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Executive Summary

Purpose How much does medical malpractice insurance add to the nation’s

health care costs? What are physicians and hospitals paying for mal-

practice insurance? How much have costs increased and how do they ,

vary? The lack of sufficient data to answer these and other questions is
hampering efforts by the Congress and others to determine how to

address the concerns of health care providers aboiit the high cost of
insurance.

GAO made this review at the request of Representative John Edward

Porter and Senator John Heinz, Chairman, Senate Special Committee on
Aging, 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 contributions 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 per-

spective by viewing it individually and in comparison to total expenses
and income. ;
o obtain data on malpractioe insurance costs, GA0 asked (1) leading
insurers tn all states anid the District of Columbia to provide premium

nationally representative sample of nonfederal hospitals about the
Sources, coverage limits, and costs of their malpractice insurance. GA0

insurance, for self-employed physicians and from the American Hospital

Association on hospital total expenses and net revenues.

on physician gross income and practice expenses, including malpractice

640 analyzed the hospital data in terms of cost per inpatient day, a com-

monly used measure for hospitals.

e —————— e il —
esults in Brie From 1983 to 1985, total medical malpractice insurance costs for physi-

Results in Brief cians and hospitals rose from $2.5 billion to $4.7 billion. The 100-percent

increase in physicians’ malpractice insurance costs and the 57-percent

increase in hospitals’ costs for that period are both much greater than
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Executive Snmmary

the change in either the consumer price index or the medical care index,

which increased by 8 and 13 percent, respectiveiy. The medical care
index is an element of the consumer price index relating to the cost of
provxdmg medical services. Indications are that insurance costs for phy-

sicians and hospitals will increase substantially in 1986:

Total malpractice insurance costs for physicians inc-eased from $1.7 bil-
lion in 1983 to $3:4 billion in 1985. These costs varied widely by spe-

cialty, by state, and within some states. As a percentage of total
proféssmnal expenses; malpractlce msurance costs which averaged 7

tively, are relatively small in relation to other expense items, such as
nonphysician payroll and office exvenses. However, from 1982 to 1984
malpractice insurance costs increased 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, Illinois, Michigan, New York, and the District of
Columbia.

Total malpractice insurance costs for hospitals increased from $800 mil-
lion in 1983 to. $1 3 billiori in 1985. These costs varied by lrfcation a:id

same perlod about 1,920 hospitals increased their coverage hrmts The
effect of the increase in hospital malpractice insurance costs was com-
pounded by a reduction in total mpatlent days over the same penod As

Average inpatient day cost attnbutable to malpractlce msurance how-

pltals in 1983 and 1985.

Physicians’ Costs Varied
Widely

The July 1, 1985, premium guotes GAo obtained froiu the leading insurer
in each state and the District of Columbia showed that the annual cost

of insurance varied mdeiy by specialty and location: For example, for

the same coverage lmuts and mhcy type obstetncnans/ gyneeologrsts in

$13, 376 $30,818, and $68 116, respectwely 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 hzve

Page 3 GAO/HRD-86-112 Medical Malpractice Insurance Costs



EY, .cutive Summary

- paid $2,015, $6,069, and $13,413,; respectively. 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 insiirance costs for self-

employed physicians increased by 45 percent, with increases ranging by
specialty from 21 percent for pediatrics to 72 percent for obstetrics/

- gynecology.

Premiums Are a Small Part
of Costs and Income

Premium costs rank fi‘diifiii’ on the list of five major expense items for

self-employed physicians. These items are rionphysician payroll, 33 per-
cent; office expense, 26 percent; medical supplies, 11 percent; malprac-
tice professional insurance, 9 percent; and medical equipment, 6 percerit.
Premium costs increased more than any of the other major cost ele-
ments, with increases ranging from 1 percent for nonphysician payroll
to 45 percent for malpractice insurance. As a percentage of gross
income; premium costs varied by specialty and ranged from 2 perceiit

for internal medicine to 8 percent for obstetrics/gynecology.

Hospital Daily Inpatient
Costs Almost Doubled

From 1983 to 1985, the avef‘aggﬁﬁéﬁnﬁlfnilpgactnce insurance cost per
inpatient day increased by 85 percent—from $3.02 to $5.60. The inpa-
tient day cost of malpractice insiirance was determined by dividing total
malpractice insurance cost by total inpatient days. During the 1983-85
period, 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 miillion to $1.336 billion: The increase in

average inpatient day malpractice insurance 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 amount of increase per

inpatient day varied considerably. In 1985, for example, about 49 per-

cent of the hospitals had malpractice insurance costs of $3 or less, while
12 percent 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 increases in inpatient day costs of 100

percent or more from 1983 to 1985.

- Hospital Costs Varied by
Size and Region

size of hospital. The sruallest hospitals (under 50 beds) have the lowest

cost, and the largest hospitals (500 beds and over) generally have the

Average inpatient day malpractice insurarice-costs varied by region and
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Executive Summary

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 percent of the hospitals experiencing increases in average inpatient
day insurance costs of 200 to 299 percent had under 50 beds.

A number of hospitals also prov1ded comments indicating that while

insurance costs were rising, the revenue base over which these costs
could be spread was decreasing as inpatient days declined and new cost
containment regulations or eligibility restrictions were initiatec oy the

states and the federal government: This ptt 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

< AN

Recommendations

This report contains no recommendations.

Agency Comments

640 did not obtain comments on this report.
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Chap;ér 1

 ———————————————— — DT —
There are both direct and indirect costs associated with medical mal-

Background

At the request of Representative John 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:

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

2. Alternative aﬁﬁréaéﬁéé to resolving medical méipi-ai:tiéé claims.

1e economic costs attributable to medical malpractice, primarily the

3.

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 characteristics of a national sample of malpractice claifs 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 reports we plan to issue on these matters, Medical
Malpractice: No Agreement on the Problems or Solutions (GAO/HRD-86-
50, Feb. 24, 1986, focused on the views of major interest groups con-

cerning malpractice problems ard alternative approaches to resolving

malpractice claims. That report presented the perception of health care
p’i‘b'vi’déi' organizations that the high cost of medical malpractice Htéur-

ance 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 ¢losed in 1984

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 rediiced access to

care when physicians discontinue practicing in certain locations and

specialties or refuse to perform certain procedures; and (3) the )

increased cost of health care resulting from the practice of defensive
medicine.

Page 12 GAO/HRD86112 Medical Malpractice Listrasce Costa
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Chapter 1
Introduction

Defensive Medicine -

Defensive medicine has been defined as:

“The alteration of modes of medlcal practlce, induced by the threat of habthty, for

the principal purposes of forestalling the possibility of lawsuits by patients as well
oo ]

as providing a good legal defense in the event such lawsuits are instituted.

Health care providers responding to the threat of malpractice litigation
may (1) perform additional diagnostic tests and/or treatment proce-

dures, (2) maintain more detailed patient records, (3) increase the

nimber of follow-up visits by patients, and (4) spend more time with

patients. The Association of Trial Lawyers of America has stated that

this type of ‘‘defensive medicine” is merely careful medicirie. The Amer-

ican Medical Association (AMA), on the other hand, has stated that these

practices 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 physicians to refuse to perform certain high-risk procedures, to

change their specialty or the location of their practice, or retire early.

The cost of defensive medicine is impossible to quantify with any degree
of confidence because of the difficulty in developing a sound method-

ology to isolate “‘defensive” practices from medical care provided for

good clinical reasons. In 1985, AMA estimated the a—rmuai cost of defen-
sive medicine to be abotit $15 billion.

Elements of Malpractice

Insurance

Most health care providers (physxcians and hospitals) purchase profes-
sional liability insurance to protect themselves from medical malpractice

claims. Under the insurance contract, the insurance company agrees to

accept financial responsibility for paying any claims up to a specific

limit of coverage during a fixed period in return for a fee. The insurer

investigates the claim and defends the health care provider. ‘However, in

addition to or in place of purchased insurance, some hospitals self-

insire all or part of their medical malpractice risk. Others make no

formal provision for coverage but pay losses as they are incurred from
general revenues and reserves. Insurance ¢ compames buy reinsurance

from other insurers to cover potential losses that may be too large for
the individual company to absorb.

!ﬁéfpofrit of the Secretary’s Commission-on Medieal Malpractice, Departiment 'o't: Health, Eiiiiéﬁﬁ’dii; End
Welfare, 1973,

Page 13 GAO/HRD-86-112 Medical Malpractice foe Insuraiice Costs
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Chapter 1
Introdaction

Variation of Rates Malpractice insurance rates for physicians vary by specialty and geo- _
graphic location and generally increase in proportion to the amount and
complexity of surgery performed: Rates may vary from state to state
and within a state. For rate purposes, insurarice companies usually

Types of Polcie

group physician specialties into distinct classes: Each class represents a
different level of risk for the company.

The number and composition of rate classes 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 an unfavorable mal-

practice claims experience.

Malpractice insuranice rates for hospitals are frequently based on the
malpractice loss experience (in term of numbers 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 o a claims-

made basis. An occurrence policy covers malpractice events that
occurred during the policy period, regardless of the date of discovery or

when the claim may be filed: A claims-made policy covers malpractice
events that occurred after the effective date of the coverage and for
which claims are made during the policy period. Premiums for claims-

made policies are gerierally lower at first because the risk exposire to
the insurer 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/

settlements were the same for both policy forms, the occurrence rate
will be higher than the mature claims-made rate for identical limits of

coverage. This is becatise the uncertainty involved in projecting losses
that will not be reported for some years into the fiitiire (occurrence
policy) is greater than that involved ir projecting losses to be reported

Page 14 GAO/HRD-86-112 Medical Malpractice Lisiiranice Costs
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Chapter 1.

Coversne Limits

in the current year (claims-made policy).? According to Joseph B. Nardi,

President of the St: Paul Medical Services Division, claims-made pricing
is more accurate because it is based on claims already reported to the

company, whereas 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.?

To cover claims filed after a claims-made policy has expired (such as

would occur when the health care provider changes insurers or discon-
tinues providing medical services), the health care provider may pur-
chase insurance known as a reporting endorsement or “tail” coverage.
The St. Paul Company has stated that it bases 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 insurance 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 example, 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 against the insured during a policy year. The
higher the limits of coverage, the greater the cost of the insurance; how-
ever, cost does not increase in direct proportion to increasing limits of

coverage. Small or moderately sized claims occur more frequently than
do very large claims.

Health care providers may purchase medical malpractice insurance cov-
erage in layers from different sources if the limits required by state law
or desired by the provider cannot be obtained from a single source. For
example, some states 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 $1,200,000/$3,600,000 in malpractice coverage. The

first $200,0007$600,000 is obtained from an insurance company, and
the next $1,000,000/$3,000,000 from the state-operated catastrophic

loss fund. A Pennsylvania physiciar. desiring coverage beyond the -

ZMyron F. Steves, Jr., “Medical Professionial Liability" from Professional Lisbility in the Eighties, a
monograph published by the Society of Chartered Property and Casualty Underwriters, Fall 1983,
Pp. 89-100.

S physician and Surgeons’ Update,” St. Paul Fire and Makirie Insiirarice Company, 1984, p. 3:

Pige 15 o GAO/HRD86-1i2 Medical Malpractice Insarance Costs
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Introduction

required level would then have the option of purchasing additional

mits of coverage from the same insurance company writing the

$200,0007/$600,000 limnits or from another company.

Deductibles Because small and moderately sized claims occur more frequently than

very large claimis, insureds who assumie a portion of this risk through a
deductible can reduce their insurance premiums. Under a policy with a

deductible provision, an insurer is liable only for losses in excessof a
stated amount up to the policy limits. For example, if a hospital incurred

2 $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 premijum savings.

Sornie 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 During the 1980-85 period, the medical malpractice insurance market

Insurance Market was sigaificantly affected by increasing payments for malpractice

Conditinne Fraee 1020 - claims, declining interest rates, and a tightening of the reinsurance

fggg‘tm“s From 1980 to market. These factors, as discussed below, contributed to increased
costs of malpractice insurance for physicians and hospitals:

Increasing Loss Paymenits The number (frequency) of claims and the average paid per paid claim

(severity) are the primary factors that affect the cost of insurance.
During the 1980-85 period, both the number and the severity of claims
were increasing. As a result; the total payments made by malpractice
insurers were increasing.

