486.6 _ST6849;4 6959;8

Contributions to self-irmirance
trust funds 255.8 289.3 350.6 94.8 37

Premiums for purchased insurance 562.4 628.2 866.8 304.4 54

Uninsured losses 31.1 42.2 118.6b 87.5b 281b

*Sampling errors for the amount and percentage of increase are not presented in appendix VIII, but they
are comparable to the errors for the esti: lated costs.

bEstimates are subject to a large sampling error and should be used with caution.
Note: Details may not add to total due to independent estimation.

On an individual basis, annual hospital malpractice insurance costs
ranged from less than $10,000 to over $1 million. As shown in table 3.2,
there was a general increase in the annual malpractice insurance costs
of hospitals between 1983 and 1985. In 1985, 56 percent of hospitals
had annual malpractice insurance costs of less than $100,000, compared
to 65 percent in 1983. The number of hospitals with annual costs of $1
million and over more than doubled between 1983 and 1985.

TabM 3.2: Estimated DIstelution of Annual Malpracticeinsurance_Costs_forliospEtals_

Annual colts

Hospitals
1983 1985

Number Percent
Cumulatin

percent Number Percent
CumuletiVo
_perceM

Less_than $10,000 772 14 14 509 9 9

$10,0001a$24,999 1,047 19 33 905 16 25

$25,000 to $49,999 937 17 62 17 42

$50,000 to $99,999 827 15 65 792 _56
$100,000 to $249,999 1,047 19 1,186 21 77

$250,000 to $499,999 441 8 92 622 11

$500,030 to $999,999 276 5 97 _396_ 7 95

$1_million or more 110 2 99° 283 5 100

Total . 5,457 901 5,657 100

'Does not total to 100 percent due to rounding,
Note: Thetotal number of hospitals each year is based on the number of responding hospitals that
provided the relevant data for that year:

The following examples illustrate the increases that individual hospitals
experienced in their total malpractice insurance costs.
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Cimpter_g_
Hospital Medical Malpractice Insurance Coats
Increased From 1983 to 1085 but Varied by
Region and Size of Institution

A hospital in region 1 purchased $11 million of Coverage for $21,000 in
1983. In 1985 the hospital paid $57,000, or abotit '171 gercent more, forthe same coverage.
A hosPital in eegion 2 in 1983 purchased $1 milrton of coverage for
$63,000. In 1985 the hospital paid $164,000 for the same coverage, an
increase of alYout 160 percent.
Another hospital in fegion 2 in 1983 paid $700,000 for $2 million of cov-
erage. In 1985 the hospital paid $2.35 million for the same limits, an
increase of about 236 ptrcent.
A hospital in region 6 purchased $2 million of coverage for $17,000 in
1983 but paid $65,000 for the same coverage in 1985, an increase of
about 2R1 percent.

Average Malpractice
Insurance Oosts Per
Inpatient Day and Per Bed
Increa:4d Significantly
From 1983 to 1985

Two means of measuring the relative impact of medical malpractice
insurance costs on hospitalt are by the number of inpatient dayt and the
number of btds. At Shown in table 3.3, from 1983 to 1985 the average
malpractiee instrrance cost per inpatient day increased by about 85 per-
cent, while the average annual malpractice insurance cost imr lotd2
increased by atfout 78 p-ercent.

Table 3.3. Eltithatdd Average Hospital
Malpractice inmates COS% Per
Inpatient Day and Per Bed 1911L-115

Marone
On 1964 1955 Aliftent Portent

Average MAlpractice cost parinpatient day $3.02 $3.81 $5.60 52 58 85
Aveage annual malpractice cost pc- 6ed $1,0t1 $1.231 $1-,784 S134 78
'Sampling errors for the drilekiht and_percentage of increase are not presented in appite)dix %Jill, but theyere Comparal* to the errors for u-,e estimated costs:

While the average malpractice insurance cost per inpatient day
increased from $3.02 in 1983 to $5.60 in_1985, the malpractice insurance
cost per inpatient asy was much higher for some hospitalt. As shown in
table 3.4, 75 percent of the hospitals in 1983 had malpractice insurance
costs per inpatirent day of $3 or lest, while about 3 percent had malprac=
tice insurance costs pint- inpatient day of more than $10. By 1985 the
proportion of hoSpitais with malpractice insurance coSts per inpatient
day of $3 or less had decreased to ahout.49 percent, and thepercentage
of hospitals witti malpractice inSurance costs of more than $10 per inpa-
tient day had quadrupled to 12 percent.

2litifetermining the_ayerage annual cast per ti-ed, e Wad the methodolosy employed by the St Paul
insurance ComPanY; which itvolvet fit* -computing the daily occupied bed rate (the total MIMI:4i. tif
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Chapter 11
Hospital Medical Malpractice Insurance Costa
1M:reamed From 1983 w 1985 bet Varied by
Region and RIM of Institution

Table 3.4: Estimated Dletrilkitioli Of Malprattite insurance Costs Per inpatient Day

Insurance COMO

1984 1985

Number Ptrttnt
Cumulative

wareent Number Percent
Cumulative

percent
CumulatiVe

pet day _Number__Percentpercent
$1 1.793 34 34 1,413 26 26 778 14 14

2 1,371 96 60 1,413 26 52 1,056 19 33

3 791 15 75 815_ 1c. 67 889 16 49

4__ 422 8 83 543 10 77 667 12 61

5 264 5 88 326 6 83 500 9 70

6 158 3_ 91 272 5 88 334 6 76

7 158 3 94 163 3 31 2-2 4 80

8 53 1 95 109 2 93 222 4 84

9 to 10 105 2 97 163 3 96 278 5 89

11 to20 105 2 99 163 3 99 500 9 98

Over 20 53 1 100 109 2 101° 167___3__1_01°
Total 5,273 100 5,489 1018 5,613 1016

'Does not add to 100 percent due to rounding.
Note: The total number of hospitals each year is basecton the number of responding hotpitale that
provided the relevant data for that year.

In addition, the changes in malpractice insurance costs per inpatient day
varied widely among the hospitalS. As shown in table 3.5, al:out 2,500
hospitals, or 46 percent, had increases in malpractice insurance cotta
mr inpatient day of 10 to 99 percent from 1983 to 1985, while another
39 percent, or almt 2,100 hospitals, had increases of 100 percent or
more.

inpatient days divided by 365)_and increasing the number obtained by one bed for every 2,000 outpa-
tient visits. This_number of beds ia then divided um) the Wtal annual malpractke insurance costs
incurred by the hospital to produce the average annual maiptictice coat per bed.
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Capuer 3
Fleapit/1 Medical Malpractice Insurance Omits
Increased From 1983 to 1986 but Vetted bk
Region and Size of biatItntion

TabU 3.5: Estimated Distribution of
Champs in Malpractice Lnsurance
Costs Per lwatient Day From 1983 to
1985 Percent changes

-Nosigfals
Number Percent

Cumulative
_percent

Intreases of less than 10 or all decreases 821 15 15
+10 to 49 1;368 25 40
+50 to 99 1,149 21 61
+100 to 199 1,313 24 85
+200 to 299 438 8 93
+300 or more 383 7 100
Total 5,472 1CRI

Note: The total number of hospitals is based Ori the riUmber of responding hospitals that provided datafor both 1983 and 1985 so that the percent change could be calculated.

Ho-spital Malpractice
kisurance Oasts Varied
by Region

Costs ver inpatient day and increaaes by region varied widely. As shown
in table 3.6, average malpractice inSurande costs per inpatient day in
198f, ranged from $3.30 in region 7 (Arkansas, thuisiana, Oklahoma,
and Texas) to $10.16 in region 9 (Alaska, California, Hawaii, Oregon,
and Wathington). The percentage increaS66 from 1983 to 1985 rangedfrom 51 to 124 mrcent. Four region§ had increases of over 100 percent.

Table 3.8: Esthrrated Average
Malpractice insuramno Costs Per Insurance coatt-o4r-day 1983-85 increase-inpatient Day by Region Re4giOna 1983__ 1984 1985 Amount__ Percent

$2.48 $2.79 $4.31 $1.83 74
3.18 3.69 5 10 1.92 ___E6

3 2.75 3 7R 5.16 2.41 88
4 3 30 4.30 7.38 ___4.08 124

2.15 2.49 3 86 1.71 80
6 1.61 2,19 3 60 1.99 124
7 1.53 2 27 3.30 1,77 116
8 &25 4.29 6.78 3 53 109
9 6.71 7.86 10 16 3.45 51

`See appendix I for the U.S. census regions.

b-ampling errors for the amount and percentage Of indidaie are not presented in appendix VIII, but theyare comparable to the errors for the estimated costs.

As shown in table 3.7, 256 of 441 (58 percent) of the hospitalt in region
5 had increases in their malpractice insurance coat per inpatient day of
100 percent or more from 1983 to 1985the largest percentage of all
regions. In contrast, region 2 had the smallest percentage of hospitalS
with such increases-21 percent.
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Chapter 3
Hospital Medical Malpractice leitiraiice Celts
Increseed From 1983 to 1985 but Varied by
Iregion cad Size of buititattoa

Table 3.7: Estimated DiatributIonefZhangesin_Malpractice Insurance Costs Pe /Inpatient Day From 1983 to 1985 by Region

Region,'
Numberb of

hospitals

Percent changes in costs
'Increases of less

r than 10_percent or
decreases

Increases
1-0-to 49 percent 60 to49 percent 100 permit or more

No. Percent No. Percent No. Percent 14n. Percent

All hospitalse 5,472 821 15 1,368_ 25 1,149 21 2,134 39

1_ 243 46 19 68 28 51 21 78 32

2 566 142 25 209 37 96 17 119 21

3 780 148 19 172 22 164 21 289 37

4 861 95 11 215 25 207 24 327 38

6 441_ 93 21 62 14 31 7 256 58

6 792 63 8 142 18 _206 26 380 48

7 750 128 17 165 22 165 22 285 RA

354 32 9 103 29 74 21 145 41

9 685 75 11 212 31 151 22 240 35

aSee appendix I for the U.S. census regions:

bDetail by percent change may not add to total or 109 percent due to rounding:

Metall by region may not add to total for all hospitals due to independent estimation:
Note: See note to table 3:5:

Malpractice Insurance
Costs Varied by Size of
Hospital

The variance in average malpractice insurance costS per inpatient day
generally followed the size of hospitals; the hospitals with the fewest
beds had the lowest costs, and the hospitals with the most beds had the
highest costs in both 1983 and 1984. However, in 1985,_ hospitals with
300 to 499 beds had higher costs than hospitals with 500 or more biszig,
and those with 100 to 199 beds had higher costs than those with 200 to
299 beds. Table 3.8 shows average malpractice insurance costs ixr inpa-
tient day for 1983, 1984, and 1985 and changes from 1983 to 1985 by
size of hospital.
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Chajger
Hospital Medifti Ma lora-cam Iniurance Costs
liwressed Flinn. 1933 to 1I5 but Varied by
Reg& and Size of Institution

Table 3.8: Estimated Average
Malpractice Insurance Costs Per Wats Per day 1983-85 Increasesinwuranto
Inpatient Day by Size of Hospital HOSpital size (numberof badz)_ 1983 1984 1985 Amount Percent

Fewer than 50 $2.72 $3.29 $4.60 $1 88 69
50 to 99 2.72 3A7 5 10 2.38
100 tO 199 2 86 3.88 5.74 2.38 101
200 to 299 3.16 3.56 5.15 1.99 _ e3
300 to 399 3.65 4.78. 8 27 4 PO 127
400 to 499 3.79 5 03 3.37 3.58 94
500 cie tricire 4.30 5.17 6.94 2.64 61

aSamphng errors for the amount and percentage of increase are not presented in appendix VIII; but they
are eon:Arable to the errors for the estimated costs.

A9 shown by table 3.9, about 21 percent of the hospitalt with fewer
then 50 beds experienced increases in their malpractice insurance costs
per inpatient day of 200 percent or more. Of the 438 hospitals that had
increases of between 200 to 299 percent, 169 (or alvut 38 ptrcent) had
fewer than 50 beds. Forty-five percent of the hospitalt with 50 to 99
beds experienced increases in their malpractice insurance costs per inpa-
tient day of 100 percent or more.
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ChlOtii3
Hospital Medical Malpractice Insurance Costs
hummed From 1983 to 1985 but Varied by
Region and Site of InatItntion

TabM 3.9: Estimated
Hospftal

Istribuiton of Changes in Malpractice insurance Costs Per inpatient Day From 1983 to 1985 by Size of

Hospital size
(number Of b*dt)

Number° of
hetpitals

Percent changes In costs
Increases of less
than 50 percent
and decreases

Intreatet

5010 99 p4ment
100 to 199percent 200 to 299

.percent
300 percent or

01110
No. Percent No. Percent No. Percent No. Pernent No. Percent

All hospitalsb 5,472 2.189 40 1.149 21 1,313 24 438 333 7

Fewer than 50 1,127 406 36 248 22 225 20 169 15 68 6

50 to 98 1,368 451 33 287 21 414 31 68 5 123 9

100 to 199 1_,304_ _535 41 248 19 326 25 117 9 78 6

200 to 299 707 389 55 106 15 141 20 35 5 28 4

300 to 399 412 194 47 103 25 74 18 16 4 29 7

400 to 499 255 97 38 76 30 54 21 10 4 18 7

500 or more 120 40 78 26 69 23 15 5 18 6

'Detail by percent change may not add to total or 100 percent due to rounding.

bDetall by tied size may not add to total tor all hospitals due to independent estimation.

Note: See note to table 3:5:

Insurance Availability
and Affordability
Problems Foreseen by
Hospitals in 1986

Our survey asked hospitals to comment on insurance problems for 1986,
specifically with regard to availability and affordability: Of the 1;210
hospitals that commented on availability of insurance for 1986 about
51 percent, or 614, indicated there were or will be problems. Of the
1,208 hospitals that commented on affordability of insurance for 1986,
about 56 percent, or 698, stated that affordability was or will be a
problem.

Insurance Availability
Problems

The most frequently cited availability problem was the reduction in the
number of insurers. The 159 hospitals that responded that a reduction
in insurers was a problem were generally concerned with the lack of
competitiveness in the insurance market. For example, one 250-bed hos-
pital comment&I that it could get only one carrier to provide a quote for
its 1986 coverage with a resultant 200-percent increase in premiums for
lower limits than previously carried.
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Chapter 3
Hospital Medical Malpractice Insurance Costa
Increased From 1983 to 1985 but ViYried by
Region and Se of Institation

The second most frequently cited problem waS the limited availability of
above primary or excesS coverage. Typical of the responses among 106
hoSpitala was "difficulty in finding carrier to provide excess coverage."

In addition, many hospitala that were able to fmd a carrier were not able
to obtain the desired limits of coverage. A total of 97 hospitals cited
unavailability of the desired coverage limits as a problem in 1986. One
318-bed hospital had to reduce its exceat limita from $20 million to $10
million at more than tWice the dist. A 591-bed hospital advised us that it
could obtain eiccess coverage limits of only $25 million rather than the
$40 million it preferred and had to increase itS primary self-insurance
retention levels from $1 million/$3 million to $2 million/$5 million.
Another hospital with 677 beds could obtain only one-third of its prior
year's coverage limits.

Limited availability Of otciirrence form policies was cite0 by 33 hospi-
talS. Sonie Commented that carriers had ceased providing occutrente
coverage or that they would continue providing Octiirrence coverage
only for substantially higher preitiiiiiiis; thus forcing them to buy claims-
made policies.

Insurance Affordability
Peoblems

Of the 698 hospitalS that had hidiCated affordability of insurance as_a
problein in 1986; 215 gave us specific information on cost increases for
their 1986 coverage. Overall, the total malpractite ink-trance costs for
these hospitals increased froth $60 Million in 1985 to $151 million in
1986, Or about 152 peitent. The cost increases in 1986 for these hospi-
tali; ranged from $1;400 to $7.1 million, while the perteritage indrease
ranged from 4 to 1,400 percent. The Median cbst increase was $129;917.
The amount of the increaSeS rePorted by all hospitals varied deivndins
on Whether they had the same coverage as in the previous year or had
changed coverage.

Of the 216 hoSpitals, 20 percent reported cost increases of less than 50
percent, 71 percent reported increases between 50 and 400 percent, and
9 percent rermrted increass greater than 400 pereent. The affordability
problem experienced by hospitals with cost increases of less than 50
percent can be illustrated by one hospital's experience. In thiS inStance,
the medical malpractice insurance premium coat for a 250-bed hospital
was $116,000 in 1985 and increaaed to $142,000 for half the coverage
limits in 1986. The hOspital stated that this 23-percent increase in costa
forces it to increase patient charges, thus further escalating the cost of
health care.
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Chapter 8
Hospital Media 1 Malpractice Insurance Costs
Increased From 1983 to 1985 but Varied by
Itegion and Slas of rmtitation

Of these 215 hospitals, 143 made no change in coverage from 1985,
while 72 made changes in coverage (reducing limits, adding deductibles,
changing policy form, adding coverage, etc.). The cost for hospitals that
kept the same coverage from 1985 to 1986 increased from $37.4 million
in 1985 to $90.0 million in 1986, or by 141 rwrcent. The median cost
increase was $112,744. For example, an official of a 90-bed county hos-
pital commented that total costs for malpractice insurance in 1985 were
about $55,400, but the same coverage in 1986 cost $221,600an
increase of 300 percent. BaTed on the hospital's 1985 inpatient days, we
determined that the malpractice insurance costS per inpatient day
increased from $3.82 to $15.29. The official also indicated that the hos-
pital had limited opwrtunity to pass these costs on to patients since it
was under an 80-percent fixed reimbursement plan. The official indi-
cated further that the increased cost was having a great effect on the
hospital's survival.

For the 72 hospitals that changed coverage, total costs increased from
$22.6 million in 1985 to $60.8 million in 1986, or by 169 percent. The
median increase was $214,503. The tym of coverage changes cited
included changes in deductibles, limits, or policy form; establishing a
self-insurance trust fund; or requirements for coverage ot physicians.
For example, a 149-bed hospital stated the cost of primuy coverage
increaTed from $140,261 in 1985 to $566,000 in 1986, or about 304per-
cent. Only one insurer quoted a rate for excess coverage of $1.5 million/
$15 million coverage at a cost of $350,000. The hospital stated that due
to the increase for primary insurance, it elected not to purchase excess
insurance in 1986. In another case, a 354-bed hospital reported that
1986 costs for primary insurance increased by 28 percent and for excess
insurance by 628 percent, even though they switched to a claims-mule
policy.

Three hospitals reported cost increases of over 1,000 percent even with
coverage changes. In one case, a 929-bed hospital rervrted a 1,400-
percent increase (from $53,000 to $795,000) in its premiums for a policy
with $25 million excess coverage limits compared to $60 million excess
coverage limits in 1985. In addition, the hospital hail to make a 100-
percent increase in its primary self-insurance levels from $5 million/
$10 million to $10 million/$20 million.

In another case, a 1,041-bed hospital reported the cost of $50 million
excess coverage limitS in 1985 was $105,000, but the cost for this same
level of coverage in 1986 was about $1.6 million, representing a
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11Mnftal Medical MaliiimetIce Insurance Costs
Incremed From 1988 to 1985 but Varied by
Region and Me of Institution

1,400-percent increase. The hospital also had to increase itsprimary
wlf-insurance levels from $3 million/$5 million to $8 million/
$10 million.

In thc third case, a 30-I:*d hospital Wth combined coverage Whits of
$2 million/$6 milliOri paid atk)ut $17,0*0 in premiums in 1985 for a
claims-made policy and had to pay $240,000 in 1986 for accurrence cov-
eragean increase of over 1,300 p-ercent. The hoipital adthinittrator
stated that only one insurance company was writing hospital malprac-
tice coverage for 1986 in this state;
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Frbm the beginning of policy year 1983 to the begiming of policy year
1985, about 1,920 hospitals increated their total per-occurrence limits of
malpractice insurarxe coverage. The increasedcoverage limits, coupled
With to-St increases related to changes in overall insurance market condi-
tiond, resulted in increased total hospital malpractice insurance costs.
During the same pekkl, total estimated' inpatient days, a revenue base
for recovering these eoTsts, decreased about 13 wrcent, from 267 million
to 232 milliort Hospitals with fewer than300 bedS experienced the
greatest percentage decreaws in total inpatient dap.

Solt* lioapitals responding to our survey commented that, as insurance
CoSts were hicreasing, the revenue baw over which these costs could be
spread was decreasing AS inpatieatdays decreased and new cost con-
tainment regulatioirS or eligibility restrictions were initiated by the
states and ti* federal government. This put them in a "squeeze" situa-
tion in which they were not able either to abSorb the malpractice insur-
ance increases witlioirt adverte -effects on operations or to pass on the
increases to patients or other purchasers.

About 050 hospitals made changes tO their insurance programs that
would tend to reduce cost, or at least minimize cost increases. These
chanws were (1) Wtablisidng a self-insurance trust fund to cover all or
part of the malpractice risk, (2) switching from the generally more
expensive occurrence golicy to the claims-made policy, (3) adding or
inaeashig a (Wductibk, and (4) contrary to the overall trend, decreaSing
total per-occurrence coverage limits. Further actions by hospitals, such
as eltablishing or improving programS designed to reduce claims by
reducing the inckrence of malpractice, would also influence malpractice
costs. However, information on the extent or effect of such programs
WaS not part of our review.

Inpatient Days
Decressmi

Ab-oht 84 percent of the hals experienced decreases in inpatient
days lietWeeit 1983 and 1985. While the total number of hipatient days
decreased by alma 13 gercent, the decreases for many hospitals were
much greaten Ivor example, about 1,930 hospitals exgerienced inpatient
day (*crew- es ilom 20 to 39 percent, while about 520 hospitals
expressed decreases of 40 or more percent.

'Unless odurwriretitheed, the tii4imates presented in this chapter are idso included with sampling
emus in IMMO V1IL9 through V111.16.
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Although hospitals in all rezions and of all sizes experienced decreases
_in inpatient days from 1983 to 1985, the extent of the decreases varied
widely. As shown in table 4.1, the regional decreases ranged from about
L4 million inpatient days in region 1 to 8.6 million in regon 4. In terms
of percentageS, region 6 had the largest cWcrease in inpatient days,
about 20 percent

Table 4.1: Estimated Number of
Inpatient Days by Region Inpabent days in miNions

Inpatient days 190345 change
Region' 1N3 1904 1905

267.1 251.1 2321 -35.0 -13
14.1 13.4 12.7 =-1.4 =10

2 50.7 49.6 47.1 -3.6_ -7
3 _432 401 372 -51 -13
4 51.0 47.2 42.4 -8.6 -17
5 19.7 18.6 16.8 =.2.9 =15
6 23.4_ _20.9__ _16.8_
7_ 27:6 26.1 23.5 -4.1 -15
8 10.1 9.4 8.6 -1.5 -15
9 26.9 25.2 24.3 =2.6 -10

aSee appendix I for the US. census regions .

bSempfing errors for the nombecand perm:469e citchenge ere not presented in appendix VIII; but they
are terifFarrable tO the errors kir tito tratimatedinialkint &lye.
Note: Detal by region may not add to total for al hoepitals doe to independent estimatiort

As shown in table 4.a hospitals with 100 to 199 beds experienced tM
greatest decrease in the number of inpatient days from 1983 to 1985. In
terms of percentages, decreases in inpatient days were generally
inversely prowtional to size, with the smallest hospitals having the
largest p. rcent decreases.