According to the St. Paul Company; which in 1985 insured more than

66,000 physicians in 44 states and about 1,656 hospitals in 47 states;
both the frequency and severity of claims for physicians and hospitals
have been in¢reasing. The number of claims reported per 100 physicians

increased from 10.5 in 1980 to 15.1 in 1983 to 17.8 in 1985—an overail
 Increase of about 70 percent since 1980. The riumber of claims filed per
100 occupied hospital beds increased from 2:1 in 1980 to 3.0 in 1983 to
4.3 in 1986—an overall increase of about 104 percent. For physicians,
the average amount paid on claims closed with payment increased from
$28,059 in 1980 to $53,380 in 1983 to $70,170 in 1985—an overall

‘Pagels GAO/HRD86-112 Medical Malpractice Lusiraiice Costs
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Introduction

Declining Interest Rates

on claims closed with payment increased from $12,802 in 1980 to

$26,735 in 1983 to $40,281 in 1985——an 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,’ stated 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 mcrrased The movement of mterest rates on Moody'’s Corporate

increased from January 1978 to September 1981, reachmg a high of

15.49 percent: After decreasing to 11.46 percent in May 1983, interest

rates on these bonds began mcreasmg agam, reuchmg 13.55 percent in

s'eadily dechned 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 appropriate for the period during which they apply: To be
appropriate, the rates must generate funds to cover (1) losses occumrig

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.

practice insurers were engaged in intensive competiti(m for market
share: According to Ms. Walters; many compames priced their malprac-

tice 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 rates. This practice, employed by property/casu-

alty insurers in general as well as medical malpractice insurers; is

referred to as “cash flow underwntmg " Ms. Walters stated that when

4Terrie E. Troxel, et al. _pg@y-kiabdigy Insurance Accounugg and Finance, American Institute for

Property and Liability Underwnters, 1983, p. 63.

5The Insuranee Servxca Off' ice |s a nonprof it corporiuon that makes available ratmg, statistical;

actuarial, policy form, and related services to any U.S. property/casualty insurer.

Page 17 GAO7/HRD-86-112 Medical Malpractice Insurance Costs
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Tightening of Reinsurance Market

interest rates declined, insurers began to raise prices closer to actuari-

ally indicated levels, now recognizing lower levels of investmerit income:

The rcinsurance 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 companies

and to stabilize insurance losses; which may fluctuate considerably. The
capacity (annual net premiums written in relation to policyholders' sur-
plus; 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.

According to the St. Paul Company in 1985, recent deteriorating under-

writing results (losses in relation to premiums 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 companies and that some reinsurers are requiring insurers to

assume more of each loss and, therefore, absorb more total losses. The
St. Paul Company added that some reinsurers have refused to reinsure
occurrence malpractice policies or have reduced coverage limits they
will offer.s

During the period 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,” as long as interest rates remained high, the poor underwriting
results were masked. He stated, however, that when interest rates

turned in 1984 and the losses appeared, th> immediate reaction of both

®“The St. Panl’s Hospital Update,” St. Paul Fire and Marine Insurance Cortipany, 1985, p. 4.

"Presentation at the 10th Internatioral Captive Insirance and Reinsurance Forum; March 1986, as
reported in Business Insiirance , April 4, 1986.

Page 18 GAO/HRD-86-112 Medical Malpractice Insurance Costs
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insurers and reinsurers was to stop the losses, raise rates, cancel busi-
ness, withdraw from markets, and cut lines of insurance written and

classes of risks assumed.

fffffff Our overall objective was to develop information on the direct cost of
GbleetWEb’ Scope, and medical malpractice insurance for physicians and hospitals. To accom-

Methodology plish this; we (1) requested the leadirg insurers of physicians in the 50
states and the District of Columbia to provide their rates for selected

physician specialties as of July 1, 1985; and (2) surveyed 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

insmrance costs, we obtained and analyzed reports from AMA’s Profile of
Medical Practice and Socioeconomie Monitoring System (SMS). Both of

these sources provide information on physician income and expenses.

Through anrual : surveys; AMA collects earnmgs and expense data on

physicians involved in patient care activities. Physicians are chosen

from a stratified saraple selected fror: 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 reports 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 years.
Therefore we limited our use of AMA data to the 1982-84 period.

Further durmg this penod AMA reported expense data for only self-
employed physicians while reportmg net income for both self-employed

and employee physicians: Thus; we used the amMa data for self-employed

physicians to maintain consistency in our analysis: As for physician spe-
cialties; although sMs has 10 reporting classifications, during the 1982-
84 period, AMa consistently 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 analy51s for the 1982-84 period:

Page 19 GAO/HRDS6:112 Medical Malpractice Insurance Costs
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We independently obtained malpractice premium rate quotes as of July

1, 1985, for primary? limits of coverage for each of seven physician spe-
cialties. To obtain the range of malpractice premiurs from low- to high-

risk specialties, we selected the following specialties shown in ascending
order of 1isk, as classified by the Insurance Services Office.

Internal Medicine (no surgery).

General/Family Practice (minor surgery).

General Surgery.

Arnesthesiology:

Obstetrics/Gynecology.

Orthopedic Surgery.

Neurbsurgé’ry.

The rate quotes were obtained from the leading insurer of physicians in

each of the 50 states and the District of Columbia for the predominately
purchased limits of primary coverage for each selected specialty. We

identified, from each state's medical society, the company that was the
leading insurer based on the largest number of physicians insured. In
July 1985, we requested each state’s leading insurer to (1) identify, for

the most recently completed policy year; the predominate ma!practice
insurance coverage limits purchased from that company in that state by
physicians in each of the seven specialties, (2) provide premium rate
quotes® as of July 1, 1985, for each selected Specialty for each unique

pricing territory in the state, and (3) provide the number of physicians

insured in each specialty by the company in the state.

Hospital Costs

To obtain information on hospital costs, we sent a questionnaire (see

app. VI) to 1,782 community hospitals, asking them to provide data on

their professional liability insurance. We asked hespitals to provide

information regarding the sources, coverage limits, and costs of both

their primary and above-primary levelsii of coverage for their policy

$The first Iayer of insurance coverage is cormmonily kiiowr a5 basic or primary coverage.
2We obtained rates for the type of policies written by the leading iresurers. For a claiiismade policy;
we aske ! for the mature rate (usually after 5 years). N

Community Hospitals, s defined by the American Hospital Associatior; are al rionfederal short
serm general (average stay of less than 30 days) and other special hospitals, excliding hospital anits
of institutions,

~!We refer to the basic level of Insuirarice liability coverage as primary and the coveragc above the

basic level as excess or above-primary coverage.
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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 questiornaires as of February 28, 198€. We also

obtairied hospital total expense and net revenue data for the 1983-85
period from the American Hospital Association (AHA).

The 1,782 sample hospitals were randomly selected from 5,783 commu-
nity hOSpltalS reported for the 50 states and the District of Columbia' in
AHA’s 1984 Edition of Hospital Statistics. The 1984 Edition presented

statistical data—by hospital size (number of beds) and geographic loca-
tion among other things—obtained thrnugh AHA’s 1983 Annual Survey
of Hospitals.

At our request, AHA randomly selected a sample of hospitals from a

stratified universe. According to AHA’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 AHA sample was weighted so that proportion-

ately more large hospitals were selected because of perceived greater
varlablhty among such hospitals.

We pretested several drafts of our questlonnalre bv mail at hosp;tals of

various sizes selected throughout the nine regions and by in-person

visits to hospitals in the Washingtun, D.C., metropolitan area. The infor-
mation gbﬁtﬁaﬁaggd 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
nares of individual hospitals participating in the survey.

As we received the completed questionnaires, we reviewed the data pro-

vided for consisternicy and completecness before coding the responses for
keying irto our data base. Where data items appeared inconsistent or
incomplete; we contacted the hospital personnel by telephone and

attempted to obtain the mlssmg data or resolve the inconsistencies; how-
ever, some hospltals could niot provide all of the data requested. We did

12Hospitals 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 on the universe; our sample, and the respondents by
hospital size and census region.

Some of the hospitals provided reasons for not completing the question-
naires. The reasons cited included lack of staff, time constraints; and the -

complexities involved in obtaining the data becaiise of affiliation with a
multihospital system. Based on our tests of nonrespondents by region,
hospital size, and ov nership, we believe the characteristics of these hos-

pitals would not bz much different from the responding hospitals.

We primarily performed our analysis by nine geographic census regions

and seven hospital size ranges: The responses from hospials 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 response rates.

We also analyzed some of the data according to the sources used by the

hospitals to protect themsei .+ from malpractice claims— self-insurarce
trust funds, purchased insurance, or combination of self-insurance 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 hos-

pital makes contributions generally on an annual basis. Purchased

insurarce includes state catastrophic funds or patient compensation
funds as well as insurance provided by commercial carriers and

hospital-owned insurers. Our analysis of coverage limits was based ofi

the total primary and above primary per-occurrence limits obtained

through self-insurance and/or purchased insurance.

For our cost analyses, total hospital malpractice costs iriclude contribi-

tions to self-insurance trust 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 exposure and

insurance cost is related to inpatient services. For example, in devel-
oping hospital malpractice insurance rates, the St. Paul Company con-
siders 2,000 outpatient visits to be equivalent in risk exposiire 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 attribut-
able to inpatient versus outpatient services. Ana computes an average

expense per inpatient day by multiplying total expenses by the ratio of

total net (of contractual adjustments, bad debts, charity, and so forth)
Page 22 GAO/HRD86.112 Medical Malpractics Lnsiraice Costa
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inpatient revenue to total niet patient revenue and dividing the result by

the total number of inpatient days: Using At data on inpatient days

and outpatlerit wsns a.nd proranng malpractlce msurance costs on the

practice msurance 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 apphed to our 1 248

responding hospitals’ data by a statistical analysis package: In instances
where data elements ‘were mxssmg from a hospltal s response (e 8. 1983

(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 stamd 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 appendix VIII. We per-
formed our work in accordance with generally accepted government

audit standards.:

We did not attempt to determine why raalpractice insurarnce costs vary
among ph; sician and hospitals or whether malpractice insurance rates

were rezsonable ba.aed on claims experience:

Page 33 em/mum Medical Malpractice Insurance Costs
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Chapter 2

Physician Medical Malpractice Insurance Costs
Increased but Varied Widely by Location

and Specialty

A major part of the debate concerning medical malpractice focuses on
the premiums being paid by Physicians; the extent to which they are
increasing, and the percentage of total expenses that they represent.
Some physicians and physician organizations 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 Lawyers of America argues, however, that malpractice

premiums represent a small cost of doing business;

Total premitirms paid by private patient care 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 increases, however, varied consid-
erably by specialty and geographic location. Based on rates we obtained

as of July 1, 1985, physicians practicing orthopedic surgery, rieuirosiir-

gery, and obstetrics/gynecology generally paid the highest premiums.

According to the latest aMa data, physicians 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 sorme states. For

example, based on rate quotes we obtainied 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
368,116, while an obstetrician/gynecologist in Utah would have paid
$13,376 for the same limits. For coverage limits of $1,000,000/
$1,000,000 in 1985, physicians practicing genera

general/family medicine
would have paid a premium of $18;229 in Dade and Broward Counties in
Flo1.da; but $2,760 in North Carolina.

As a percentage of average total professional expenses, average mal-
practice premiums for self-employed physicians increased from 7 per-
cent in 1982 to 9 percent in 1984. Again, there was significant variance
by specialty. In 1984, for example, average premiums for self-employed
general and family practitioners were about 5 percerit of average total
expenses, but average premiums for self-employed obstetrician/ gyne-

cologists were 16 percent of total expenses:

| Does ot inclide phySician teachers, researchers; and adiinistrators,

*Physician Characteristics and Distributior ir the 1., 1984 Edition, Department of Data Release
Services, Division of Survey and Data Resources; American Medical Association, 1985, p. 112
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Physicians Doubled

From 1983 to 1985

Physician Medical Malpractice Insurance
Costs Increased but Varied Widely by
Location and Specialty

AMA® estimates that total premiums paid by the over 400,000 private
patient care physicians increased by 100 p?i"céiit from 1983 to 1985.
Indications are that physncnan—owned compa:mes whrch insure more

ate: y-Monitor* of 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. _

insurance rates substantially. The )

While the 1983-85 increases are SIgmﬁcant 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 | premlums

These are the cPI and the MCL® As skown in table 2.1, physician pre-
miums for the 1983-85 period liave 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 CPI MCi _
Percent Percent R _Percent
_______ Amount _ increase Index increase Jndgxﬁqm:msn
1983 $17 _ 2984 . 3573 .
1985 34 100 322.2 8 403.1 13

Average Premiums
Varied by Region

Average malpractlce insurance premlums for self-employed phy51c1ans

va:ned ccmmderably amdng the census reglons 6 AMA collects data on self-
and reports this information i m terms of averages. Table 2. 2 shows that
average premiums each year varied by region and increased for every
region from 1982 to 1984.

3Unless otherwise indicated, physician data are from AMA'S SMS.
4 monthly newsletter that reports medical; professional liability news:

5'l'he CPl 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.