ChT4iter.4
SanyHowitisla Increased Total Coverap
Limits While inpatient Days Decreased

Table 4;2: Estimated Number of
Inpatient Days by SIza of Hospital Inpatient days in Milli-ohs

Horpital Wao (numb* Of beds)
Inpatient daya --1-101345 chtnae

_19113_1984 1985 Numb4r WM:4TM
All IiMipitais 267;1 251.1 23. =35.0 13
Fewer Van SO 7.5 7 0 59- 1.6 21
50 to 99 223 20 4 18.4 =3.9 17
'KC to 199 48.1 43.9 40.3 7.8 16
200_to299_ 47.7 44.6 40.7 7 0 15
300 to 399. 40.9 38 8 26 1 4.8 -=-12
400 to 499 32.7__ 30.9 28.8 3.9 ---12
500 or more 67.8 65.5 61.9 5 9 9
'Sampling errors rot tne flu dr1táofcJiartge are not presented in appendix VW, bUt they
are comblO to the errors for the estimated inpatient days:
Notw WM by hosoittd site May not add to total for all hospitals due to independentestinutioo.

t

Why Hospitals
Increased Limits of
coverage

One factor that influences the cat of insurance is the level of coverage
carried by hospitalsthe higher the limits, the higher the cost About
1,920 of the hovitalS increased their total per-occurrence limits from
the beginning of policy year 1983 to the beginning of policy year 1985,
while about 3,210 hospitals had no change and about 460 decreased
their total per-occurrence limitS.

When analyied by source of coverage,2 as shown in table 4.3, hospitals
using a combination of purchased inSurance with a self-insurance trust
fund (combination coverage) had Considerably higher limits than hospi=
tals using only a Self-insurance trust fund or only purchased insurance.
From 1983 to 1985 the median rer-accurrence limit§ increased nation-
ally and in most regions for both purchated and combination coverage.
The greatest increaseS in median coverage amounts, however, acc.urMd
in regiont 1, 2, and 6 among hospitals using the combination coverage.
As shown in table 43, median limits in region 1 among hospitals using
combination coverage rose from $10.5 million to $20.2 million. In region
6, limits amongtoSpitalS uSing this source of coverage quadrupled,
rising from $5.2 million to $22.0 million.

In region 8, contrary to the general pattern, combination coverage limits
decreawd dramatically from $51.0 million to $11.0 ThiS

2About 240_110eptcaiswith manned per-warren-0e Mitt Wert exdudid from our because
the unlimited designation has nO stied& figtire assigned to it that can be used in annputing medim
limits or chartgas in &nits.
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Keay Hospitals Increased Total Coventge
MVO White laawkima Days Deaeseed

decrease was due primarily to changes in coverage made by one mul-
tihospital syttem in the region.

Table 42: Estimated Medlin Per-
Occurrence Coverage Limits by Source Dol WS in nil Writ
Of COvere94 ttr Reg** Median coverage limits

aointitiattoo Of
Saff7Insurance PUIChAt11411 and
bust hattl only Purchased onilf self-Insurance

Regime 1483 1985 11413 1985 1493 1165
AN WON, 91;0 91A MO 93;0 $11X9 MO
1

6 ?.. 5.2 6.0 10.5 20.2

2 2-8 SA 30_ 3.2 11.1 16.0

3 1.5 1.5 2.0 3.0 10.2 _102

4 1.0 1.0 1.3 2.2 20.0 23.0

5 1.0 1.0 1.3 2.0 20.0 22.0

6 10- 1 0 20 3 0 5 2 22 0

7 3.0 3.0 1.0 2.0 4.6

0.5 1.0 4.0 6.0 51.0 11.0

1.0 1.0 10.0 10.0 8.0 10.0

See a-Were* I fol the US. mimes wows.

ban riovitth with wiltinsurance Mad hirld only coverage.

Median per-occurrence limits of hospitals of most sizes using purchased
insurance or combination coverage increased. The greatest increases
occurred among haspitals using combination coverage Median limits of
hospitals with fewer than 50 beds using the combination coverap
increased from $5.2 million to $11 million between 1983 and 1985, while
median limits of hospitals with 50 to 99 beds increased from $4.6 million
to $10.2 million.

Hospitals Changal
Source of Coverage

Source of coverage also influences a hospital's total malpractice insur-
ance cats. Hospitals were uenerally changing to more expensive
somas, Overall, the major change was the increase from 1983 to 1985
in the number of hospitals using combination coverage. Further, fewer
hospitals were going without coverage. In 1985, 103 hospitals went
without coverage compared to 120 in 1983. As shown in table 4.3, the
combination coverage has the highest per-occurrence limits, and thus
the highest mils.

Hospitals in most regions were changing their source of coverage. Most
of the activity was in regions 3, 4, and 5. As shown in table 4.4, regions

Pale
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Chapter 4
wok* lb *dada Increased Total Coverage
Limits While Inpatient Days Decreased

4 and 5 had large changes in the use of slf-inturanCe between 1983 and
1985, but these changes were in opposite directions. In region 4, 83 hos:
pitals were Self-insured in 1983 compared to only 36 in 1986a
detrease of about 57 percent. Most of this change appeared to account
for the increase in the use of combination coverage.

In rtgion 5, 51 more hospitals self-insured in 1985 than in 1983. This
increase in the use of self-insurance appeared to have resulted from the
decrease in the use of purchased insurande. For example, a 147-bcd hos-
pital that purcliased per-occurt ence limits of $100,000 paid allout
$38,000 in 1983 and $47,000 in 1984. This hospital replacCd the pur-
chased coverage in 1985 with a self-insurance trust fund having limits
of $500,000. The hospital made a contribution to its trust fund of ab-out
$20,000 in 1985. A hospital official indicated helYelieved the hoSpital
Could Control affordability by using selVinsurance.

Table 4.4: Estimated Distribution_of_Sourceeofinsurarom Coverage by fhTgion

Rofficfn"
All hospitals
1

2

3

4

5

6
7

8

Hospitals

Ulf-Insurance trust fund
only Purchased-only-

1983 1985 Changeb 1983 1985 Changeb 1983 1985 Change
319 327 +8 4,324 4,219 z=105 929 14083 +154

Combination of
purchased and self-

insurance

c c 29_224 5 20 25 +5
10 . 5a '-5° 480 488 +8 77 15 9
72 72 513 485 28 914 245 +31
83 36 47 632 649 +17_ 180 213 +33
61 112 +51 378 322 56 29 37 _+8
284 28° 685 685 55_ 55
26 26 637 625 19 102 158 +56
20 20 238_232 6 100 106 +69 21 25 +4 532 507 25 151 168 +17

'See appendix I for the U.S. census regions.

°The changes may reflett only the amount of the sampling errors for the estimated distributiOn.

°No hospitals with self.intuninoo trust fund only coverage.

°Estimates subjett tO a *go sampling error and should be used with caution:_
Note: Detail by region may riot add to total for all hospitals due to indecr:Adent estimation:

Between 1983 and 1985, more hospitals with fewer than 200 bcdt than
hoSpitals with 200 or more beds changed their source of malpractice
insurance coverage. As indicated in table 4.5, of the hospitals with fewer
than 50 beds, 49 fewer hospitals used purchased insurance in 1985 than
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Wily Hospitals increased Total Coverage
Welts WhIle liapntient Days Demisted

had uskl this source in 1983. For example, one hospital with 24b-ed.4
changed from purchaSkl insurance with $1 million per-occurrence total
limits that cost $7,600 in 1983 to self-inSurance for the same limits at a
cost of $5,400 in 1985. For hospitals with 50 to 99 beds, 47 fewer hospi-
tals were uSing purchased insurance in 1986 than in 983. At the same
time, however, 45 more hoSpitalS of this size were using combination
coverage.

lulls 4;5: EsthesteaDistributiowof Sources of insurance COyerage by Size of Molts!

Hospital Size (numbar of beds)

Self-insurance trust fund
ony Purchased

Combination of
purchased and self---insuranceonly

1983 1985 Changes 1983 1985 Chalfael 1983 1985 Change

All hospitals 319 327 +8 _ 40124_A219 -105 929 1,083 +154

Fewer than 50 42 87 +45 996 947 -.49 110 142 _+32

50 to ga 94 94 1203 1,1W -47 97 142 +45

100 to 198 88 69 -19 1J)04 989 -15 237 292 +55

200 to 299 27 23 -4 546 551 140 138 -2

303 to 399 21 18 -3 264 260 -4 136 143 +7

alto 499 21 13 -8 149_ 154 +5 90 91 +1

500 or more 27 22 -5 163 161 -2 120 131 +11

aThe changes may reflect only the amount of the sainpling etebts for the estimateddistribution.

Note: Detail by hospital size May not add to total for all hospitals due to independent estimation.

Other Actions
During the 1983-85 period, about 18 percent (or 1,050) of the hospitals
made one or more changes to their insurance programs that could tend
to reduce cost, or at least mirdmize cost increases. These changes
included (1) decreasing total lier-6ccurrence limits, (2) switching from
the accurrence rmlicy form to claims-made liolicieS, (3) establishing self-
inSurance trust funds to cover all or part of the malpractice exposure,
and (4) adding a deductible provision or increasing the deductible limits.

The most frequent charim mute by the hospitals was to d&crease total
per-occurrence limits. As mentioned, about 460 hospitals decreastil their
limits. Of these, about 400 made no other cost-minimizing change, while
the others deereased coverage limits in addition to establishing self-
inturance trust funds, adding or increasing deductibles, and/or
switching to claims-made p3licies.
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The rwcond most frequentclumge was to switch from a generally more
expensive miuTmce policy to a claims-rnae policy. Aliout 220 hotpi-tab made this cbanw. At the same tiine, about 90 of these were
increasing their per-Oecurrence limits. Another 25 were decreasing cov-ers& limits, adding self-insurance truSt ftmds, and/or adding orincreasing deductibles.

Another change was the establishment of SW-insurance trust funds. .Overall about 210 hospitals added trust funds eitheras their only (tit-minimizing action or in combination with changinscoverage &nits and/or switching to claimi-made policies. As shown, the net increase in theuse of selfu,SurSüce trust funds either alone or in combination withpurchased insurance was 162 Kolpitals.

The other change--adding a deductible provision or increasing thedeductible liniitsalso was mac* by about 210 hospital& Of these hot-pitals, 135 were also changingCoverage limits and 10 were SWitaing to
claims-macie policies. The median per-cmcurrence deductible limit
increased from $5,0450 for about 1,000 hospitals with a deductible provi-sion in 1983 to $10,000 for about 1,100 hospitals in 1985.
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Appendix ll

Insurancv Premiums for Predominately
hased Coverage Limits and Policy Form by

State for Five Specialties

This appendix &mt.:Ain-a five tables that provide the insurance premiums
by state for predominately purchased coverage limits- and policy form
for five physician specialties as of July 1, 1985.

Coverage liMits are in millions Of dollars. States with coverage_limits of
"none" have state funds (such as a patient compensation fund)_that pro=
vide unlimited coverage for physicians participatingfin the fundS, even
though Indiana, Nebraskai and New Mexico place limits on amounts
paid for individual incidents.

In 11 states and the District of Columbia; the leading insurer offers both
othirreriee arid Claims-made policy forms. In those cases, the premiums
shown axe for the policy forin Purchased most often by physicians of
each particular sixcialty.

In mine states, the leading insurer has multiple-rating territories. Pre-
miums shown are for the territory with the largest number of phySi=
cians of each specialty.
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Mopendix II
Insaramm hernia= for Pitidominately
Parch-Wed Coifirmte Limits and Policy Form
bit State for Five Specialties

Table 11-.1: Malpractice Insurance
Premiums Paid by Ph_ysiciafii In State Premium Coverage_ limits' Ptdity foie5WmeraliFamily Practice_(Minor SLagery)
by State as ot July 1, 1935 FLC $12,156 $1/$1 C

ILC _ 11,592 1/3 0
HI 10,136 1/3_ C
ME 8,656 1/-3- C
RI 8,467 1/3 0
CAc 8,124 0.5/1,5 C
Nyc,d 8,088 1/3 0
AK . 7;780 2/4
WI 6;902 y 0
ND 6,658 1/1 C
IA 6,392 1/1 C
CTd 6;386 1/3 0
WVd 6,297 1/3 0
GA 6,118 1/1 C
OR 5;998 1/3 _O
NH 5 959 1/3 0
MD 5,743 1/3 0
AZ 5,650 1/1 c
VitA 5;466 1/3 0
SD 5;445 1/1 c
KS 5,296 3.2/6:6 C
MO 5,143 1/1 0
IDd 5;112 1/3 0Kr' 5,013 1.2/1.6 0
WY 4,985 1/1 0Atd

4;905 1/1 0
MIc 4,;779 0.2/05 0
TN 4,724 1/3 C
MN 4,721 1/3 C
NV 4;664 0.5/1.5 CVT 4;423 1/1 C
PAC 4,264 1 2/3:6 0
VAc 4;214 1/1
NJ 4186 1/3 0
DEd 4,072 1/3 C
NE 4,057 1/1 CDc 3;916 1/3 0
UTd 3,909 1/3 0
LA 3,853 1/2 0
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Appendix II
InntrancePrentiunta fee Predominately
PUEdia Ccreenvge LinVm and Polk? Form
by State for Five SpreialtW

State Premium Covorago limits° Policy foro0

OH $3,837 $2.21$2.6 0
MS° 3 604 1/1 C

CO 3,444 4/1 0
mN_I, 2,950 1/3 0
NM 2,917 0.5/' 0
NC 2,760 1/1 C

AR 2,494 1/1 C

MT 2476 0.5/1.5 C

IN 2,329 0.5/' 0
SC 2,203 ft 0

2,156 1/1 0
OK 2.120 1/1 0

' Coverage limits are per occurrence/in aggrepte. Figures are in millions.

b0 = occurrence; C i Claims-made.

bLeading insurer has multiple-rating terntones. Premium shown is for territory with the largest number of
physicians of this specialty.

dLeading insurer otters both occurrence and claims-made policy forms.

°Premium shown is conditional upon final approval of state insurance depanment.

1None.
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47seitmitx
IssuranoeFfeedmmi f Irredmidaately
Patesed CoVertga Welts and Policy Form
by Sate tor Five Specialties

Table 11± Malpiactics latifreade
Phys4oV400 le Stabs__ Premium Covisegiamtte_ Policy fete

Premiums Paid by
fill Stager/ by State as of July 1, Ote $30-136_±- $1/$1 C1905

ILC 28;280 1/3 0cike
23,172 0.5/1_5___. .0
20,563 _ 1/3 0

MO 20;138 1/1
Noc,o

19,719 1/3 0Mr 19,704 ___0.2/116_ 0
NV 19 -,192___ 0.5/1.5 C
HI 1-9,116 1/3 C
RI 18,817 AP__ 0SIP_ 18;610 1/1 C
NJ _18210_ 1/3 6
DCd 18,171 1/3 _ C

18,107 1/3 0
Az 17,95I_ 1/1 _C
IA 17;834 1/1 c
KS 17,747 3.21_6.,6_ _ C

17,302 I if 0
NH 11297___ 1/3
WV° 17,264 1/3 0
OR 17,228 0
GA 17;035 1/1 C
KYd 16;765 1.2/1.6 0
WA 16,135 113 0
Sb_____ 15,194 __ 1/1 C
IDd _15029_ 1/3
AK _ 14,802 2/4
WY 14,667 /1 oRAF

14;586__ 1.2/3.6
ME 14;205 1/3 C
DEd 13,431 ____113 C

12,706 1/1 C
MN_ __12;64S--- 1/3
MS° _ 12,012 1/1 C
TN _ 11,963 __113 CvisL_ 11 ,661__ 1/1 C
wr _al-1_,024 1/1 C
CO 10,872 1/1____ 0
D 10,705 2.2/2.6 0
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Amend': II
Insurance Premiums for Predominately
Pare lusted Coverage Limits and Policy Form
by State for Five Spetititied

Slide Premium Coverage limits° policy rormb

LA $10,350 $1/$2 0
_9308 0.5/1.5 C

MA°,° 9,577 1/3 0
NC 8,896 1/1 _C

OK 8;772 5/5 0
UT° 6681 1/3

NM 8,516 015/!

NE 8,097 11 C

TXC _6036 1/1

IN_ 7,760 0 st
AR 6,063 1/1 ,..,

,-.

SC 5309 fp 0

°Coverage limits are per occurrence/in aggregate: Figures are in millions.

b0 = occurrence; C = claims-made.

cLecding insurer has multiple-rating territories. Premium shown is for territory with the largest number of
physicians of this specialty.

°Leading insurer offers both occurrence and claims-made policy forms.

°Premium shown is conditional upon final approval of state insurance departMent.

None.
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)4**MHz II
Insurance Premiums for rredominately
Purchased CovcraTo Milts mufti POlicy Form
by State feit Ms Specialties

Table 11;3: Malpractite Initiranco
Premiums Paid by Physicians in Siete Premium COVEirit ___Policy_tombAnesthasiology by State as of July 1; AZ $35,232 53/$31985

DC° 28.695 5/5
IL° 28,280 1/3 0
HI 28,092 1/3

27,339 1/1
RI 23;521 1/3
CT° 23236 1/3 0
AK 2Z264 2/4_ C
WA_ 20$75 5/7 0
WV° 20717 1/3 0
MO 20,138 1/1 0
ND 18,610 1/1 C
WY 18;343 1/1 _O
ID° 18,027 1/3 0
M_S° 18,013 5/5 C
MD°,° 17,970_ 1/3 0
TN 17,883 5/7 C
IA 17,834 1/1 C
KS __ 17,747 32/6.6 C
KY° 17;316 1.2/1.6 0
WI 17;302 fril

I 0
NH 17,297 1/3 0
OR 17,228_ 1/3 0
GA 17;035 1/1
cAc

16,620 0.5P .5 CMr
16;4% , _

., . 0
OH 15.88E ? ?I.' 0
CO 15,272 1 /1 0
sta 15,194 -4 i C
AO 15,179_ _ 1/i C
FrAc

14;586 1 2 3.i _ :0
ME 14,205 : r.)

NJ 13,817 1-/Z 0
DE° 13;431 1/3 C
NV 13;148 0.5/1.5 r.
LA 12,924 1/2 0
Nyc;c1

11;928 1/3 0
NE 11;228 1/1 D
OK 10,953 5/5 0
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AppenfAx U
liMittace Premiums for Pre*oitilmoly
Pairillisied Coinage Milts and Polky Form
by State for Five Specialties

State _ Premium Coverage Melba Policy forn
W $9,915 $1/$1 _C
MN 9,866 1 /3 C

Vr 9,820 1/1 C

MM.' 9,577 1/3 0
urd 8,511 1/3 0
Txc 8,036 1/1 0
NM 7,932 0.51 0
NC 7,924 1/1 _C
IN 7,760 _0.5/ 0
MT 7,264 0.5/1.5 C

SC 5,809 fir 0
AR 5,407 1/1 C

secherige limits are per occurrence/in aggragatb. Figures are in millions.

110 occurrence; C chains-MSc*.

cLeading_insurer has multWrating territories. Premium shown is for territory with the largest number ot
physicians of this specialty.

dLeading insurer offers both occurrence and claims-made policy forms.

°Premium shown is conditional upon final approval of state insurance department.

'None.
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ppendlxfl
InsarancePrendama tor rredominately
Parclmed Coverage Malts and Policy Form
by State for Five Specialties

Table IL* Malprectic4 !Mite**,
Still.r.MMMIMMM.1.11111111.1.Premum COverage limits*

Premiums Paid by Physicians In
Obstetriostaynacology by State as of
July 1, 19115

Policy formb
FLC $51,112 $1/$1 C
DC° 43,833 5/5 Cmy.d

42;434 1/3 6LC
42.184 1/3 0

HI
.

37,652 1Y3 CGm
34;816 0.5/1.5 C

CT° 32,901 1/3 0
MO 32,480 111 k'
NYC,° 30,818 1/3 0
OR 27,495 1/3 ()
AZ 26,767 1/1
ND 25,994 1/1wo

25,897 1/3
KS 25.761 3.2/6.6 e
AK 25,336 2/4 C
IA 24,901 1/1 C
WI 24,508 v 0
WA 24,464 1/3 0upd

24,043 1/3 0
GA 23,781 1/1 C
RI

23.521 1/3
NV 22,592 0.5/1.5

_0
C

ME 22,530 1/3 -5
SD 21;220 1/1 C
KY° _20266 1.2/1.6 0
NH 20,755 1/3 0
NJ 20,304 1/3 0
PAc 20,196 1.2/3.6 0
MIC 19,931 0.2/0.6 0
WY 18,343 1/1_ 0
VT 18,260 1/1 C
CO 18,136 1/1
AL° 17,652 1/1 C
NC 16,904 1/1 C
TN 16,614_ 1/3 C
VAC 16,270 1/1 C
DEd 16,117 1/3 C
OH 14,775 2 2/2.6 0
MS° 14;014 1/1 C
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AIMIuidli
Insurance Premiums for Itedominately
Purchased Coverage Limits and Policy Form
by Stu Cc for Five Spec Aall:fes

State Premium Coverage limits' Policy fore
UTd $13,376 $1/$3 0
KAM.e 12.928 _ _ 113 0
MN t1,808_ . 1/3
Tv 11,609 1/1 0
MT 11,540 0.5/1.5 C

IN 11,380 0 5/' 0
LA 11,310 1/2 0
NE 11,289 vf c
OK_ 10,953 _ 5/5 o
NM 10,627_ 0 5./f 0
AR 9,992 1/1 C

SC 6,922 fp 0

'Coverage limits are per occurrence/in aggregato. Figures are in millions.

'30 occurrence; C claims-made.

%coding insurer has multiple-rating territories: Premium shown is for territory with the largest number of
physicians of this specialty.

dLeading insurer co- ,th occurrence trid claims-made giolicy forms.

°Premium Shown is conditional upon final approval of state insurance department.
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TObli 11.5: Malpractice insurance
Premium Pad by Physicians in
Orthopadic Surgery by State as of July
1, 1915

ium COstrage limits* Policy footO
ILC $56088 $1 /$3 0
DCd 43,833 5/5 ; C
AZ 41,919 3/3 _C
FLc 40,925 111 C
HI 37,652 1/3 C
AK 35,431 2/4 C
Mle 34,410 1/1 0
CTd 32,901 1/3 0
Nyc,d 31,993 1/3 0
NH 27,676 1/3 0
MO 27,608 1/1 0
WVd 25,897 va 0
WA 2500 1/3 0
KYd 25,217 1.2/1.6 0
NJ 25,172 1/3 0
MDc,d 24,959 1/3 0
KS 24,331 3.2/6.6 _C
1Dd 24,043 1/3 0
RI 23,521 1i3 0
NV 22,5q2 0.5/1.5 C
ME 22,530 1/3 C
ND 22,302 1/1 C
OR 21,995 1/3 0
IA 21,667 1/1 CcAc 21,6 0.5/1.5 C
WI 20,845 ft 0
GA 20,407 1/1 C
PAC 19,074 1.2/3.6 0Del

18,803 1/3 C
WY 18,343 1/1 0
SD 18206 1/1 CCO_ 18,136 1/1 0
TN 17,823 1/3 C
ALd 17,652 1/1 C
OH 16,716 2.2/2.6 0
bk 15,6197 1/2 0
MM, 15,322 1/3 0
VT 14,637 1/1 C
MN 14,435 1/3 C

Pali. 88
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Appendix 11
rnsurance Pxendwms for Fredomanawly
Purchased CUVerage Lintits and Policy Form
by State for Five Specialties

State Premium coverane _tomb_

MS° $14,014 $1/$1
vAc 13,967 1/1

NE 13,441 1/1

UT° 13,376 1/3 0
NC 11,812 1/1

MT 11,540 0.5/1.5
OK 10;953 5/5 0
IN 10;605 0.51 0
Txc 10,121 1/1 0
SC 9;150 fir

AR 8;028 -1/1
NM 7,932 0.51

aCoverage limits are per occurrence/in aggregate. Figures are in millions.

b0 P occurrence; C a. claims-made.