OSee ﬁﬁbi!hdi)i 1 for the U.S. censiis iégiéiié.
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Physician Medical Malpractice Insurance
Costs Increased but Varied Widely by

Location and Specialty

Table 2.2: Phyaician Average Promiums | ———

and Percent Increase From 1982 to

1984 by Census Region

6 . X
7 : 4200 5100 5,400 29
8

5,600 6,600 7,500 ; 34

g 6,700 9,000 10,000 29
"See appendix | for the U.S. census regions. Region 1 is New England, 2 is the Middle Atlantic, 3 is the
South Atlantic; 4 is the East North Central, 5 is the East South Central, 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 premium paid,

the average premium increased by about 41 percent—from $7,400 to
- $10,400—while in region 7, the region with the lowest average pre-

mium, the average premium increased by about 29 percent—from
$4,200 to $5,400.

Fage 3 GAO/HRD 86.112 Mestical Maljeactics Insirancs Costa
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Physician Medical Malpractice Insurance
Costs Increased but Varied Widely by

Location and Specialty

Prcmlums Nationwide for 1982 to 1984

Average Premiums

- Were Higher for All
Specialties but
Increased More for
Ubstetncs/Gynecology

11 Thousands of Dcliars

Average prenuums varied by spec1alty7 and were generally hlgher for
specialties involving surgery. As shown in table 2.3, the average pre-

mium for all self-employed physicians increasea from $5,800 in 1982 to
$8,400 in 1984—about a 45-percent increase. Pediatrics 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 1984—about a 72-percent increase.

7During the 1982-84 pertod, AMA consistently reported complete income and e expense data for self-
employed physictans, including medical malpractice insurance data; for only five specialties. There--
fore, we limited the trend analysis to these specialties.

Page 27 ? 8 GAO/HRD-86-112 Medical Malpractice Insurance Costs



Chapter2
Physician Medical Ma.lpncﬂce Insnnnce
Costs Increased but Varied Widely by

Location and Specialty

Table 2.3: Physician Average Premiums

and Percent Increase From 1982 tc
1984 by Specialty

Average Premiums
Were a Small

Other Expenses

~———Physician premiums efcaiit

Specialty 1982 1983 1984 increase
All physicians $5,800 $7100  $8400 = 45
Generalfamily practice 3500 4400 4,600 31
Internal medicine 3700 4,400 4,900 32
Surgery 9,900 10,900 13400 35
Pediatrics 2.900 M gl
Obstetrics/gynecology 10,900 14,100 18800 72

Maipracttce insurance was the fourth largest of five e experise items. As a

percentage ( of average total expenses for self-employed physicians,

average malpractice premiums were smatl but increased more than

other ¢ ‘expenses between 1982 and 1984. As shown in table 2.4, these

expense items included (1) nonphysmlan payroll, (2) office expenses, (3)

medical supplies, (4) insurance, and (5) medical equipment. Average

insurance premiums 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 i

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 $5,600 in 1984; or about 12 percent:

Table 2.4: Physician Average Expenses as Parcentages of Average Total Expenses and Percent Change From 1982 to 1966

. B _ 1982 — 1983 1984 Percent
Physician expensa Amount  Percent Amount Percent Amount Percent  change
Total _ $78,400 . $85,900 . $92600 . +18
Nonphysician payroll 30,400 39 29,200 34 30,600 33 +1
Office expenses __ 17500 . 22 21,000 24 24,000 _ 26 +37
Medical supplies 7,800 10 9,200 11 10500 11 +35
Malpractice insurance 5,800 7 7,100 8 8,400 9 +45
Medical equipment 4,900 , 6 5,100 6 5,500 6 +12

nge; jxpenses do not add to total because more physicians were able to answer the AMA quastion on
total expenses than oould answer questions on the individual expense items.

Table 2.5 shows the trend in physician average expenses for five : spe-

cialties. For general/fanuly practice, internal medicine, and pediatrics,

_average insurance costs as a percentage of average total expenses in

GAO/HRD86-112 Med! i Malpractice Insurance Costs
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Physician Medical Malpractice Insurance
Costs Increased but Varied Widely by
Location and Specialty

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 Average Total Ewmusmmmumjmgu—

General/family Internal - Obstetrics/
__practice medicine___ ‘Pediatrics — -
1982 1984 1982 1983 1982 1984 1982 1984 1982 1984
Monphysician payrall 42 35 39 36 39 37 a7 33 43 30
Malpractice insurance 5 5 5 6 4 5 9 10 n. 16
Medical equipment 8 6 7 5 4 5 7 7 7 6
Office expenses _ 23 26 25 é5 26 30 21 25 23 26
Medical supplies - - - 15 16 10 13 12 13 8 11 9 11
Other expenses 9 12 14 15 15 10 18 14 8 11

Average Premiums
Were a Small
Percentage of Average

Gross Income

In 1984, average premiums for self—employed physicians represented 4
percent of their average gross income;® 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:

Table 2.8: Physician Average Expenses
as Percentages of AVCTEGU Gross

Income for 1982 and 1884

____ 1982 1984

Amount _  Percent Amount Percent
Average Qross income $187,400 o . $211200 e
Professional insurance 5,800 3 8,400 4
Nonphysician payroll 30,400 16 30,600 15
Officeexpenses - ... _ 17500 -~ 9 24000 11
Medical supplies 7,800 4 10.500 "
Medical equipment 4,900 3 5,500 3

AMA data indicate that insurarce takes up a larger portion of average
gross income for obstetrics/gynecology than it does for other specialties.

As shown inl table 2.7, the average obstetncs/gym :cology insurance costs
ranged from 5 percent of average gross income in 1982 to 8 percent in
1984.

8We calculeted 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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Table 2.7: Physician Average Premiums
as Percentages of Average Gross

Income for 1982 &:id 1984 by Specialty

wﬁw
Specialty ________ Premiums
Pediatrics $2.900 2 $3.500 2
General practice 3.500 2 — 4,600

internal medicine 5760

Surgery .
Obstetrics/gynecology

10,900

2
9,900 4
5

1985 Rates Varied
Widely by State and
Specialty

Physician malpractice insurance 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, 1985, the premiums of
$50,000 and above were concentrated in four states and the District of ‘
Columbia: Florida and New York had high premiums ($50,000 or above)

for neurosurgery, obstetrics/gymecology, and orthopedic surgery; Mich-
igan and the District 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 and policy form for internal medicine and neuro-
surgery—the specialties with the lowest and highest malpractice
insurance premiums. For internal medicine (no surgery), premiums

ranged from $8,445 in Michigan to $1,293 in Indiana. For neurosurgery,
premiums ranged from $64,696 in Florida to $9,150 in South Carolina.

(See app. II for premium information on the other five specialties.)

GAO/HRD-86-112 Medical Malpractice insurance Costs
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Table 2.8: Maipractice insurance - = ]

Premiums Paid by Physiclans in __ State Premium Coverage limits* Policy form®

Internal Medicing (No Surgery) by State  pmic $8.445 $1/7¢1

as of July 1; 1985 TC— - 7250 A
FL® 6.154 7
NYyed : 6,069 1/3
NJ 5372 _ 173
Hi 5216 13
CA® 4,800 05/15
Ak 4,707 2/4
Rl A4 1/3

PAC 4619 1.2/36

AZ 4,237 171

OR _ _ , 4:234 1/3

MD=3 ' 4,179 173

DCe 3916 13

CTd 3,649 o /3

wve 3.620 _ 13

NV 3,584 05/15

W 3,492 iy

ND 3,395 171 ,

iD? 3355 13 I

NH 3,311 173

iA ~____3,268 11

WA 3208 173

GA 3134 1N

ALY 2,876 171

wY 2,869 ' 11 .

KS 2,862 32/66 -

MO - 2,858 1

ME : 2858 1/3

) 2,780 11

VAS 27123 R

DE? 2,545 173

™ _ - 2:453 1/3

KY¢ 2332 12/16 —

vT 2,293 T

LA 2236 i72

MN 2055 - _ _ 173

JTd 2015 13

MT 2,008 05/15

I0I0I0I0IoI0IOIO CDOOLOOOL)O

clololololoiololololololololololblololololo
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State : Premium ___ Coverage limits® Policy form®
OK o $18%2 $5/$5 — 5
N 1,891 71

OH_ 1,852 22/26

MAd e 1.844 73

MSe 1,802 171

co 1,760 , T

NE i

M E—— 1,704 05/

™ 45 = 7
SC 1,332 - W

AR - 1323 171

N___- 1,293 05/

LOO ‘('D olalo

ololalol

*Coverage limits aré per occuirence/in aggregate. Figures are in millions.

b0 = Geciitenica, C = claims-made. 7

“Leading insurer has multiple-rating territories. Premium shown is for territory with the largest number of
physicians of this speciaity.

9L eading insurer offers both occurrence and clairms-made policy forms.

*Premium shown is conaitional upon final approval of state insurance depariment.

None.
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Physician Medical Malpractice Insurance
Costs Increased but Varied Widely by

Location and Specialty

Table 2.9: Malpractice Insarmes . - e ———
Premiums Paid by Physicians:in 7 State _Premium _ Coveragelimits®*  Policy form?

Neurosurgery by State as of July 1, - FLe $64,69 $1,81 C
1985 iLe 56,088 173 o
: pes 54,523 _ 5/5 o
ND 41,630 mw €
AZ 41,623 3/3
Nyed 37,736 1/3
Hi . 37,652 1/3
IA 37.270 m
wi 37,217 U
GA o 35,587 : 11
e 34410 1/
WA 33,397 577
iD? . 33,056 1/3
OR 32,994 _ o _13
cTe 32,901 173 I
MO ' 32,280 171
SD 31,764 171
we 304189 1/1
NJ 30.122 18
KYd 29617 12/16
NH o 27,676 1/3
Wve 762 13
MDs ¢ 27,409 13
KS 25,761 3.2/6.6
ME 95305 1/3 L
CA® 24,248 0.5/15
RI ' 23,521 1/3
NE 23,402 171
vT .. 23,069 1/1
NV 22,592 05/1.5
DE?® 21,489 1/3
MSd 21021 RTI
PA® . 20,196 1:2/3.8
MN 19,196 1/3
uTd 18,691 ' 1/3
NC. _ 18,595 1/1
WY 18,343 71
co 18,136 171
LA ..Ar992 . 1/2

ololololoiololololololalolblolololololololelolo

by

olaoio Loo oiololo
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Physician Medical Malpractice Insurance
Costs Increased but Varied Widely by

Location and Specialty

State ______Premium Coverage limits* Policy form®
™ [ $17.823 $1/88
Ate 17,652 - 7

OH 17443 2.2/26

MAS ¢ - 15,322 173

AR o 12,612 an -
IXe . M . 1)

MT _ 11540 0.5/1.5

IN 11,380 0.5/
oK~ 10,953 55

NM 10627 05/

sC 9150 "

AR“ . . .

*Coverage limits are per occurerice/in aggregate. Figures are in millions:

Qlalo L}O ololololo

|
Q

b0 = occurrence; C = claims-mads.
“Leading insurer has miultiple-rating teritories. Premium shown is for territory with the largest number of

physicians of this specialty.
9 eading insuirer offers both occurrence and ciaims-mads policy forms.

*Preitini Shown is conditional Upon final approval of Stale insiraiics department.

'None.

OTWo ferilories had an equal number of physicians of s specilty. The premium for the other territory
was $20,673.

Mhe leading insurer did not insire any neurosurgeons as of July 1; 1985,

Malpractice insurance premiums varied widely by state and specialty
for the same coverage limits: Figure 2.2 shows the highest and lowest

premiums for each of the seven specialties for a $1 million/$1 million
claims-made policy. The lowest premiums ms in each case for this coverage
limit were in Arkansas; they ranged from $1,323 for internal medicine to
$12,612 for neurosurgery. The highest premitimis in each case were in

Florida; they ranged from $9,2°8 for internal medicine to $97,010 for
neurosurgery.
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Chapter2 __ _.
Physician N Medical Mnlpracﬂce Insurance
Costs Increased but Varied Widely by

Location and Specialty

Figure 2.2: Premium Range 10r i
$1 Million/$1 Million glilﬁii2Midi
Policy as of July 1, 1985

100  Thousands of Dollars

8

8

2
gfg /77

-’
®
)

[:] Arkansas

Wide Divergence of
Physician Premiums
Within Certain States

In 41 states and tiié ﬁistrict of éo’iumbia, premius rates %ypicéﬂly apply

ever, the leadmg insurers have multxple-ratmg temtones Asa result

physicians in each specialty with the same coverage limits and the 551716
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
thesemne states).

9The states with multiple-rating territories are California. Florida, Illinoxs, Maryland Michigan New

York; Pennsylvania; Texas, and Virginia (see app. I1I).
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Chapter 2 -

Costs Increasex. but Varied Widely by
Location and Specialty

Premjums varied significantly among these rating cerritories. Generally,

the higher premiums in the stats with more than one rating territory
were in the more urbanized areas. This is consistent with a 1982 study
on the frequency and severity of medical malpractice claims, which
showed thzt urban courts tend to award higher verdicts and that these

verdicts act as an inJucenient for an increasing number of claims. The
siudy concluded that urbanization is the most significant and powerful

predictor of claims frequency."