CLeadinginsurer has multiple-rating territories. Premium shown is for territory with the largest number of
physicians of this specialty.

°Leading inlurer Offers both oilcurrence and claims-made policy forms:

aPremium shown is conditional upon final approval of state iosurance department:

e;
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Apjamdix.111__
States With Multiple-Rating Territories

Ca liftiMla
1. Northern California
2: San Diego_
3. Southern California

FlOrida
1. Dadeand Broward Counties
2.: Rest of the state
mithjaan
1. Macomb,_Oakland; and Wayne Counties
2_Resinf_the_state
Maryland
1. Rest of the state
2. Montgomery; Prince Georges Howard; and Anne Arundel Counties
3-_Baltimore City and County
Illinois
1. Cobk, Dupage, Kane; Lake Madison; McHenry; St: Clair, and Vermilion Counties
2. Champaign; Jackson; Kankakee, Lasalle, Sangamon, and Will Counties
3: Rest of the state
NoW YOrk
1. Long Island
2. Bronx; Kings; Queens:, Richmond, Rockland, and Sullivan Counties
3: Manhattan, Orange, Ulster, and Westchester Counties
4. Pest of the state

.,myleanis
1. Delaware, Montgomery, and Philadelphia Counties
2. Rest of the state

alL2niniiy6fso,,,gierriou
nties

Texas
1. Rest of the state, Counties of Brazoria, Galveston
2. Harris, Jefferson, andMontgomeni_Counties
Virginia
1. Arlington, Fairfax, Fauquier, Loudoun, and Prince William Counties
2. Gloticester, Isle of Wight; James City; Surry, and York Counties
3. Rest of the state
4: Charles City; Chesterfield, Dinwiddie, Goochland, Henrico, Hanover, New Kent;

Powhatan, and Prince George Counties
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Made
Limits for States With Multiple-
Temitoriesa as of July I, 1985

$0;5M/$1;5M $1M/$1 PA ilMIS3M
!Mir Mal ititAldift (h0 sottow
Caiffontisc_

1

2

3

Florida.

772

4,416

4,800

1 $9 228

2 6,154

Maryland:_
1 $3 694

2 4,412

3 4,91X1

New York:

1 11,670

2 10,201

3 9,030

4 5,280

Virginia:
2,940

2 2 723

3 2,179

4- 1,851

Ganerailfamity_mactica (minor !surgery)
California:

1 6,392

2 7,476

3 8 124

Florida:
1 18,229

2 12,156

Maryland:
1 6,055

2 7,314

3 7 991

New York:
1 15,553

2 13,5N

3 12 034

4 7,037

Page 71

70
GA0/11R186112 Medial Maleadice laithawe Coati



Apkiftllic IV
Cloboa-Made Policy_ Premiums by Coverage
Undo for &lam With multipltguthig
renitbries so or July 1, UM

$0.5M/$1 SM $1M/$1M $1M/$3M
Generni/family_practicelminor_surgery)

1 $5:687
2 5,270
3 4,214
4 _3,581

12Witoral Surgery

California:

$18,240
2 21,336
3 23,172

Florida.
1 46,067
2 30,736

Maryland:_
_ 1_ _$15,481

2 18,892
3 20,729

New_York:_
1 _34 819
2 30,437
3 26,42

15,754
Virginia:

1 15,750
2 14,589
:3 11,667
4 9,915

Anesthesiology
California:

1 11,722
2 15,304
3

Florida:
16,620

1 40,996
2 27,339

Maryland:
1 15,481
2 18,892
3 20,729
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APP-eiiiiit IV
Clainis-Made Policy Pr2miwns by Coverage
Limits for States Milt Multiple-Rating
Tmitories vs of JWy I; 1935

$0.5M/$1.5M $1f011$1,4 $1N1/$3h1

Anesthesiology
NeW York:

1

2

3

4

$22,937

20,050

17,748

10,378

Virginia:
1 $15,750

2 14,589
3 11;667

9,915

5)4Ietrics/gynecology

.

1 $27;400

2

3

32,048

34,816
Florida:

1 76,641

2 51,112

Maryland:
1 36,393
2 44,580

48,9E18

New York.

2

3

59,262

51,805

45,855

26,813
Virginia:

1

2

3

4

21,963

204T
16,270

13,828

OrthOrm4dic surgery
California:

1 21,456

2 25,100

3 27,272
Florida:

1 61,363

2 _40$25
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Minklin IV
Clalms-Made Policy Premiums by Coverage
Limits for States WitkMuldpleitatim;
TetrItoriet asof July 1, 19115

$0.5M/$1.5M M/$1 M M/$3M
Orthopedic surgery
Maryland:

1 $21,457
2 26,232
3 28,803

New York:
_ 6i ,522

2 51780
3 47,604
4 27,835

Virginia:
1 $18 855
2 17,468

_3 13,967
4 11,871

P%otroaurgary

Califorrga
1 $24,248
2 28,356
3 _30,804

Florida:
1 97,010 _
2 64,696

Maryland:

21;457
2 26232
3 28,803

New York:
1 _72,566
2 63,434
3 56,150
4 32,832

Virginia:
1 32,835

30,418
3 24,324
4 20,673

*au

'See append) for a list of territories.
Note: Coverage limits are in millions of dollars.
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Appendix V

urrence Policy Premiums by Coverage
Limits for States With Multiplf?--Rating
Territoriesa as of July 1, 1985

$0.2M/$0.1514 $1M/IIM $1M/$3M $1.2103.6M
Internal medicine(noiturgerj)

Illinois:
1 $7,420

2 _6,032

_3 4,640

Maryland:
1 3,494
2 4,179

4,547
Michigan:

1 $8,445

2 5,574

New York:
1 13,413

2 11,726

3 10,380

4 6,069
Penrswlvanii:

$4,619
2 2,244

3 2479
4 _3,657

Texas.

1 1,437

2 2,352

General/family practice (minor surgery)
Illinois:

1 11,592
2 9,368
3 7,144

Maryland:
1 5,743

2 6,942

3 7,587

Michigan:
1 $7,224
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Appendix V
OecurreneePoliey_Premiums by Qwerage
linilta hie St Ate. With Miltiple-Rattng
Territories as of July li 1985

$EL2PA/$0;13M $1M/$1M $1M/S3M $1.2M/$3.6M
General/family practice (minor surgery)
New York:

1

2

4

$17,876

15,628

13,833

8,088
Panntylvania:

1 $8,775
2 4,2E4
3 4,709
4 6,948

Texas:
1 $2,156
2 3,528

General surgery

1 28,280
2 22,716
3 17,156

Maryland:
1 14,720
2 17,970
3 19,719

Michigan:
1 $19-704
2 13,003

New York:
1 40,021
2 34,986
3 30,g69
4 18 107

Pennsylvania:
1 30,024
2 14,586
3 16,111
4 23,770

Texas*

8,a35_
2 13,151
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Appendtx V
Occurrence Policy rrenAwns by_Coverw
Limits for Rates With hitiltildi-ilating
Territories as ofJuly 1i 1985

SO 2M/$0.6M $1M/S1M S1M/S3M $1 2M/S3 6M
Anesthesiology
illinoia:

1 $22,280
2_ 22,71R
3 17,156

Maryland:
1 14 720

2 17,970

3 19,719

Michigan:
1 $24,994

2 16,496

NoW York:

A 26363
2 23,047

3 20,401

4 11,928
Pennsylvania:

1 $30,024
2 14,586

3 16111

4_ 23,770

Taxa':
8,036

2 13,151

Obstetrics/gYnacology
Illinois:

42,184

3r4,840

3 25,496

MarYlind:
34 637

2 42,434

3 46,632
Michigan:

1 $30;198

2 19,931

No* York:
1 68 116
2 59,547
3 52,709
4 30,818
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Appendix V
Oixtirrenft_ Mk", Premiums by Gmeraga
limit* for Rita With Mu Wide-Rating
Territories as of.lnly 1, 1988

SCUM/SO.6M $1Mi S1 M tiM/$3M $1.2MJ$3.6M
Obstetricslgynecolo-gy
Pennsylvania:

1
$41,570

2
20,196

3 21,068
4

13,551
Texas:

1 $11,609
2 1R,995

Orthopedic surgery__
Illinois:

1
$56,088

44,964

33,840
Maryland:

1 20,410
2 24,959
3 27,409

Michigan:
1 52,305
2 344,410

New York.
1 70.713
2 61,817
3 54,719
4 31,993

Penntylvania:
1

32261
2

19,074
3

18,589
4

31,0113Taxer_
1 10,121_
2 16,560

Neurosurgery

1
56.088

2 44,964
a 33.840
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t4pendix V_
actdireace Polity PrentiorAs by Coverage
Limits for States With Mu 'Sok-Rating
Territories as ofJuly 1, 1985

-$01 $1M/k1M $1M/S3M_$_t2Mf$3;6M
Neurorpery
Mar YlOA:!.

1 _$20,410
2 24,959

3 27,409

Michigan:
1 $.52_305
2 34,410

NoW York:
1 83:407

2 72,914

3 64,&42

4 _37,736
Pennsylvania:

1 $41,570

2_ 20,1%
_3 _etoee

4 13,551

Texas:

2

11,609

18;995

appendix Ill for a list of territories.
Note Coverage limits are in millions of dollars.
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Argendix VI

Survey of Hospi
Professi Liability

g Hospi
e) Protection

U.S. GENERAL ACCOUNTING OFFICE

SAYET OF HOSPITALS_REGARDIPC

HOSPITAL PROFESSIONAL LIABILITY (MALPRACTICE) PROTECTION

CORRECTIONS

(SPACE FOR LABELl

10 (1-6)

CARDI (7)

If the address_on the label Is incorrect_pleese make correctiOnS Oh the right. This address will be used to
mail a summary Of the findings to participiiing heipitoli.

I. Please provide the heel, title and telephone number of th0 'ndividual we should &Watt If additional
information is require! &Sou; Your response.

Nave:

Telephone numebr:

_

ThIS_GleeStiehheire MSS e Series of_questIonS Abet yeer
hospital's profeSsicinal liability protectioA for

policy years ending In 1983; 1984 Shd 1985; it coacerns_the_sources, levels_of osverege end edits fri.
professional IlibilitY insurance. For purposes_of_this_survey, we consider "heipitil" hi mein tha same as
difined by the American Hospital Association-, which Is 'the organitelon cr corpora+. entity licensed or
registerid ai a hospital bye stet, to

previa' diagnostic end therapeutic patient services for variety of
medical conditions; inelbding both Surgical end nonsurgical."

The Information that you provide will be suweerized and reported to the Congress. The Individuel responSOS
of hospitals participatill !n the WV** Will be used to create a date file. This file will be evailabie upon
request after thla GAO report is issued.

Individual responses in the pot tile iIii be Identified only es to
(I) giegriallic census region. (2)bei complement

range; (3) patiarit cens,s_renge, end (4) whether or not the
hospital was affiliated with a medical Stheel. The names of Individual hospitals participating In the Wei*
and_eny link, other thee. !hit Indicated above,

between the individual hospitals end their responses wIll be keptcOnfidentlii.
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Apjfeinilic VI
&arrof 110Piti ID R4*Sid1ng Ito401til
Professional Liability (Malpractice) Protection

2. Indicate the beginning and nding dates for the

hospital's policy yews which end In 1983, 1984

and 1985. A policy year Is the 365 or 366 days

6iptiMen the annual premium or payment dates.

If your hospital's policy year Is less than or

greater than this please explain.

BEGINNiNG DATE - -

ENDING DATE

3. %Ito, was the bed complement of the hospital (excluding

bassinets and incubators) on the first day of each

policy year?

4. How many -1-nortiont-days-(excluding newborn and bassinet

days) did the hospital have for ach policy year7

if your 1985 policy year_has not concluded; please

estliAfe inpatient dill far that year.

5. How_many outpatient vi-stts (excluding emergency room

YilitS) did_the hospital haft for ach policy year?

If your 1985 policy year has not conclu&od, please

estimate outpatient visits fm- that year.

6. How many emergency room visits did the hospital have

for each policy year? If your 1985 policy yeer_has_mot

concluded, please estimate emergency room visits for

that year.

7. Was the hospital affiliated with a medical school on

the first day of each policy year? (CHECK ALL THAT

APPLY.)

(1) Yes, through an intern and/Or residenCy program - -

(2) Yes, through another program (EXPLAIN)

(3) No

L
Policy Year

1983 1984 1985

Op./Day/Yr. 143./Day/Yr. Mo./Day/Yr.

1___/ / / / / /

/ / 83 / 84 / 85

(8-43)

(44-55)

(56-73)

.2 (8-25)

(26-43)

1

(44-52)
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PNINARY PROTECTION

THE FOLLCNING Q5T 11,4 RELATE TO THE SOORMS, LEVELS, AND COSTS OF PRINARY (FIRST LEVEL) PROFESSIOWL LIABILITY
(MAIRRACT10E) PROTECTION WHICH wAS IN FORCE ON THE FIRST DAV OF EACH POLICY TM. IF ARV qu(sTion PRE NOT
APPLICAOLE, !WERT "N/A" iN THE APPROPRIATE 80X(ES).

e. On the flrit day of NO of_the hospltal's pollof Years .
thrOUgh what scurce(s)_wes primary (fIrst leVel) profes-
sional ilability (malprOctiow; prOtittion provided?
(CHECK U. THAT APPLY.)

(1) Self-Insurance trust fund (single hosPit4I)

(2) Self-Insurance trust fOnd (group of hospitals)

(5) Commercial Insurfmcs

(4) Hospital-formed Insuring company or trust -
(captive insurer)

(5) Stat. fund (such as catastrophic loss tund,
patient compensation fUnd, eft.)

(6) Did eidt Insur* (went bare)

Pelt* 82

3

Policy 'fete

1983 1984 I 1905

1 1

1

(53TO)
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Apliendlic VI
traiii4of /164Oltals IWO-rabid lioaOltal
Professional Liability (bialpractlee) Protection

9. If the hospital provided Its_prieertprofessional 1/a-

bilit1 protection through self-Insuranop_trust fund.

Shen tne amount of thilo retimitift In force

on the first day of each policy yew

(1) Par Oddertende Melts

and
(2) Aggregate, limits

ID. If the hospital proviCed Its eltri.OrOtestienil

11011 Ity protection through se-14-1-nsurence-trust-tund-,

fiNsv_the hospital's contribution to Its self-Insurance

/tett fend for o policy yopt.

--Separate professional from general liebility. If

posilble.

11. Did thiS contribution InClude covorago of comprehen-

sive general liability? (CHECK ONE Fat EACH YEAR.)

(1+ 7es

(2) No

4

Policy Year

1.43 I 1984 1985

.3 (8-37)

1
1

(38-58)

(59-61
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Appen-din VI
Warvay of lin-spItala Regarding Hamitic: _

Professio= Liabiho (drIproad.:*) Proxnetimi

12. If the_hosplte! purchased primary profistional

liability protection what maximum dollar limitS dld

tni hospital have on the first day of each po!icy year.

(1) Per occurrence limits

Ind

(2) vigregate lielta -

13. If the hospital purchased priory professional

IlabIllty_protectfoni_was there a ded0C10.:16 oe quota

share applIcali for first dC!lar lOsses for the covere9s

In Nem on the first day o ach po.1,y year?
(ChEICK ONE FER EACH YEA0,1

(1) Yds

(2) No

14. If yes, show amount of_deductIble or quota shore for

the coverage in force CIA the firit dal 61 oath policy

year; ss

(1) Per occurrence

and

(2) Aggregate -

Policy Yier

1983 1984 1985

*4(8-37)

I

(38-40

s $

$ . s

(41-641

INV& 84 GAO/HRD416-1I2 breeltrA Iiiralprnetice Innurance Comm
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Appendft I
Ektrrika liCappitilii MOiltraibit Harp! 4./.1
Frofeedonal Liability (Malpractice) l'rotection

Policy Year

19to I 1984 1985

15. If. the hospital purchased primary professional lia-

bility protection, what was the hospital's total cost

(premiums) for each policy year?

--eparate professional from general liability, if

possible.

--Include any retrospwctive premium edjustMents.

--If you had more than one policy during a policy year,

be sure to prorate the premium on the basis of one

policy year.

16. OId th;s cost (premiums) for primery.crotection include

coverege for comprehensive general liability?

(CHEC( ONE FOR EACH YEAR.)

(1) Yes

i2) No

17. Hos a retrospective premiut. ...istment been Included

In th!..! cosy for prImiwy,p.-:....ctIon7 (CHEC( ONE FOR

&MN YEAR.)

(I) Yes, adjustment included

(2).AdjUitliehtt; poiiible. bit WI' Iftlided

(3) Adjustments not possible with our coverage

6

*5 (8-28)

i 1

i i I 1

3-31)

I

( I I 1

I

I 1 (

(32-34)
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Appendix YI
&trvey Of HOSPitili Regarding Hospital
ProLmdonal liability (Malpractice) Protect

ABOVE PRIWAY-PROTEMON-

THE FIM.LOWIWOUESTIONS !ELATE TC THE_SOURCES, LEVELS AND COSTS_OF PROFESSICNAL LIABILITY (MALPRACTICE)rOoTECtIorerson PRO4NWt ',SUCH AS EX6TS3 NO/OR iseraTIA COVERAGE) WHICH WAS IN FORCE ON THE FIRST DAY OF FACHPOLICY YEAR. IF ANY QUESTICWS ARE NOT APPLICABLE, IPEINT WA* IN THE APPROPRIATE BOX(ES).

18. On the first day oi each of the hospital's polley
raers, through uhat_srurce(s) ves prcletaidnil

liability (melrectfce) prOtaCtialjlemitina___

(such_as miteaS and/Cr iibrelle coverage) obtainsd/
(CHEC( ALL THAT APPLY.)

(1) Commercial laser-aft*

(2) Woopliel-tormed Insuring company or 1.us1
(captive insurer)

(3) Stat (WIC (Mich as catastrophic loss fund;
patient camper, +ion fund, W..)

(4) Old not Insure (vent barb)

)9. Mhat_maxImwm dollar limIti Of profeosional liability
protect Ion MOva pE (Nary- d I d the how) ta I hews on thenett fty of aach pol icy year?

(1) Per occurrence limits

aild

(2) Aggregate limits

1903

Policy Timer

1984 1985

(35-46

(47-76)

Page 86
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Appendix VI
tfarvey of WospiinG Rs1thg HmAtal
Professional lAability (galpraetke) Pintettion

20. What was the hospital's total cost (premiums) for

profescionel_liability protection above- primary_

for *doh polict, year?

-

Separate professional from general liability, if

possible.

--Include eny retrospective premium edjustments.

--If you hid 17401 thin COO 00IICy during 8 policy

year. be sure to prorate the premium on the basis

of one policy year.

21. Did this cost (premiums) for_L protedtIon
include coverbg. for comprehensive general liability?

(CHECK ONE FOR CNN YEAR.)

(I ) Yes

(2)W

22. 144, a retrospective premium adOustmeni bew Icluded

in this cast tar Above primary protection? ((UK ON(

FOR EACH MR.)

(1) Yet, dUattneeet In:Jaded

(2) Adjustments possible. bat not Included

(3) Adjustments not possible with our coverage

8

Polky ar

1983 14u I 1905

1

(29-31)

(32-34)
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Mveodix VI
Survey of Hoopttitb ireiwung Ik7ta1 .

ProfeMial Lltdi flit* (Malnrsetke) Protection

23. What policy form of professional lIabIllty_profectIce

did the hospital have for each policy year? (Thls

ShOald be the same for both ?Amery- end

(NUR ONE FOR EACH YEAR.)

(I) OttUrrence

(2) Claims made

24. Foe each p Icy year, what was the total cost to the

hospital for un,nsured (paid out of Goer-afloat)

prOfetairinel Ilib'llty losses (such as amounts paid

out (1) IA relaticm to a deductible or_quota share

and/or (2) losies above the coverage limits Of pur-
chased InsuraTc- v actuarially-fttermlned zontribu-

tiOni tO a seir-insurence fund)?

Policy Year

1983 :984 1985 I

I

(35-37

1'
(38-61

25. If you tea. thet_queetions 6 - 24 did not allow you to adequat-.0.vr.:...'r 'Ire type of professional liability
protection your hospital has, please do your best to anrser 'jou can *ad then dee the Seam
beide to describe the type of protection you have.

(62)



Aptietidit VI
Surve_of
Professional Liability (Malpractice) Protection

26. Listed below aro a number of reasons insurance premiums and/or contribc.rons to insurance funds may change

from one year to the next. For faith of the two time periods; policy year 1983 to policy Year 1984 and

policy year 11841 to policy year 1985 (cm the next page), indicate the extent to which you feel each reason

contributed to premium or fund contribution changes for your-hosp+ta+ for pr-i-mary- and -abo,

professional liability coverage combined.

Polio; Year 1983 to Policy Year 1984

(CHECK ONE 83X FCR EACH REASON.)

Very

tyliat

extent

(I)

Great

extent

(2)

14b4arata

ff,:teat

(3)

VJaW)

extent

(4)

Lit:Iff

or no

extent

(5)

Does

not

apply

(6)

I. change in annual limits for your hospital's coverage

2. Change In the amount of retention In tae self-

InSUrenCe trUst fund

3. (Amiga in the amount of deductible

4. A Change In policy form of protection purchased by

your hospital

5. ins:mated contributions reguir-,d 4i a state fund

(such as catastrophic loss fund, patient compense-

+Ion fund, etc.)

6. OftroaSed contributions recuired by a state fund

-....

:se IA the -umber of claims filed against

hospital

1 I

8. Decrease In the number of clalms filed against

your hospital i
9. Increase In the amount paid for claints cloied

against your hospital

10. Detre*** IA the amOunt pa,d fOr cialma clOMMI

against your hospftal

11. Increase In the_ availability 04 the desired I.vels

of coverage to buyers

12. Decrease In the availability of the desired levels

of coverage to buyers

13. Change In brdkers

14. Other (SPECIFY)

Pao 89

(63)

(64)

(65)

(66)

(67)

(68)

(69)

(;0)

(71)

?

(73)

(74)

,.!5)

(761
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Appendix VI
Survey of HoapitaW Wegarding
Frofealicirbd Liability (Malpractice) Protection

26. (Continued)

POIity Year 1984 to Policy Year 1985

(OtECK ONE 804 FOP EACH EASON.