Typically, rating territories are developed on the basis of an insurance

company’s historical claims and loss experience. The analysis of this
information identiiies the relative or perceived risks in one area over
another and serves to justify a company’s filings with the state’s inisiir-
ance department for different rate offerings within a state. For example,
the rates we obtained for Pennsylvania and Indiana were from the same
insurer; however, according to this insurer, the metropolitan area of

Philadelphia and surrounding counties has a historically different -
claims experience than the rest of Pennsylvania; as a result, the insuver

has four rating territories there. In Indiana, the claims pattern for Indi-

anapolis varies little from the rest of the state; as a result, the insurer
offers one rate for the entire state.
iples below show the high and low 1985 rates for the specialty

The exan

of obstetrics/gynecology in each of five states. Other specialties fol-
lowed a similar pattern:

In Michigan, the rate for territory 1, which includes Macomb, Oakland,
and Wayne Counties, was 52 percent higher than that for territory 2
(the rest of the state)—$30,198 versus $19;931. Territory 2 had slightly
more obstetricians/gynecologists than territory 1. o

In Illinois, the rate for territory 1, which covers Chicago and East St.
Louis; was $42,184. In the other two rating territories, it was $25,496
and $33,840. Territory 1 contains about 90 percent of the obstetricians/
gynecologists insured by the leading insurer. =~

In Florida, the rate in territory 1, which includes the Miari area, 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 rest of the state. :

19Pasricia Munch Daruon, “The Frequency and Severity of Medical Malpractice Giire,” Rang, .
2870-ICI7HCFA, Santa Moriica, CA, 1982, p- 36.
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Costs Increased but Varied Widely by

Location and Speclalty

« In New York! , the rate in territory 1, which includes Long Island, was
from 14 to 121 percent higher than in the other three rating territo-
ries—$68,116 versus $59,647, $62,709, and $30,818. About 7 percent of

~ the obstetricians/gynecologists insured by the leading insurer would
®  have paid the highest rate.
In Pennsylvania, the rate in territory 1, which includes Phtladelplua

was 97 to 206 percent higher than in the three other territories—

$41,570 versus $21,068, $20,196, and $13,551. Territory 1 had less than

10 percent of the obstetricians/gynecologists being insured by the
leading insurer.

obstetricians/ gyneoo!oglsm purchased the occurrence form of coverage.
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Rapters

Region and Size

 Insurance Costs
but Varied by

of Institution

From 1983 to 1985, the percentage increase in the enst of malpractice

insurance as a hospital expenise item was much gi-ater than the per-

centage increase in total hospital expenses. Total estimated: malpractice
insurance costs for community hospitals in the 50 states and the District

of Columbia increased by aboiit 57 percent from about $849 million in
policy year 1983 to $1,336 million in policy year 1985. On an inpatient

day basis; average malpractice insurance costs iricreased aboit 85 per-
cent—from $3.02 to $5.60—uver the same period. According to AHa,
from 1983 to 1985, total expenses increased about 12 percent—from
$120 billion to $ 134 billion—while average expenses per inpatient day

increased by about 26 percent—from $392 to $494. Average et rev-

enue per inpatient day also increased about 26 percent—from $395 to
- $601. Despite substantial increases in average malpractice insurance
costs per inpatient day, such costs still accounted for only about 1 per-

cent of the average expense per inpatient day.

Costs of malpractice insurance and the rate of increase in these costs
varied by size and regional location of the hospital. Malpractice insur-

ance costs generally followed size of hospital; the hospitals with the

fewest beds also had the lowest malpractice insurance costs per inpa-
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

160 beds. Hospitals in the Pacific region (Alaska, California, Hawaii;

Oregon, and Washington) had the highest average malpractice insurance
cost per inpatient day but experiencid the lowest percentage increase
from 1983 to 1985.

‘At the time of our survey in the summer of 1985, some hospitals were

also able to provide information on the cost of malpractice insurance for
policy year 1986. Information provided by these hospitals indicates that

their malpractice insurarice costs will increase substantially in 1986.

ﬁ—
Total Malpractice
Insuranee Costs and
Increases Varied

Widely Among
Hospitals Nationwide

As shown in table 3.1, all types of hospital malpractice insurance
expenditures’:t:’dﬁti'ibijtii’fjiis; to self-insurance trust funds; premiums for
purchased insurance, and uninsured losses—increased from 1983 to
1986.

"Unless otherwise indicated, the estimates presented in this chapter are alog included with sarapling
errors in tables VIII:1 through VIIL8.

Page 38 GAO/HRD-86-112 Medical Malpractice Insurance Costa

39



Chapter3

Hospltal Medical Malpractice Insurance Costs
Increased Froin 1983 to 1985 but Varied by
Region and Size of Institution

Table 3.1: Eaﬂmatod H’o’ip’ltal

Malpractice insurance Costs by Dollars in millions o

Type of Expenditure - - ~ 1983-85 Iincrease®
Expenditure 1983 1884 = 1985 Amount Percent
Total $849.4 $959.8 $1,3360 $4866 57
Contributions to seff-insurance o L o L B
trust funds 2558 2893 350.6 948 37
Premiums for purchased insurance 562.4 628.2 866.8 3044 54
Uninsured losses 31.1 422 118.6° B7.5° 28ib

‘Sampllng errors for the amount and pefcentage of increase are not presented in appendix VII; bot they

are comparabie to the errors for the esti: Jated costs.

E’Estlmat'-s are subject to a large sampling error and should be used wnth cautlon
Note: Details may not add to total due to independent estimation.

On an individual basis; annual hospital malpractice insuratice 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 malpractlce msurance costs

had annual malpractice insurance cost:s of less than SIGG 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.

Tabie 3.2: Estimated Distr sution of Annual Malpractice Insurance Costs for Hospitals

— - - Hospitals ____
983 1985 -

} o . Cumulative o _______Cumulative
Annual costs Number Percent percent __ _Number  Percent _ percent
Less than $10,000 772 14 14 509 9 9
$10,000 to $24,999 _ 1,047 19 33 905 16 25
$25,000 to $49,999 937 17 50 962 17 42
$50,000 to $35,999 827 15 65 792 14 56
$100,00010$249.999 1,047 19 84 1,188 21 77
$250,000 to $499,999 — 441 8 _ _ 92 &2 11 88
- $500,000 to $999,999 276 5 87 3¢ 1 95
$1 million or more 110 2 99 283 5 100
Total . I 5.457 99* 5,657 100

*Does not tota! to 100 percent due to réundmg

Note: The total 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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Chapter3  _ ____ -
Hospital Medics] Malpractice Insurance Costs
Increased From 1983 to 1885 but Varied by

Region and Size of Institation

A hospital in region 1 purchased $11 million of doverage for $21,000 in

1983: In 1985 the hospital paid $57,000; or about'171 percent more, for
the same coverage. o e
A hospital in region 2 in 1983 purchased $1 miltion of coverage for
$63,000. In 1985 the hospital paid $ 164,000 for the same coverage, an

. increase of about 160 percent:

Arnother hospital in region 2 in 1983 paid $700,000 for $2 fillion of cov-

erage. In 1985 the hospital paid $2.35 million for the same limits, an

increase of about 236 percent. S
A huspital 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

Average Malpractice Two means of measuring the relative impact of medical malpractice
Insurance Costs Per smsurance costs on hospitals are by the number of inpatient days and the
Inpatient Day and Per Bed ~ MUmber of beds. As shown in table 3.3, from 1983 to 1985 the average
Foo Sl L malpractice insurance cost per inpatient day increased by about 85 per-
Increased Significantly cent, while the average annual malpractice insurance cost per bed?

- From 1983 to 1985

increaged by about 78 percent.

Table 3.3; Estimated Average Honpital
Maipractice Insurance Costs Per

inpatient Day and Per Bed

— 1983 1984 1985 Amount Percent
Average malpractice cost per inpatient day _ $3.02 $381 $560 $258 g5
Average annual malpractice cost g7 bed $1000 $1231 $1,784 734 ,

“Sampling erros fo tis amioun e percentage of increase are not presented i ase s V¥, but oy

8

are comparable to the errors for e estimated costs: .

While the average malpractice insurarnice cost per inpatient day

increased frem $3.02 in 1983 to $5.60 in 1985, the malpractice insurarice
co%i per inpatient day was much higher for some hospitals. As shown in
fable 3.4, 76 percent of the hospitals in 1983 had malpractice insurance
costs per inpatient day of $3 or less, while about 3 percent had malprac-
tice insurance costs per 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 about 49 percent, and the percentage
of hospitals witl malpractice insurarice costs of more than $10 per inpa-

tient day had quairupled to 12 percent.

“In determining the average annual cost per bed, we used the methodology emploged by the S Pa
Insurance Company, which involves first computing the daily occupied bed rate (the total number of
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Chapter8
Hospital Medical Malpractice Insarance Costs
Increased From 1983 to 1985 but Varied by

Table 3.4: Estimated Distribution of Mlllii'ii:ﬂe. Insurance Costs Per Inpatient Day

Hospitals
1983 1984 1985

InSurance costs: R -~ Cumulative ____ Cumulative _______ Cumulative
per day Number Percent percent Numbor Percent percent . Number Percent  percent
$1 : 1.793 34 34 1413 2% 26 778 14 14
2 1371 26 60 1,413 26 52 1,056 19 33
3 ' el 15 75 _ 815 15 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 9 @z 4 80
B 53 1 95 109 2 93 222 4 84
91010 105 2 _97. 163 3 96 278 5 89
111620 105 2 99 163 3 99 500 9 98
Over 20 53 1 100 109 2 101° . 187 3 101
Total 5,213 100 5,489 101 5,613 101*

*Does not add to 100 percent due to rounding.
Note: The total number of hospitais each year is based on the number of responding hospttals that

provided the relevant data for that year.

Ini addition, the changes in malpractice insurance costs per inpatient day
vaned w1dely among the hospltals As shown in table 3 5 about 2 500

per inpatient day of 10 to 99 percent from 1983 to 1985, while another

39 percent; or about 2,100 hospitals, had increases of 100 percent or
more:

mpment days divided by 365) and increasing the number obtained by one bed for every 2,000 outpa-
tient visits. This number of beds is then divided into the total annual malpractice insurance costs
incurred by the hospital to produce the average annua! me!practice cost per bed.
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Chapters ] ”7
Hospital Medical Malpractice Insurance Costs
Increased From 1983 to 1988 but Varied by
Reglon and Sire of Institution

Table 3.5: Estimated Distribution of
Changes in Maipractice Insurance
Costs Per inpatient Day From 1983 to

1985

Hospital Malpractice
Insurance Costs Varied
by Region

Percenit changes , - ,
Increases of less than 16 or all decreases 821 15 15
+10tody 1,368 25 40
+501099 1,149 21 61
+100 to 199 . 1,313 24 g5
+200t0209 = 43 8 93
+300 or more . 383 7 100
Total ) 5,472 100

Note: The fotal number of hospitals is based on the number of responding hospitals that provided data

for both 1983 and 1985 56 that the percent change could be calculated:

Costs per inpatient day and increases by region varied widely. As shown

in table 3.6, average malpractice insurance costs per inpatient day in

1986 ranged from $3.30 in region 7 (Arkansas, Louisiana, Oklahoma,
and Texas) to $10.16 in region 9 (Alaska, California, Hawaii, Oregon.
and Washington): The percentage increases from 1983 to 1985 ranged

from 51 to 124 percent. Four regions had increases of over 100 percerit.

Table 3.6: Estimated Average

Maipractice insurance Costs Per

inpatient Day by Region

__In; Costs per¢ _ _1883-85 increase®
1883 1984 1985 Amount Percent
$2.48 $2.79 $431_  $183 74
3.18 369 _ 510 1.92 _60
275 378 5.16 241 g8
330 4.30 7.38 408 124
2.15 2.49 386 1.71 80
1.61 219 360 1.99 __ 124
1583 227 3.30 177 116
325 4.29 678 353 109
6.71 7.86 10.16 345 51

eglon®

LT TR {num N‘_.‘
1 .

*See appendix | for the U.S. census regions.
®Sampling siforsfo the amount and parcentage of increass & ol presenisd in appendie Vil bl ihey
are comparabile to the errors for the estimated cosis. .