Vary

great_

extent

(1)

Great

extent

(2)

Nbiderate

iblitont

(3)

Somu

extent

(4)

Little

Or hei

extent

(5)

Donn

66t

qpply

(6)

1. Cha..ge In annual limits fOr yoUr hospital's coverage

2. Chinas In ',11 ano.,It of retention in the self-

InsJrance trust fund

3. Chumps ln the allount of deductible

4. A c6anii In pclIC., fore of protettlOri pOrchased by
yodr hospital

5. Increased contributions required by a stet. 1U/A
(such aq ophIc loss rund; pntient oxipensa-
firm fundi etc.)

6. Oecreeind ountribUtions rquired by a state (aid

7. Increemn In ;he riuMbilr Of dens i7led agelns'e
yOlOr hibipltal

_

8. Decrease- In the numbe-r of citililia Mind against
ycmr hospital

9. Increase In the amount peld for delft eloted
egeinst your hospital

10. Oftrilein in the amount paid for claims closed
ogainst your hospital

11. Introit* In the availability of the desiren levels
Of COViirege to buyers

1/. Onoreese In the eVellebility of thi disireJ :6vois
Of ObVerige to yers

13. Change In brokers

14. Other (SPECIFY)

11

*7(8)

(9)

(10)

(II:

(12)

(13)

;14)

(16)

(17)-

(19)

(20)

(21)

Page 90
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Fha liaspit4le lacnowting
r' AI, C.Ialp.ractice) Protection

27. Did (i111) the svvilibWty Of M6111'4: Insurance Pose a problem for your hospital In obtaining the desired

=mirage of professional 1;sbl'Ity for your hospitc's policy year ending in 1986 (1.0 did (1.111) the

capacity of the Insurance mar)4.1 have any adverse Impact upon your hospital's ability to obtain desired

0601rage)7 (CHEC( ONE.) (22)

(I) I 1 Yee (PLEASE EXPLAIN.)

(2) I 1 NO

28. Old (will) th affordability of liability Insurance pose a problem for your hospital In obtaining the

desired coverage of pnafessional 16611ity for your hOdOltal's policy year ending In 1906. (C}E0c

(23)

(1) I I you (PLEASE EXPLAIN.)

(2) 1 I No

N. If you have (my on/newts on any questions In the questionnaire or on prafeitional liability insurance :r

general, please write them here. (i '

12
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Appendix VII

Number of Hospitals in the Universe, GAO
and Survey Reswnse

Hospftals
Universe UtrigA Responses

TOtel 5,783 1,782 1448
Brhospital size (no. of bwdri):
6 to 24 224 47 _22
25 to 49 986 iv iii
50_to 99 1,414 319 195
100 C0 199 1;382 427 287
200 to 299 726 253 189
300 to 399 438 167 138
40tax499 274 147 114
500 or more 339 240 192
By (Whims region:
1. New Enaland 251 136 110
2. Middle Atlantio 608 264 197
3. aouth Atlantio 820 306 214
4. East North Central (.3i) 292 211
5,EasiSouth_Central _488_ 103 54
6. West North Central 796 177 126
7. Mtt EoUth Central 845 168 1_10
8. Mountain 371 _153 109
5_Pacific 704 1S3 107...1111!=1.
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Argiendik

Data and Related Samp
ears 1983, 1984, and 1985

TabU V111.1: Wodpital ICalpracttes insurance Costs and Rented ftmpling Errors by Tv- : ...psndlture
Dollars in milhons

1983 1984 1985

Expanentuns Int
SI lingAng

urge Amount
Saintinsount_ SanternS

TWal dents -, .-94.:e- 4 947.7 99591 954.3 $1;338.0 $137;3

Contributions to self-insurance trust funds g . SS 32 1 289.3 37.0 350.6 390
Premiums for purchased insurano3 _ ;1:4 30.5 628.2 34.5 866.8_ 47.0

Uninsur6d kitsTrl 31.1 11.5 42.2 12.8 118.6b 122.6

'Sampling errors are stated at the 95-percent confidence level.

bEstimate subject to a large sampling error and should be used with caution.
Note: Detail may not add to total due to independent estimation.

TibU V111.2: Maid !Anion Of AMU&
Malprdcticd Insurance Muds and
Halsted Sampling Errors for Hospitals

Figures in percents

19113 1935

tAAnnual cost Hospitals
Same

Hospitals
Sama

Lesethab$10,000__1_4.2_2.4_ 9 2 2 9

$10,000 to $24,999 19.3 2.6 16.4 2.7

$25,000 to $49,999 16.9 2.3 16.9 2.5

$50,000loS99.999 15 3 2 0 13 8 t9
$100,000 to $249,999 19.0 1.7 21.2 2.0

$250,000 tio $499,999 8.4 1.1 11.1 1.4

$500,000 to $93,M9 4.7 .7 6.7 .9

$1 _million or more 2.1 .4 4.6 .6

IlartigNing errors are stated at thli 95-percent confiftnce Wvel.
Note: The universe of hospitals was 5,513 in 1983 and 5,656 in 1985.
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Appeadia_v111
EatbastedBaspital Etta wnd Related
Smpft &Vitt far Palley Years 1993, 1984,
lad 1985

liwuritra* Costs Per InpatWnt DayDIstrIbution_ofidalpracdos cnnl_Palatad_Sampling_Enws
Eiguresin_pormts

Itwratyci tinitt par day

183 1985

---""Pitais
SameprIZ

HOlpitils
ftlitjAillit _

saW_ __Hospitals
Sampling

Ono&
$1 34.4 3.0 25.8 2:9 13.8 2.52 25.9 2.9 25.5 2.8 19.3 2.63 14.6 2.2 14.7 2 4 15 5 2.54 7.6 1.3 9.9 1 5 11.9 2.2
6 5.4 1.2 al 1.4 8.8 1.86_ 9 .9_ 9 4.8 1 .1 5.5 1 37 23 1.2 3 2 1.3 4 5 1.3
8 1.1 .6 2___ 8 3.9 1.19 to 10 2.2 A

_i^

2.9 1.0 4.8 1 1
11 to 20 2.3 .8 3.4 1.0 9 3 1.5
OVOt 20 1.0 .6 1.5 _L6 2.7 .8

'Sampling errors are stated at the 95-percent conideritA level.
Nete: Ike universe of hospitals was 5274 in 1983; 5,434 in 1984: and 5,559 id 1985.
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AP*iidik V111
Estimated Hospital Data and Related
Sampling Errors for Polley Years 1983; 19S4;
and 1985

Table Vll1.4: Average Malpractice insurance Costs Per inpatient Day and Related Sampling Errors by Size of Hospital and
Region

Group
All I* *Atilt

1983 1984 1985
Cost Sampling Cost Sampling Cost SamprigA

per day errol per day error,' per day
$3.02 $0.20 $3.81 $0.27 95.50 80.41

By impital else (no-. of beds):
Fewer than 50

50 to 99

2.72 ...; ,i 3.29 .68 4.60 .72

2.72 .E,L, 3.47 52 5 10 _.62

100 to 199_ 2.86 . _ 3:88 .62 5.74 :78

200 tei 299 3.16 ..7".* 3.56 .42 , 5.15 .56

300 to 3g3 3.65 16 4.78 1.17 8.27 3.56

400_tu499_ 3 79 LO S 03 1 32 _7 37_ 1 76

500 or more 4.30 42 5.17 .55 6.94 .68

By i*gTM:
I Now England 2A8 33 _2 79 33 4 31 _55
2. Middle Atlantic 3.18 .26 3.69 .54 5.10 .74

,. South Atlantic 2.75 .35 3.78 .79 5.16 .63

4. East North Central 3.30 .47 4.30 .65 7.38 1.96

'i. 23t_South_Cem 2 15 57 2 49 -63 3 86 87

1.61 .15 2.19 .27 3,60 ,51

1.53 .21 2.27 .55 3.30 .61

!An_ 3 25 47 4 29 72 6 78 1 40

9. Pacific 6.71 1.34 7.86 1.49 10.16 1.37

"SamPling errors are stated at the 95percent confidence level.
Note: The universe of hOspitals was 5,487 in 1983; 5,556 in 1984: end 5,626 in 1985.

Table VOW!. of Changes in
Malpracticu irsurance Costs Per
lnpatiertDay From_1983 to 1985 and
ilMit*I Sampling Errors

Figuresirt percents_

Changes
Increases ofieSsAhan 10% or decreases

Ircreases of 10% to 49%

Incizases of 50% to 99%

Increases of 100% to 199%

lncreaseadf_20016_10299%

Increases of 300% or more

ft Mel,
HosMtals

15 1 2 4

24.7 2.7

21.1 2.6

24.1 2.7

8 0 2 0

6.7 1 7

'Sampling errors are stated at the 95percent confidence level.
Note: The universe of hospitals was 5,472.
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Anietntit VIII
&stirtatieC Roophal Data and Ite1atA4
Sampling Errors for Policy Yeas* 1983; 1984,
and 1985

TabU VIDA, Distribution of Changes in Malpractice Insurance Costs Per InpatWint Day From 1983 to 1985 and Related SamplingErrors by Reg Von

Chariget in percents

Group
Ali hospitals
Sy region:
1. NeW Ettland

2. Middle Atantic

3._South Atlantic

4. East Mirth Central

5. EaSt South Central

6. Weethlorth Central

7 West South Cehttal

8. MOUhtain

9 Pacific

increases of i3.0 than
10% or dervt--- Z....fo 49

No. of ng
hospitals _Hospitals_ ori Hospitals

2.4 24.7

Changes
increases

pTircTint- -50 t0-99 percent
Sampling Sampi

err Haspitals Off
5,472 15.1

lOP Percent or more

iLifospitals Samet$
2.7 21.1 2.8 38.8 3.2

243 19 3

566 25.0
780 19.4

861 11.3

441_ 21.2

792 7.8

750 16.6

a&f 8 7

685

6.0

5.6

5 4

3.6

13.3

4.7

10 3_

4.7

11.2 6.1

27.7

36.9

21 9

25.2

14.5

_18,3

22.4

26.7

30.9

6.4

6 0

5.7

6.0

9.6

6.8

11 0

7.5

8 7

21.0 6 2
17.1 4.4

24.4 _ 0

6 6 4.3

26.2 8.6
22.2 10.8

212_ _6:7
22.6 8.0

'Sampling errors are stated at the 95-percent confidence level.
Note: Detail may not add to total due to independeili estimation.