As shown in table 3.7, 266 of 441 (58 percent) of the hospitals in region

6 had increases in their malpractice insurance costs per inpatient day of
100 percent or more from 1983 to 1985—the 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 h@g Costa

Increased From 1983 to 1985 but Varied by
Region and Size of nstdtution

Table 3.7: Esumated Distribution of Changes in Malpractice insurance Costs Per Inpatient Day Front 1983 to 1985 by Region

- Percent changes in costs
lncmus of less
! than 10 percent or _ — —_increases
Number® of decreases ——  —10tod9percent — __50to99percent. 100 percent or more_

ﬁoglon' hospitals No. Percent No. Percent No. Percent  No-  Percent
All hospitals® 5472 821 15 1,368 25 1;148 21 2,134 39
1o 243 46 19 68 28 51 21 78 32
2 566 142 25 209 37 9% 17 119 21
3 780 148 19 172 22 164 21 289 3
4 861 g5 1 215 25 207 24 327 38
5 441 a3 21 62 14 31 7 256 58
6 792 63 8 142 18 206 26 - 380 48
7 750 128 17 165 22 166 = 222 285 38
B 354 32 9 103 29 74 2t - 145 41
8 685 _ 75 1 212 31 151 22 240 35

*See appendlx | for the U.S; censas regions:

bDetail by percent change may not add o total or 100 percent due to rounding.

°Deta|l by reglon may ot add to total for all hospitals due to mdependent estimation.

Note: See riote to table 3.5.
Malrrantios The variance in average malpractice insurance costs per inpatient day

racti ur

M?:lp 1c€ Ins ance generally followed the size of hospitals; the hospitals with the fewest
Costs Varied by Size of beds had the lowest costs, and the hospitals with the most beds had the
Hospital 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 beds;

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 per inpa-

tient day for 1983; 1984, and 1985 and changes from 1983 to 1985 by

size of hospital.
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Chapter8 = oo
Hospital Medical Malpractice Insiirance Costs
Increased From 1883 to 1985 but Varied by
Region and Size of Institution

Table 3.8: Estimated Average_
Maipractice Insurance Costs Per

inpatient Day by Size of Hospital

rday _ 1983-85 increases® _
1985 —  Amount _ Percent
$18 &

, insurance costs |
Hospital size (numberof beds) 1983 1984
Fewerthan50 ° $272 $329 $4.60
501099 272 347 510 2.38 88
100 to 199 286 388 574 238 101
200t0299 316 356 §5.15 199 63
30010399 365 478 8271 482 127
400 to 499 379 503 737 3.58 94
500 or more 430 517 694 264 61

*Sampiing errors for the amouint and percentage of increase are not presented in appendix VIll; but they

are comparable {o the errors for the estimated costs.

As shown by table 3.9; about 21 percent of the hospitals 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 about 38 percent) had

beds experienced increases in their malpractice insurance costs per inpa-

tient day of 100 percent or more.

* fewer than 50 beds. Forty-five percent of the hospitals with 50 to 99
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Increased From 1983 to 1285 bat Varied by
Region and Size of Institution

Pc_rcmggg%

Incrams of less

o ~ thanS0percent - - 100 to 199 200 to 299 200 percent or
Hospitalsize - - Number® of _and decreases 50 to 99 percent ___percent percent more
(numberofbeds) - hospitals No. Percent No. Percent No. Percent No. Percent No. Percent
All hospitais® 5472 2.189 40 1.149 21 1,313 24 438 8 333 7
Fewer than 50 1127 406 36 248 2 225 20 169 15 68 6
50 to 99 1,368 451 33 287 21 473 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 399 312 194 a7 103 % 73 18 16 3 29 7
400 to 499 255 97 38 76 30 54 21 10 4 18 7
500 or more _..299  1n 4 78 26 69 23 15 5 18 6

*Detail by percent change may not add to total or 100 percent due t6 rounding.

°Deta|| by bed saze may not add to total for all hospnais due to mciependent estimation.

Note: See note to table 35:
maiirance Availahility  Our survey asked hospitals to comment on insurance problems for 1986,
Insurance Availability o o ard to availability and affordability. OF the 1,210
aﬂd Afferdability hospitals that co:amented on availability of insurance for 1986 about
Prob]ems Foreseen by 51 percent, or 614; indicated there were or will be problems. Of the

1,208 hospitals that commented on affordability of insurance for 1986,
Hospitals in 1986 about 56 percent, or 698, stated that affordability was or wil be a

problem.
Insurance Avallablhty The most frequentiy cited availability problem was the reduction in the
Problems number of insiirers. The 159 h6§§itél§ 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 commented 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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Increased From 1983 to 1985 bat Varied by
Region and Size of Institution

The second most frequently cited problem was the limited availability of
above primary or excess coverage. Typical of the responses among 106

hospitals was “difficulty in finding carrier to provide excess coverage.”

In addition, many hospitals that were able to find 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 excess limits from $20 million to $10

million at more than twice the cost. A 591-bed hospital advised us that it

could obtain excess coverage limits of only $26 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 miltion/$5 million:
Another hospital with 677 beds could obtain only one-third of its prior
year's coverage limits:

Limited availability of occurrence form policies was cited by 33 hospi-

tals. Some commented that carriers had ceased providing occurrerice
coverage or that they would continue providing occurrence coverage

only for substantially higher rremiums; thus forcing them to buy clairas-
made policies.

Insurance Affordability
Problems

Of the 698 hospitals that had indicated affordability of insurance as a
problem in 1986, 215 gave us specific information on cost increases for
their 1986 coverage. Overall, the total malpractice insiirance costs for
these hospitals increased from $60 million in 1985 to $151 million in

1986; or about 152 percent: The cost increases in 1986 for these hospi-
tals ranged from $1,400 to $7.1 million, while the percentage increase

ranged from 4 to 1,400 percent. The median cost increase was $129,917.
The amount of the increases reported by all hospitals varied depending

on whether they had the same coverage as in the previous year or had

changed coverage.

Of the 215 hosritals; 20 percent reported cost increases of less than 50

percent, 71 percent reported increases between 50 and 400 percent, and
9 percent reported increases greater than 400 percent. The affordability
problem experienced by hospitals with cost increases of less than 50
percent can be illustrated by one hospital’s experierice. In this instarice,
the medical malpractice insurance premium cost for a 250-bed hospital
was $116,000 in 1985 and increased to $142,000 for half the coverage
limits in 1986. The hospital stated that this 23-percent increase in costs

forces it to increase patient charges, thus further escalating the cost of

health care.
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Hospital Medici 1 Malpractice Insurance Costs

Increased From. 1983 to 1988 but Varied by
Region and Size of Institution

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 t:he same coverage from 1986 to 1986 increased from $37 -4 million
increase was $112,744. For example an official of a 90-bed county hos-
pital ¢ commenﬁed that total costs for maipractlce insurance in 1985 were

increase of 300 percent. Based on the hospital’'s 1985 mpanent 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 opportunity 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 1986 to $60:8 million in 1986, or by 169 percent: The
median increase was $214,603. The type of coverage changes cited
included changes in deductibles; limits, or policy form; estabhshmg a
self-insurance trust fund; or requirements for coverage ot physicians:

For example, a 149-bed hospital stated the cost of primary coverage
increased from $140,261 in 1985 tc $5666,000 in 1986, or about 304 per-
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 364-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-made
policy.

Three hospitals reported cost increases of over 1,000 percent even with
coverage changes. In one case, a 929-bed hospital reported a 1,400-

percerit 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 1986. In addition, the hospital had to make a 100-
percent increase in its primary self-insurance levels from $5 mllhon/
310 million to $10 million/$20 million.

excess coverage lumts 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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Increased From 1983 to 1985 but Varied by

Region and Ltxe of Institution

1 406-percent increase. The hbspntal also had to increase its pnmary
self-insurance levels from $3 million/$5 million to $8 iiiihiéii/
$10 million.

In the third case, a 30-bed hospital w’th combined ¢ coverage limits of

$2 million/$6 million paid about $17,000 in premiums in 1985 for a
claims-made policy and had to pay $240,000 in 1986 for occurrerice cov-

erage—an increase of over 1,300 percent. The hospital administrator
stzted that only one insiirance company was writing hospital malprac-

tice coverage for 1986 in this state.
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any Hospitals Increased Total Coverage

Limits While Inpatient Days Decreased

From the beginning of policy year 1983 to the

ing of policy year

1885, about 1,920 hospitals increased their total per-occurrence limits of

malpractice insurar.ce coverage: The increased coverage linits, coupled
with cost increases related to changes in overall insurance market condi-
Pons, resulted in increased total hospital malpractice insurance costs.

During the same period, total estimated' inpatient days, a revenue base
for recovering these costs, decreased about 13 percent, from 267 million

greatest percentage decreases in total inpatient days.

Some hospitals responding to our survey commented that, as i1isurance
costs were increasing, the revenue base over which these costs could be
spread was decreasing as inpatieat days decreased and new cost con-
tainment regula <triot Wore

ions or eligibility restrictions were initiated by the

states and the federal government. This put therm in a “squeeze” sitiia-

tion in which they were not able either to absorb the malpractice insur-

ance increases without adverse effects on nperations or to pass on the

increases to patients or other purchasers.
About 1,060 haspitals made changes to their insurance programs that

would tend to reduce cost; or at least minimize cost increases. Thess
changes were (1) establishing a self-insurance trust fund to cover al! or
part of the malpractice risk, (2) switching from the generally more
expensive occurrence policy to the claims-made policy, (3) adding or
increasing a deductible, and (4) contrary to the overall trend, decreasing
total per-occurrence coverage limits. Further actions by hospitals, such

as establishing or improving programs designed to reduce claims by

reducing the incidence of malpractios, would slso influence malpractice
costs. However; information on the extent or effect of such programs

was not part of our review.

e —, e = ———— P T ST
About 84 percent of the hospitals experienced decreases in inpatient

Inpatient Days
npate

days between 1983 and 19865. While the total number of inpatient days

decreased by about 13 percent, the decreases for many hospitals were

much greater. For example, about 1,930 hospitals experienced inpatient
day decreases from 20 to 39 percent, while about 520 hospitals
expressed decreases of 40 or more percent.

'Unless otherwise indicated, the eatimates presented in this chapter are aiso Included with sampling
€rroes in tables VIILY through VIZLI6.
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widely: As shown in table 4.1, the reglonal decreases ranged from about

1. 4nulhonmpat1entdaysmregmnltb86mﬂh6nmregmn4 In terms
of percentages; region 6 had the largest decrease in inpatient days,

about 20 percent.
Table 4:1: Estimated Number of B
tnpatient Days by Region ' Iinpatient days in miftions
' inpatient days 1983-85change®
Region® 1983 1984 1985 Number Percent
Alhospitals 2671 25%.1 2321  -350 -13
1 13.1 1334 127 =13 =10
2 567 496 471 = =36 _ _ =1
3 436 407 _ 379 -57  _ _ -13
4 510 472 424 —-86 -17
5 197 186 168 =29 =15
6 o ] . 234 209 188 ~ _ _—-46 20
7 - .. . 216 261 235 _ -41 -15
8 10.1 94 86 -15 -15
9 269 252 243 =26 -10
35ee appendix | for the U.S. census regions.
PSampling errors for the number and percetage of change are not presented in appendix Viil; but they
are comparabié 10 the errors for the estimated inpatient days.

Note: Detail by region may not add to total for all hospitals due 1o independent estimation.

As shown in table 4.2, hospitals with 100 to 199 beds experienced the_
greatest decrease in the number of inpatient days from 1983 to 1985. In
terms of percentages, decreases in inpatient days were generally
inversely proportional to size, with the smallest hospitals having the
largest .. rcent decreases.

GAO/HRD 86112 Medical Malpractice Insurance Costs
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Many Hospitals Incressed Total Coverage
Limits Whilc Inpatient Days Decreased

Table 4.2: Estimated Number of
inpatient Days by Size of Hospitat

Inpatient days in millions o -
Hospital size (number ot beds) 1983 1884 _ 1985 Number Percent
Al hospltals 267.1 2511 2333, -35.0 -13
Fewer than 50 - 75 70 59 -1.6 =21
50 t0 99 223 204 184 -39 -17
100t0199 481 439 403 . =18___ 18
20010299 477 46 407 2 70 -15
300 to 399. 409 388 361 -48 =12
400 to 499 327 309 288 -39 -12
500ormore 678 655 619 -59 )

*Sampling errors for the niimber and percentage of change are not presented in appendix Vill, but they

* are comparable to the errors for the estimated inpatient days:

Note: Detail by hospital size may not add 1o total for all hospitals due to independent estirmation.

One factor that influences the cost of insurance is the level of coverage

carried by hospitals-—the higher the limits; the higher the cost. About

1,920 of the hospitals 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 analyzed by source of coverage,? as shown in table 4.3, hospitals

using a combination of purchased insurance with a self-insurance trust
fund (combination coveraze) had considerably higher limits than hospi-
tals using only a seif-insurance trust fund or only purchased insurance.

From 1983 to 1985 the median per-occurrence limits increased nation-

ally and in most regions for both purchased and combination coverage.
The greatest increases in median coverage amounts, however, occurred
in regions 1; 2; and 6 among hospitals using the combination coverage.
As shown in table 4.3, median limits in region 1 among hospitals using
combination coverage rose from $10.5 million to $20.2 million. In region

6, limits armong hospitals 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
decreased dramatically from $51.0 million to $11.0 nillion. This

the unlimited designation has rio specific figure assigad to it that can be used in computing median
limits or changes in limits. .

2About 240 hospitals with unlimited per-occurrence Lmits were excluded from our analysis because
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decrease was due pnmanly to changw in coverage made by one mul-

T&b&.&wmﬂﬂhﬁ
Occurrence Coverage Limits by Source
of Coverage by Region

tihospital system in the region.
- |
niars 1 milicns
Median coverage limits —

Self-insurance . P ’*”’ii,iig
I _trust fund only _ _Purchased only_ seif-insurance
Region® 1983 1985 __1983 1885 _ 1983 1985
AN hospitais $1.0 $1.0 $20 $30 $10.9 $12.0
1._ 5 * 5.2 60 105 202
2 28 34 30 32 1.1 16.0
3 15 15 20 30 102 102
3 10 1.0 13 22 200 230
5 .. 10 1.0 13 20 200 20
6 10 10 20 30 52 220
7 30 30 10 20 - 46 46
8 05 1.0 40 6.0 51.0 110
9’ 1.0 1.0 100 8

100 80

'Sife’ipb’eh’dixlrortmus Cersus regions.
%hocputa?li’*‘ mthadl-uwm’””’" tmsﬂiiiloﬂycoverage

Median per-occurrence limits of hospita.ls of most sizes usmg purchased
insurance or combination coverage increased. The greatest increases

occurred among hospitals using combination coverage. Median limits of
hospitals with fewer than 50 beds using the combination coverage

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.

Hespltals Ghamged

- Source of Coverage

Source of coverage also influences a hospital’s total malpractice insur-
ance costs Hospltals were  generally changmg to more expensive

in the number of hospitals using combination coverage: Further, fewer
hospitals were going without coverage. In 1985, 103 hospitals went
without coverage cormpared to 120 in 1983. As shown in table 4.3; the
combination coverage has the highest per-cccurrence limits,; and thus

the highest costs.

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

Hospitals in most regions were changing
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Many Hospitals Increased Total Coverage

Limits While Inpatient Days Decreased

4 and b5 had large changes in the use of self-insurance between 1983 and
1986, but these changes were in opposite directions: In region 4, 83 hos-
pitals were self-insured in 1983 compared to only 36 in 1985—a
decrease of about 57 percent. Most of this ciiange appeared to account
for the increase in the use of combination coverage.

In region 5; 51 more hospitals self-insured in 1985 than i 1983, This

increase in the use of self-insurance appeared to have resulted from the
decrease in the use of purchased insurance. For example, a 147-bed hos-

pital that purcl.ased per-occurrence limits of $100,000 paid about
$38,000 in 1983 and $47,000 in 1984. This hospital replaced 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 about
$20,000 in 1985. A hospital official indicated he believed the hospital
could control affordability by using self-insurance.

Table 4.4: Estimated Distribution of Sources of Insurance Coverage by Region

Hospitals

Combination o*

Self-insurance trist fiind o
- onky _Purchased only ____ insurance

Region® 1983 1985 Change® 1983 1985 Changed 1983 1965 Changed
All hospitals 319 327 +8 4324 4219 105 924 1.083 +154
I E c : 229 24 -5 20 25 +5

1
2 10 .59 -89 480 488 +8 77 15 -2
3 12 72 513 485 -8 214 245 +31
4 - 83 36 -47 632 649  +17_ 180 213 +33
5 . 61 112 +61 318 322 -56 29 37 48
6 287 280 685 685 . 55 585
7

8

9

%6 26 87 65 -1z 02 158 456

20 20 . 238 232 = -6 100 106 +6

21 25 +4 532 507 25 51 168 +17

*See appendix | for th U.S. census fegions.
®The changes may retiect onily the amount of ihe sampiing errors for the estimated distribution,
“No hospitals with selt-insurance trust fund only coverage.

°Estimates subject t0 & large sampling erfor and should be used with caution.

Note: Detail by region may ot add to total for all hospitals dus to indep 1dent estimation:

Between 1983 and 1985, more hospitals with fewer than 200 beds thas

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

Page 64 GAO/HRD86112 Medical Malpractice Insaranice Costs

54




Chapterd
Mariy Hospitals Increased Total Coverage
Limits While Inpatient Days Decreased

had used this source in 1983. For example, one hospitai with 24 beds
changed from purchased 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 1985 than in *983: At the same

time, however, 45 more hospitals of this size were using combination
coverage.

Tabie 4.5: Estimated Distribution of Sources of Insurance Coverage by Size of Hospital .
- M’ 8§ als ————— —
,,,,,,,,,,,,,,,,,,,, Combination of _
Self-insurance trust fund o purchased and self-
S o only Purchased only —Ingurance ___
Hospital size (number of beds) B 1983 _ 1985 Change® B 1883 1985 Change® 1983 1985 Change®
All hospitals 318 327 +8 4324 4218 -105 929 1,083 +154
Fewer than 50 , 42 87 +45 9% 947 —49 110 142 +32
501099 94 84 . 1203 115 -47 97 142  +45

10010199 88 69 —19 1004 989  -15 237 292 +55
200 to 209 I — 27 23 -3 546 551 . +5 140 = 138 =2

300 to 399 . 51 18 -3 264 260 —4 136 143 47
400 to 499 21 13 __ -8 149 154  +5 90 9N +1
500 or more 27 2 -5 163 161 =2 120 131 +11

*The changes may reflect oniy the amount of the sampling errors for the estimated distribation.

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

. - -
Yoy AAtinnc During the 1983-86 period, about 18 percent (or 1,060) of the hospitals
O-ther Actions tnade one or more changes to their insurance programs that could tend

to reduce cost, or at least minimize cost increases. These changes
included (1) decreasing total per-occurrence limits, (2) switching from
the occurrence policy form to claims-made policies, (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.

Thie most frequent chang made by the hospitals was to decrease total

limits Of these, about 400 made no other cost-minimizing change, while

the others detreased coverage limits in addition to establishing self-
insurance trust funds, adding or increasing deductibles, and/or
switching to claims-made policies.
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The@condmostffequentchmgewastosthehffomagenemuymore

expensive sccurrence policy to a claims-ma: e policy. About 220 hospi

baisnmdéifuichm . At the same time; about 90 of these were

increasing their per-occurren currence limits. Another 25 ) were decreasing cov-
erage limits; adding self-insurance triist funds, and/or addingor
Increasing deductibles.

le policies. Asshown,thenetmgasemthe

use of sT:lf -insurance trust funds either alone or in combination with
) insuranoewas 162 hospitals.

The other cha.nge—addmg a deductible provision or increasing the

deductible limits—also was made by about 210 hospitals. Of these hos-

pitals; 135 were also changing coverage limits and 10 were switching to

increased from $5,000 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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Source: Hospital Statistics, 1983 Edition, American Hospital Association
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 Appendix II

Purchased Coverage Limits and Pohcy Form by
State for Five Speclaltles

This appendlx contains 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

“nione” have state funds (such as a patient compensation fund) that pro-

vide unlimited coverage for physicians participating in the funds; even

though Indiana; Nebraska, and New Mexico place limits on amounts
paid for individual incidents.

In 11 states and the District of Columbia, the leading insurer offers bggh
occurrence and claims-made policy forms. In those cases, the premiums
shown are for the policy form purchased most often by physicians of

each particular specialty:

In nine states; g\g }eg@pﬁg}qsurer has multiple-rating territories. Pre-

miums shown are for the territory with the largest number of physi-
cians of each spec1alty
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Appendix I
Insurance Premiiiinis for hedomln;tely .

Purchased Coverage Limits and Policy Form
by State for Five Specialties

- Tuble 11.1: Maipractice Insurance
Promlnlnl  Paid by Physicians in

by State as olfigﬁly 1, 1985

Pncﬂu(Mmor Surgery)

State Prémaum Coverage limits® Policy form®
FLe $12,156 $1/$1 €
it 11,592 1/3 o)
Hi - 10,136 13 C
ME 8656 173 [S
RI __ 8467 173 o
CA® - 8.124 0515 C
Nyed 8,088 113 0]
AK 7,780 2/4 €
wi 6802 r_ 0
ND I 6,658 T C
A 6392 m C
cr _ 6386 1/3 0
wvd j 6,297 MB__ Y
GA 6,118 __1n C
OR 5088 173 0
NH - 5959 13 - 0
MD<¢ 5743 173 Y
AZ 5,650 . 1n C
WA 5466 173 __ 0
SD 5,445 11 _ C
KS - 5,296 _ 32/66 C
MO 5143 A 0
D¢ __ 5112 1/3 0
Ky¢ . 5013 12/16 0
wy - 4985 Y7 0
A9 4905 i”m _ 0
Me 4179 0.2/0.6 - 0
™ ,7 4724 13 C
MN_ 4721 o 173 C
N _4664 0.5/15 €
vr 448 mno c
PAC 4,264 _ 1.2/36 -0
L7 4214 N _c
N 4188 1/3 0
DE¢ . 4,072 _1/3 [
NE__ 407  In C
pee 3916 1/3 0
uTe 3,909 173 o]
LA 3853 T 0
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Appendix I
Insarance Premiams for Predominately

Purchased Coverage Limits and Policy Form

by State for Five Specialties

State Premium Covorags limits® Policy form®
oH _ $3.837 $2.2/$2.6 0
MS? 3604 171 C
co 3,444 JET 0
MA%e 2,950 173 [§)
NM ? 2917 0.5/ 0
NC 2760 1M (o]
AR : 2334 m €
MT o 2,476 ‘ 05/15 c
IN , 2.328 0.5/ 0
sC 2203 '’ o
™ 2,156 17 [5)
OK - 2120 171 o)

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

b0 = occunence; C = claims-made.

°Lead|ng insurer has mu!tupl&ratmg teriitories. Preniiam shown is for territory wnth the largest number of
physicians of this specialty.

9 sading insurer offérs both occurence and claims-made policy forms.
#Premium shown is conditional upon final approval of state insura:ice department,

'None.
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Mmb;mﬂajnim o
General Surgery by State as of July 1,
1985

19,719 1/3

19,704

19192 0.5/1.5

H 19116 173

18,817 __1/3

18610 171
18210 1/3

- 18mn 73

18,107 1/3

7954 71

17,834 /1

17.747 3266

L

17264 7w

17.2éé 1/3

17,0 IRz

__ 16765

1.2/16

16,135 13 ,

olololololo Looo b‘o‘o Loooooo L)o'o

519 45

_ 15029 1/3

e

—__ 14802 7

14,667 . 1

14586 1.2/3.6

14,205 1/3 -
13,431 13 -

ololololo

2706

12,648 173

~_12012 i/

11,963 - 173

1L —]

10872 7y

c

C

C

102 171 — ¢
0

0

10,705 22128
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ERIC

Aruitoxt provided by Eic:

Insurance Premiums for Predominately

Purchased Coverage Limits and Policy Form
by State for Five Specialties

State Premium

Coverage limits®

LA $10,350

$1/$2

MT _ 9,808

05/1.5

MAS® 9577

)

NC 8,896

n

oK 8,772

5/5

uTe 8581

13

NM 8516

057

NE 8,097

1/

Txe 8036

171

N 7.760

B a5/

AR 6,063

Al

se 5.809

7

|

I

\

v

g
olololololololo blozmo 3

sCoverage limits are per occurrence/in aggregate: Figures are in millions.

b0 = occurrence; C = claims-made.

“Leeding insurer has multiple-ating territories. Premium shown is for territory with the largest number of

physicians of this speciaity.

9L eading insurer offers both occurrence and claims-made policy forrms.

*Premium shown is conditional upon finaf approval of state insurance departrment.

None.

-
o
e .