Page MI
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32.1 6.3

21 5.0
37.4 6 6

3ft 3 6.8
57.7 13.8

47.7 SA
38 5 19 6
41.4 8.0
34.7 9.1
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AppendinVIIII
Withwretilloapitiil Don and Rekwd_
tiVainpling &kers for Pigicy Years 1983, 1984,
and 1985

TM* VIII.7: DIStrIbutiOn of Changes in Malpractice Insurance Coal,* Per inpatient Day From 1983 to 1985 and Related Sampling
Errors by Sizo of HoOtal
changes in percents

Changes

Group

Increases of less
than_50%_or
decreases

-Iricreasta
50 to 99 percent 100 to 199 percent 200 to 299 percent 300 percent or more

No._of Sampling Sampling Sampling Sampling
hospitals Hospitals_ Sa_ err, Hospitals ierroe Hospitals error° HospRols erre' Hospitals erre,

All
hospitals 5,472 40.0 3.1 21.1 2.6 24.1 2.7 8.0 2.0 6.7 1.7

By Impltal size (no; of beds):
Fewer than
50 1,127 36.5 9.7 22.1 8.5 20.5 7,7 15.2 7,8 _5,7 3 9
rin to 99 1.368 33 0 6 8 21 4 9 4 3n 8 _6 7 5.4 _3.0_ 9.4 4.8

100 to 199 1,304 40.9 5.4 19.3 4.4 25.2 4.9 8.7 3.3 5.9 2.7

200 te 299 707 54.7 6.6 15.2 5.0 20.4 5.2 5.3 2.9 4.4 2.6

300 to 399 412_ _46.8 7.1 24,6 _6.4_ 17 7 5 1 4 4 2 6 6 8 3 5
400_to 499_ 255 37 7 7.3 30.0 7.0 20.9 6.4 4.5 2.8 6.9 3.6

500_nr_more 299 39 8 4 8 25 7 4 4 23 1 4 2 4.8 2 2 6 6 2211-.
a&ampling errors are stated at the 95-percent confidence Wvel
1.4.:te: Detail may not add to total due to independent estimation.

able VIII.8: Average Annual
Malpractice Insurance Cost Pr Bed
and Reletrid Sampling Errors

Year
No. of

hOspltals

Average annual Jost per bed

__ Amount _ _
Sanit-ipfts

1983 4,966 $999.66_ $6223
1984 5,138 1,231.z 4 83.40

1985 5,221 1;783.91 127.40

aSernplIng errors are stated at the 95-percent confidence level
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AP$Eidla VDT
&dilated Ho/1*AI Data and Related-
Sampling Errors for Polley Years 1983, 1984,
LnA 1985

Table VIII.9: Distribution of 1We:roes's
in inpatient Days Faun 1983 to 1985
and Related Sampling Errors

Figures in percents

Decreases
1 to 19%

20 to 39%

Hospitals
41 0

33.9
40% or more 9.2

San*Ing
errata

2.6

3.1

2.1

'Sampling ertort are stateu at the 95-percent confidence level.
Note: 1. The universe of hOspitalt was 5 695.

Note: 2. The believe of abait 16 percenZ If the hospitals had either no change or an increase in inpa-
tient days.

Table_Ifill.10: inpatient Days and Related Sampling Errors by Size of Hospital and Region
Figures in milliOns

&blip

1983 1984 1985
Sampling

No. of days error° No. of days
Sampling Sampling

error' _No.coLdayts__ errore
Althospitals 267.1 4.1 251.1 4.0 232.1 4.0
Sy hospital size (no. of beds):
Fewer than50 7.5 .9 7.0 5 9 8
50_to 99_ 22.3 1 2_ 20 4 1.2 18.4 1.2
100 to 199 _48.1_ 1 8 43 9 1.7 40.3 1,8
200 to 239 47.7 1.4 44.6 1.4 40 7 1 4
300 to 399 40.9 1.3 38.8 1 4 36.1 1.4
400 to 499 32.7 1 0 30.9 1.0 28.8 1.1
500 or more 67 8 2.5 65.5 2.4 61.9 2.4
By region:
1. New England 14.1 .5 13 4 .5 12.7 .4
2. Middle Atlantic _50 7 1 8 49.6 1.7 47.0 1.8
3. South Atiatitib 43.6 1.4 40.7 1.3 37 9 1 3
4. East North Central 51.0 1.6 47.2 1 5 42.4 1.5
&East South Central 19.7 1 9 18 6 1.8 16.8 1.8
6. West North Central 23 4 1.2 20.9 1.1 18.8 1.0
7. Vftt South CentraL 27.6 1.2 26.1 1.3 23 5 1.3
B. Mountain 10.1 .6 9 4 .6 8.6 .6
9. Pacific 26 9 1 5 25.2 1.5 24.3 1.5

'Sampling errorS are Stated at the 95-percent confidence level.
Note: 1. Detail may not add to total due to independent estimation.

Note: 2. The universe of hospitals was 5,696 in 1983; 5,747 in 1914; and 5,753 in 1985.



Appenax vm
Estimated HoePltal Data and Related
Sampling Errors for Polley Years 1983, 1984,
Mid 1985

Table VIH.11: Distribution of Changes in
Combined Per-Occurrence Umits From Figures in percents
1983 to 1985 and RWated Sampling Sampling
Errors Charm* Homatals torrW

Incraiitad limits 34.3 2.8

Decreased limits 8 2 1 8

No change 57:4 3.1

°SarnrAing errors are stated at the 9percent conficrenoe
Note: The universe of hospitals was 5,597.

Table VIII.12: Distribution of SVf-insurance Trull Fulid anly Ikkirce sad RWated Sampling Errors by Size Oflicispital alfd RegkM
Falf-inartrari and nampling armr in percents

Group _

1983 19d5
Hospitals Umpling Hospitals ftmero

Total Self-Insured err Total Self-Insured
All hospitals 5;697 1.4 _ _ 5;732 _ 57
By hospital size (no. of beds):
Fewer than 50 1,169 3.6 2,8_ _U97 7 3 4.5

50 to 99 1,405 6.7 3:9 1;405 6.7 3:9

100 to 199 1,361 6.5 2.5 1,372 5.0 2.3

200 to 299 716 3.8 2.7 716 32 2.5

306 to 389 438 4 8 3 438 4 1 3 1

400 to 499 269 7.8 4.0 265 4.8 3.0

500 Or inCre 337 8.0 2.7 337 6.4 2.4

By_regioni_
'I New England_ 251 0 0 0 0 251 0 0 0-0

2. Middle Atlantic 600 1.6 1.3 600 .9 1.1

3. South Atlantic 814 8.9 4.2 814 8.9 4.2

4. East North Central 895 9.3 3.4 898 4.0 2.4

5. East South Central 482 12.7 9.3 480 23.4 13.2

6. Met North Central 783 3.6 3.6 783 3.6 3.6

7. VVest South Central 808 3.2 2.4 845 3.1 2.3

fiL Mountain 361 5 5 4 0 361 5 5 4:0

9. Racific 704 3.0 2.9 700 3.6 3.1.

*Sampling errors are stated at the 95-percent confidence level.
Mtail may riet add to total due to iridepericUent estimation.
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Appendir1111
ntlmted Wo4011n1lIrata Arid Welland
&Ong* Errors for Policy. Years 1988, 1984i
and 1985

Talft VIII.13: DittrIbidien Of Paithisad Insurance Only SourecandRalatadSamplingEnora by_Sizeof Hospital and Region
. Purchased and samplimgerrouir_percents

Otinip

1983 1985
Hospitals Samplina Hospitals

_TotalPurchased__altoril Total Purcliaced
All hospitals 5,687 75.9 2.4 5,732 73.6
By hoAdtal slza (no. of beds):
FeWetr than 50 1,169 as 9 6.4 1,197 79.1 8.2
50 to 99 1,405 85.6 5.2 1,405 82.3 _5.6
100 to 199 1,361 73.8 4.9 .1,372 72 1 4 9
200 to 299 716 76 2 5.2 716 77.0 5.2
300 to 399 438 60.2 6.6 438 59.3 6.7
400 to 4% 269 55.3 7.6 265 58 0 7.5
500 or Mae 337 48.5 4 6 337 47.8 4.6
BY flAkin:
1 New Enaland 251 91.3 3.4 251 89.4 4.0
2: Middle Atlantic SOO 80.0 3.9 600 81 4 3 8
3. &kith Atlentid 81C 63 0 6 4 814 59.6 6.5
4. East North Central 895 70.6 4 6 898 72.3 4.6
5. Fast South Central 482 78.5 10.0 480 67.2 1a.s
6. Wnt North Central 783 87.5 6.0 783 87 5
7. Witt SOUth Cerited 806 79.0 8 8 845 74.0 10.2
8. Mountain 161 65.8 7.8 361 64.3 7.9
9._Pacific 704 75.6 7.7 700 72 4 8 2

'Sampling errOrs are stated at the 95-percent confidence level.
Note: [Vail may not add to total due to independent estimation.



APpelidik vm
Estimated Hospital Hata and Related
Sampling Errors for Policy Years 1988; 1984;
at[cl 1985

TabU Vi 11.14: Distributon of ftlf-Insurance and Purchased insurance Combination fturce and Related ftmpling Errors by Size
of Hospital and Region
COMbinatiOn and sampling Mitt in.ddetenta

1983 1985
Hospitals Sampling liospitals Sampling

errWEsup Total Combination error' Total Combination
All licitraltale 5,697 16.3 2.0 5,732 18.9 2.2

By hospital size (no. of beds):
F'awer than 50 1,169 9.4 5.5 1,197 11.9 6.6

50 to 93 1,405 6.9 3.6 1,405 10.1 4.2

100 to 199 1,361 17 4 4 2 1;372 21 3 4

200 to 299 716 19.5 4.7 716 19.3 4.6

300 to 309 438 31.1 6.2 438 32.7 6.3

400 to 499 269 33 3 7 2 265 -U 4 7.2

500 or more 337 35.7 4.3 337 39:0 4.4

By wistom:

I. New England 251 8.1 3.4 251 10.0 4.0
I ;1

3. South Atlantic 814 26.3 5.3 814 30.1 5.8

4. Edit With Central 895 20.1 3.8 898 23.7 4.2

5. East South Centrai 482 6.0 3.9 480 7.7 4.3

6 West North Central 783 7 0 4 2 783 7 0 4 2

7. West South Central 806 12.7 8.0 845 18.7 9.8

8. Mduritain 361 27.8 7.3 361 29.3 7.4

9 Pacific 704 21 4 7 4 700 24.0 7 8

'Sampling errors are stated at the 95-percent confidence level.
Note: Detail may not add to total due to independent estimation:
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Appendix VUI
Estintste4Bospiti1 Data and Rehired_
Simpiin Mors for Racy rekirt 1953, 1954,
Id 1985

Table_VULIS:Distribution of No Coverap &run* and RWated amping Errors by SizeothaspitalandRegion__
No -a overage and sahiplitig firt6r ih Oircenti

Group

1983 1985
HospitalsEmoierlo Same_Hospitele

Tail Ito coverage TntalAtocoverage
AD halpitele 8,897 21 0;8 5,732 1.8 0.7
Dybospitsisize (no; of beds):
Ferns Oven 50 1,169 1 8 2 3 1,197 1.7 2.3
50 te 99 1.405 .9 1.6 1,405 .9 1.6
100 to 199 1,361 2.3 1.5 1,372 1.5 1 2
200 to 299 716 .5 .8 716 .5 .8
303 ki 399 438 4.0 2:8 438 4.0 2.8
403 tö 269 3.6 22 265 2.8 1 9
5(10 Ormore 337 7.8 2.6 337 6 9 2.5
By mien:
1. WeW England 251 .6 .7 261 .6 .7
2. Middlefidlantic 600 5.5 2.2 61X) 5 2 2 2
3-SoutnAtiantic 814 1.8 1.7 814 1 4 1.7
4. East Roth Central 895 0 0 0 898 0.0 .0
5. alit South Central *482 2.8 2.9 480 1.7 2.2
6. West North CentrEd 783 1.8 3.0 783 1.8 3 0
7. Webst South Central 805 5.0 3.5 845 4. 3.2
8. Niolmtain 361 1.3 361 8 1.3
9. Pacific 704 0.0 .0 700 0 0

l'arnpling errors are stated at the 95-percent confidence level.
Istte: Detail may kit acid to total due to independent estimation.

Table VW& Distribution of Cost-
fainkidzbig_changa% in Insurance
Covuenio FroM 1983 to 1985 end
Related Sampling Elms

Figures in percents

aevertgn ChM* Hospitals
Sampling

ammo
Decreasedper-occurrence limits only 7.0 1.7
Added self-insurance trust fund 3.6 1 .4

Switched to clawns-rimicM PolicieTs 9 1.2
Ad:W:1 deductible or increased limits of deductible 3.6 .9

`Sampring errors are stated at the 95-portent conffilence
Siete: 1. The universe of hosPifais was 5.783.

Note: 2. The balance of about 82 percent of the hospitais made no cost-minimizing chiingeS.
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