,
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Insurance Preminms for Predominately -
Purchased Coverage Limilts and Policy Form
by State for Five Speciaities

Table I1.3: Malpractice Insurance

Premiums Paid by Physicians in State - Premium Coverage limits*
Anesthesiology by State as of July 1, AZ $35,232 _ - $3/83
1985 DCd 28695 5/5
ILe 28280 173
H 28,092 13
Fte . 2r33¢e . 1/1
R 23521 173
CcTe - 23,236 1/3
AK 22,264 24
WA 20915 51
wve 2077 1/3
MO __ 0 20,138 S T
ND ' B0 1n
wy 18,343 m
o — 18,027 173
MS¢ 18,018 _ 55
MDs,9 17.970 173
™ 17,885 577
IA . 17,834 71
kKsS 17.747 _ 3266

I

'O L (@) O\O.bl alo

|
ololololo

=
\
3
S
olo Looo L

OR 17228 T3

GA 17,035 ' n —
CAe T 16,620 0518 T

ME 6496 T
OH _ 15885 297"
co 18212 T T
s 15,194 o an

ALS 15179 i
PAC 14586 I 0
ME T 14205 Ty T T C
NG 13817 T 0
DE? 13431 Tyl c
NV 13148 0515 ¢
LA 12,924 T 0
Nye.o 11928 173 (0]
NE 11228 i __€
OK . 10,953 5/5_ 0

IO‘OOO]O‘OLY
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State , _ Premium Coverage limits® Policy form®P
VA< 9915 $1/81 ,

MN . 9,866 1/3

vT 9,820 17Al
MAd e 9577 13
ure 8581 _ 173

TxE 8,036 7m
NM ] 7.932 05/
NC _ 7.924 KT

IN_ 7.760 _os/
MT 7.264 05/1.5 ;
sc _ &89 v _ ___
AR 5407 i

*Coverage limits are per occurrence/in aggragate. Figures are in millions.

B0 = occuirence; C = claims-made.

%_eading insurer has multiple-rating territories. Premium shown is for territory with the largest number of

physicians of this specialty.

O O‘OIOOOIOwOLD

(e1lolle}
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Table 11.4: mjpr:cuu lnmranco

Premiums Paid by Physiciansin

Obstetrics/Gynecology by State as of
July 1, 1885

State Premium Coverage limits® ___Policy form®
FL® 51,112 SIS c
bee 43,833 5/5 C
MDe,¢ . 42434 173 0
ILe 4<.184 173 0
B 3rpe2” A3 C
CA® 34816 05/15 c
cTe 32901 1/3 0
MO 32,480 11 o
Nyed 30,818 1/3 4
OR _ 27495 173 — 0
AZ - 2767 o T¢
ND 25,994 77

Wyd 25,897 13 0
KS 25761 _ 3.2/66 ___ ¢
AK _ _ 2533% 24 C
A 23,901 T C
wi 24,508 Vi o]
WA 24,464 1/3 __©
o 24,043 173 0
GA_ - 23,781 —_1n C
Rl _ 23521 173 _ 0
NV 2259 05/15 ) C
ME__ 22,530 13 C
SD 21,220 N C
Kyd 20,766 1.2/16 0
NH o 20,755 13 0
NG 20,304 1/3 0
PA 20196 1.2/36 0
M 19931 0.2/086 )
wy — 18,343 /I 0
VT 18250 1 C
co 18136 171 0
AL . 17652 i C
NC. 16,904 T C
N 16614 173 C
VA® 18270 171 c
DE¢ 16,117 3 C
OH 14,775 —22/26 0
MS¢ _ 14014 171 €
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Purchased Coverage Limits and Policy Form
by State for Five Specialties

State ) Premium Coverage limits* Policy form®

Ut ' $13,376 $1/$3
MA%e @ 12928 13

Txe 11,609 1N
MT . 11,540 05/15
IN 11,380 0.5/
LA 11,310 172
NE 71,289 1/
oK _ . . 10858 _ . _ _ _ _ 5/5
NM _ B 10627 05/
AR : 9,992 mn
sC 6922 i

alolololalololalolololo

'Coverage limits are pet occurrenoelm aggregato Flgures are in millions.

%0 = occurrence; C = claims-made:

“Leading insurer has multiple-rating territories: Pramium shown is for teritory with the largest number of
physicians of this speciaty. .

9 guding insurér ¢ th GCCUITENCe and claims-made policy forms.

*Premium shown is conditional Upon final approval of state insurance department.

'None.
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ﬁbﬁ iL.5: Malpractice Insurance
Premiums Paid by Physiclansin
Orthopadic Surgery by State as of July
1, 1985

34410 71 .

31988 i3
27676 173
27,608 1

wvd 25897
WA _ 25690 3
25217 12716 .

NJ 25,172

ololololclo LOOOL‘)OO

il

KS il
24,043
Rl 23821 13
NV . 22592 _

s
.
olololnlo

Loo olololo L

PA° B 12738 —

&

&

=
|

2

]

S
lololololalolololo
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Appendix®t .
Insurance Premiums for Predoninately
Purchased Coverage Limits and Policy Form

by State for Five Speciaities

State . Premium Coverage limits® ____ Policy form®
mse | $14.014 $1/$1 C
VA® ) 13.967 171 C
NE 13441 1.
uTe - . 13376 1/3
NC 11,812 B 171
MT 11,540 05/15
oK _ _ . 16,953 5/5
IN o 10,605 05/
TX¢ 10,121 171
sC 9,150 7 o o
AR 8028  _ oy
NM . 78% 05"

*Coverage limits are per occurrence/in aggregate. Figures are in millions.

Qiololaloioiolalo

60 = occurrence; C = claims-made.

“Leading insurer has multiple-rating territories. Premium shown is for territory with the largest number of
physicians of this specially.

9 eading in3urer offers both orcurrance and claims-made policy forms;

*Premium shown is conditional upon final approval of state isurance depanment.

g e
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Appen

States With Multipie-Rating Territories

Califomia
1. Northerm California
2. SanDiego. .

3. Southern California
Floidka =
1. Dade and Broward Counties
2. Rest of the state _
Michigan
1. Macomb; Oakiand; and Wayne Counties
2._Rest of the state

Maryland - N

1. Restof the state ol ) o
2. Montgomery, Prince Georges: Howard, and Anne Arundel Counties

3. Baltimore City and Counity L
wols -~

1. Cook, Dupage; Kane; Lake Madison; McHenry; St: Clair; and Vermilion Coiirities

2. Champaign, Jackson, Kankakee, Lasalle, Sangamon, and Will Colinties

3.. Rest of the state -~

New York

1. Longlsland_ __ _ _ . L

2. Bronx, Kings, Queens, Richmond, Rockland, and Sullivan Counties

3. Manhattan, Orange, UISter, and Wesichester Counties

4. Resiof the state

Prunaylvania e

1. Delaware, Montgoniery, and Philadelphia Counties

2. Rest of the state

3. AlleghenyCounty .
nties

Texas = . -
1. Rest of the state, Counties of Brazoria; Galveston

2. Harris; Jefferson; and Montgomery Counties

1. Arington, Fairfax, Fauquier, Loudoun, and Prince William Counties

2. Gloucester, Isle of Wight, James City, Surry; and York Counties

3. Restofthestate . _ - o
4. Charles City, Chesterfield, Dinwiddie, Goochland, Henrico, Hanover, New Kent;

Powhatan, and Prince George Counties S
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(lanns-* ims-Made Policy Premiums by Coverage

Limits for States With Multiple-Ratir.g
Territories* as of July 1, 1985

$0.5M/$1.5M $TM/STM $1M/$3M

internal medicine (no surgery;
Califomia:

1 ] L _ %3772
2 . 3416
3 4,800

; R )
Maryland: e
1 _ _ o 753,@!

3 | 9,030
Virginia: ] .
1 2940
3 : - 2723
3 2,179

General/tamily practice {minor surgery)
California: B

Maryilana: : ~ -
! 6.055
2 : 7314
3 . 7.991
New York:
i 15,553

HiMN
'

Page 71 : GAD/HRD86-112 Medical Malpractice Insurance Costs

70




Claims-Made Policy Preminms by Coverage
Limits for States With Multiple-Rating
Territories as of July 1, 1585

— SO.SM/S1EM SIM/STM  $TM/SIM

Generni/family p mcﬂcL(EMLwrgarv)

V-ginia: -
1 : %5687
2 5270

.3 4,214

_4 _._3581

General surgery , o

California: o

1 $18,240 — _
2 21,336 B}
3 . ' - 23172

Florida:
1 _46087
2 _ 30,736 _

Maryland:

1 _$15481
2 18,892
3 20,729

1 34819

2 , 30,437

3 _ 26,942
4 T 15754
Virginia -

1 B - 15,750

2 . 14,589

3 , 11,667 -

4 9,915
Anesthesiology
California: 7 _

1 ] 11,722

2 — 153

3 16,620
Florida -

1 ' - 40.9%

2 . 27.339
Maryland: !

1 - 15,481

2 . 18,892
-3 20,729
Page 72 GAO/HRD-86-113 Medical Malpractice [nsurance Costs
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Appendixtv. .~
Claims-Made Policy Promiums by Coverage

Limits for States With Multiple-Rating
Territories as of July 1, 1985

$0.5M/$1.5M

$1M/S1M

$1M/$3M

Anesthesiology

New York:

1 _

2 20,050
3 17,748
3 o _ 10,378
1 $15,750

2 14,589

3 I 11,667

4 9,915

ﬁiiéﬁomln: L _ —
S I $27.400

z . 32,048

3 34.816 .

ivi_;ﬁiiiia:

1 _

36,393

2

44 580

New York: o

1

59,262

2

51,805

3

25,855

7

26,813

Virginia:

' - 21963
2 = 20347
e —— 16,270

P

13,828

Orthopedic surgery

California: - -

21456

25,100

27,272

61,363

40,925

Page?8 GAO/HRINS6-112 Medical Malpractice Insurance Costs
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Appedixrv.. ...~~~
Claims-Made Folicy Premiums by Coverage

Limits for States With Muaitple-Rating
Territories as of Jaly 1, 1985

- $0.5M/$1.5M  SIW/SIM  $IM/$3M

Orthopedic surgery -

Maryland: — — —
1 - $21,457
2 , 26,232
3 ] — 28.803

New York: B

1 61522
3 — o1,522
3 47,604
4 . 27,835

Virginia: N R
1 - sj a,ass
2 . : 17.468

3 — 13,967
K ] 11,871
Neirosurgery ]

2 64,696

1 21,457
2 j 26,232

1

2

3 o . 56,150
4 32,832

1 . - . _ .32835

2 - 30418
3 24,324 S
3 , ____ 20673

See appendi " for a list of territories:

Note: Coverage limits are in millions of dollars.
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Appendlx \

Occurrence Policy Premlums by Coverage

Limits for States With Multipl=Rating
Territories® as of July 1, 1985

$0.2M/SO.6M  S1IM/STM  S1M/S3M $1.2M/$3.6M

Internal medicine (no surgery) _ .
llinois: o
1 $7.420
2 _ _ 6032
3 - 4,640
Maryland:
1 3494
2 : R 4:179
-3 T 4547
Michigan:
1 $8,445
T2 5574 .
New York: o
1 13,413
2 L 11,726
3 10,380
_4 6,069
Penr avlvanla
1 , %4819
2 B 2,244
3 2479
4 _ 3657
1 1437
2 2,352
General/family practice (minor surgery)
illinois: N -
1 : 11592
2 9,368 ,
3 T8 T
Maryland:
1 5,743
2 o 6:942
3 7,587
Michigan:
1 $7.224 o
? 47719 __
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Occurrence Policy Preminims by Coverage
Limits for States With Multiple Rating

Territories as of July 1; 1983

___ $0.9M/%0.6M STM/SIM $1M/$3M $1.2M/$3.6M

Generzl/tamily practice (minor surgery) o
New York: -

1 - $17.876

2 ] o 15,628
_3 _ 13,833
4 . 8pss
Pennsyivania: -

1 %2156
2 3,528
Generalsurgery ’
— — -
287280
- 22,716
3 I 17.156
Maryland: .
1 o 14,720
2 B 17,970
3 _ 19,719 ) .
Michigan: '
1 __ $19704
2 - 13,003
New York: . _
1 40021
2 - 34,986
3 30,969 -
4 - __1107

N -
|

Pinnsylvanii: : S

8,036
2 ) 1315
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Appendix V.. . _ . s
Occurrence Policy Preminums by Coverage
Limits for States With Multiple-Rating

Territories as of July 1; 1985

iﬂ",éii B ﬂi ’,Gii S j ii li j ii sj M [saln i] 2‘! l$3ﬁlﬂ

Anesthesiology

lilinois:
1 $22,280
I —— 5 T Y _
3 17,156

1 ] 14,720
2 17,970

1 $24.994
2 16.496
New York: :
-1 . _ . _ . _ . . .2%3®3_ __ ___
2 ! 23,047
3 20,401
4 11,928
Pannsylvania:
1 $30,024
2 14,586
3 ] 16,111
i ] B L 23710

1 8,036

2 13:151
Obstetrics/gynecology
lilinols:
1 , ’ 42,184
2 T _ 33.840
_3 ‘ 25,49
Maryiand:

1 34.637

2 42434

3 46,632
Michigan:
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Occurrence Policy Premiums by Coverags
Limits for States With Multiple-Rating

Territories as of July 1; 1985

$0.2M/S0.6M SIM/STM

STM/3IM_$1.2M/$3.6M

Obstetrics/gynecology

Pennsylivania:

= $41,670

__ 20196

21,068

— 13,551

. 18995

Orthopedic surgery _ —

illinoia: _

Masyland: - B

! 20410

2 24,959
I 27,409 ,
Michigan: - _

1

2 . 61,817

3 - 571
-4 31893
Pesnnsyivania: -

1 - i ——=
2 — 1eom

3 — 18,589

4 — T 3i0m
Toxan: — -

1 76,121

16,560

GAO/HRD-86-112 Medical Malpre«ice Insurance Costs



AppendixV_
Occurrenice Policy Premivras by Coverage

Limits for States With Multiple-Rating

Territories as of July 1, 1985

" $0:2M/S0.6M___ $1M/SIM _ $1M/S3IM_$1.2M/$3.6M
Neursrurgery
Maryls..c
1 $20,410
2 24959
3 27,409
Michigan: S
.. _ . _ _ _ . _ ___ . __ _$5235 _ __
2 34410
New York:
1 83,407
2 72814
3 64,542
“4 7736
Pennsyivanis: : B
1 $41,570
2 L _ 20,196
B i - S —— 3 K
4 13,551
Texas:
1 11,609
2 18,995

'ﬁ appendix il for a list of territories.
Note Coverage limits are in millions of dollars.
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Appendix VI

Survey of Hospltals Regardmg Hcspltal

ngf

Professional Li

(SPACE FOR LABEL)

" the 3ddress on the Iabei is incorrect plesse make
mall 8 summery of the tindings to participsting hospitais.
+ 11718 and teiephone nusber
. Vour response.

Please p
ln!oruflon IS roquir€d aoou.

U.S+ GENERAL ACCOUNTING OFF ICE

SURVEY OF HOSPiTALS REGARD ING

HOSPITAL PROFESSIONAL LIABILITY (MALPRACTICE) PROTECTION

1D (16
CARDI ()

corrections on the right. This address wiii be used to

of the "ndividual we should contact It acdltionai

Telephone number: (

This questionnaire asks & series of guostlons asout
poiicy years ending in 1983; 1984 sng 198%: it concerfis
professional 11abliity Insurance. For purposes of this
detined by the American Hospitai Association; which is ™

splnl by a state to provide dlsgnostic

and nonsurgic

registered es o ho
medical conditlions; including both surglcal

Tho intormation ﬂu? you provld- wiil bo s\-urlna

thosplnls participating !n the survey will be used to

GAO report Is Issued. individual re
on, (2) bed complement range;
wes aftiilated with 2 medical school.
and my Ilnk, other thar *hat indicated sbove,

confidential.

between th

your hospltnl'; protessional llublll?y prof«:flc\-\ 'or

the sources, levels of coverege and coats G-
_SUrvey, we consider "hospital® to meen the s
the orgenization or corporate entity ilcensed or
c and therepeutic patient services for a8 variety of
cal.”

ond reported to the Congress. The Individual responses
t This file witl be evailable upon

lponus ln the dcﬂ 'lli wiil be ldentitied oniy u to

(3) patient Cens.s renge, and (4) whether or not the

The names , of {ndividual nospitais p.‘flt:lpl“ﬂi in the survey

he Individual hospitals and their responses wiii be kept
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Appendix VI

Survey of Hospitals ; Hosplial

Professional Lisbility (Malpractice) Protection

W LTAL_ BACKGROUND

j.

Indlcﬂg the boglnnlng and .ndlng dates for the

hospital’s policy years which end In 1983, 1964

und 1985. A pollcy y;; is the 365 ; 366 days
or paymesnt dates.
It your hospital's policy yoor s less than or

greater than this pleass explain,

BEGINNING DATE = = - -

ENDING DATE - - - - -

jement ot the hospital (excluding
bassinets and incubators) on the first dey of each

policy year?

W.o1 was the bed

How many

s (exciuding nevborn and bossinet
deys) did the hospital have for each policy yur‘l
It your 1985 policy yesr _has not concluded; please

aitimare Inpstidnt days for that yeer,

How many outpstient visits (excluding emergency room
visits) d1d the hospital have for each policy yesr?
it your 1985 poiicy yeer has fiot concluded, plaase

estimate cutpatioent visi?s fa that yesr,

for each policy yearl I! _your 1985 poilcy year has not
conciuded, please nflufo omergency room visits for
thet yeer.

Was the hospitei affiilsted with a medicel school on

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

(l) ﬁi; fri'réaéﬁ 8h inters iﬂéfér riiitiin(:y progrem - -

(2) Yes, through another progrem (EXPLAIN) — . —

BING = = = = = = = = = « = = = = 2 ==

PoIICy Yeor

1983

1984

1985

Mo, /Day/Yr.

Mo. Day/Yr.

Moe

Day7Yre

/

/8%

(8-43)

(44-35)

(56-73)

1

*2 (8-2%)

(26-43)

(44-52)

Page 81 A
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Appenaxvi
g!!!!!"ﬂlllﬂllﬂtlﬂllleliiitﬁil “sospital

Professional Liability (Malpractice) Protection

PRIMARY PROTECT |ON

THE FOLLOWING QUESTIONS RELATE TO THE SOURCES, LEVELS, AWD

{MALPRACTICE) PROTECTION WHICH WAS N FORCE ON THE FIRS

N FORCE ON THE FIRST
APPLICABLE, INSERT "N/A® iN THE APPROPRIATE BOX(ES).

8. On the ii'rif 08y Ot edch of the hospitai's policy yesrs;

Hrough what scurce(s) wes primery (tirst level) pro
sional 11ani1ity_(majpract
(CHECK ALL THAT APPLY.)

(1) Selt-lnsurance trust fund (single hospitals - -
(2) Self-Insurance trust tand (group of hospitais)

3) CommrElai insurance
(4) Hospitai-formed Insacing Company or trust
(captive insurer)

und,

(5} State fung (such os catastrophic loas f B
patient compepsation tund, étcs) =~ -

65 Gid not insure iwent bare)

COSTS OF PRIMARY (FIRST LEVEL) PROFESS|ONAL L IABILIT¥

DAY OF EACH POLICY YEAR: IF ANY QUESTIONS ARE NOT

Policy Year

1983 1984 1985

fos-

(33-70)




Appendix VI
Survey of Hospitals Regarding Hospital
Professional Liabflity (Malpractice) Protection

Policy Yeer

1983 I 1984 1985

9. lv tho howlu! provldod its pﬁaerprovnslonol lia~

brlllfy, mt!on,mrouw,g self~insurance trust fund,
shiow the amdunt of +he salf-Insured retentlon [n force

on the tirst day of sach policy yeor.

(1) Por ocCurrnce IIAItE = ~ =~ = = = = = ~ = = |3 s s
o ed
{2) Aggregate iimits - - - = = = = - = = = = - |§ $ s

3 (8-37)

ié. It the hospltal provided lfs E'L ry protessional

1111ty protection through a self-insurance trusttfund,

show _the ho;plf.l's contribution to its self-insurance
trust fund for each policy year.

e (58-59)
--Scpulvjm professional from general lieblilty, it
possIbIg.

11: D1d this contr 16utlon [ne|uds coverage of comprehen
sive general Tisbliity? (CHECK ONE FOR EACH 'YEAR’.’

(1 58 = = = = = = = = & = o = @ « = « = [ ] t t )

2

&
'
'

I
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AppendixVt

Survey of Hopitals Begarding Hospltse .
Professionsi Liabkicy (Mripructise) Protection

12. l! fho hosplfa' eurch Elnrl prohsslonal

11abl1 1ty pi-ctection what maximom dollar iimits did

tne hospitel have on the first day of eech po:lcy year.

(1) Per occurrence limits - - - - - - - - - - . $
R ’\d - R
(2) avgregate 1lMIts - - - - - - - - - - - 2 2 s s . 3

*4(8-37)

13. 11_the hospitel purchased prinary professionst

llnlllfy protection; was there a deduct'-!» or iuT#i

share applicable for tirst dc'lar iosses for the coverens
in force on the tirst dey o’ esch pu.i- y yur'l

(CHECK ONE FOR EACH YEA?.)

MYes - - - - - T T r 1

I I B o o

4e 1t yos, show pnounf o' doducﬂblo or quo?n share vor

the_coverzge In force on the fIrst dsy ot esch policy
yoor, as applicable.

(1) Por occurrencs = = = - - - oo =zl :
wd . )
(2) Aggregate - - - - - - - - - - o . o _ _

(41-64)

&
g\
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Q 53
ERIC

Aruitoxt provided by Eic:



Appendix VI _ _ _ . _ _ _
Survey of Hospitals Regarding Hospt* 1

Frofessional Liability (Malpractice) i’rotection

Policy Year

1963 1984 1985

15, 1. the hospltal purchased primery professional Ila- :
biiity protection, what was the hospitai's fotal cost | R
(premiums} for each poticy year? t $ %

x
1

o — - -

Separste professional from genecal 1labliity, if *s (8-28)
possible.

“lnélﬁﬁ any i’i‘rfraipoch 7ﬂv5 proa "ifu idr,jrﬁifhnr " *i-

=11 you had more then one poliicy during 8 policy yeer,

be sure to prorate the premius on the basls of one
policy year.

16: D1d this cost (preslums) for priaery Frotecticn inciude

coverage for comprehensive general liebliity?

(CHECK ONE FOR EACH YEAR.)

() Yes = = = = 2 22 22000 B T T

i2) No = . e e s s s e t 1 t o1 L

17 ok & retrGapect Ve premlic  istant 5een IAcIided
in tals cost for primery p-itection? (CHECK ONE FOR
EACH YEAR.)

o R ¢ - - - -
(1) Yes, adjustment included - = = = = - = = - -l t t 1 t
(2) KaJistwentc possi6Ie; But not lnciudsd - - - - -

(3) Adjustments not possible with our coverage - - - -~

(32-34)
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, ! g Hospital
Proicssional Liability (Malpractice) Protect

THE FOLLOWING QUEST IONS RELATE TG THE SOURGE VABILITY ,
PROTECTION' ABOVE PRIMARY. {SUCH AS EXCESS AND/OR UMBRELLA COVERAGE) WHIGH WAS IN FORCE ON THE FIRST DAY OF FAQH

POLICY YEAR. IF ANY QUESTIONS ARE NOT APFLICABLE, INSERT "N/A® IN THE APPROPRIATE BOX(ES).

» LEVELS, AND COSTS OF WESSIM EIEILITY (Wl&)

Policy Yesr

1963 1964 1985

18: O the tirst doy o/ each of the hospital’s Dollcy

vears, through what srurcels) wes profezsional
[

11ty (malrectice) protection at
(such as xcess and/or umbrells coverege) cbtalned?
(CHECK ALL THAT A°PLY )

(1) Commercial lisorssce - - - - = = = = = - . oI [ T

@) lﬁwlfli-w | insuring company or T ust - - - - [ U1 [

(captive insurer)

3 snfo vuna (such as ccfufrophlc loss vund* i
Patient comper: tion fund, &°.0) -~ - - - - _ . ") T i

(4) Did rot Insure (went Bars) - - - = = - . Z _ i [ t 1 ,

1. Wnat maximum ool lar 118115 ot professionsl iisiiity

protection above _Primary did the hospita! have on the
tirst dey of each policy year?

iiii’;occwﬁailim-;I--------s s s
g o —
12) Aggregate iimits - - - - - . . . _ - I 7 : s

LJ.

(47-75)
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Survey of llinpltili Eil:'tdiﬁ Hocﬁtil .
Professional Liability (Malpractice) Protection

Policy eor

1983 1984 1905

20. Whst was fho hospital’s total cost (premiums) for

profescionsl 1labllity protection above primery
tor @8Ch poiicy year?

—Squnt. pfoinslonll trom gonoral Ilublll?y, it 3 s $
possible. L

%6 (8-28)
~=include ény refrospective premium adjustments.

—-I! you noi wore fh.n oné policy durlnﬁ ] pollq
yur, >e }uro to prorm the premium on the basis

of one pollicy year.

21. Did this cost (premiuss) for sbove primery protection
Include coversge for comprehensive genural llabltity?
(CHECK ONE FOR EACH YEAR.)

(1) Yo$ = = = = = - @ = = =« =2 o = = = = = . . 1 1

@M = = - = - - - - = mm - - e - i (1 L

(29-31)

22, Hax_a retrospuctive premium sdjusteeni bee scluded

In_thls cost ‘or mdove primery protection? (( €CK ONE
FOR EACH YEWR.)

(1) Yo&; aajustient (nzluded - = = = = = = - = - 3 T 1 11
(2) Adjustments possibie, but not Included - - - - - (I (I (I

{3) Adjustments iot poRsiBie ulth our Cowecags - - - - U ' t 1

32-34)
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Appendix VI = _
Survey of Hospitals R’eiﬁding lfoiiiliil .
Professional Liability (Malpractice) Protection

Policy Yesr

1983 1984 1988

2!. What policy form of professionel llwlllfy protection

did the hospital have tor each poiicy year? (This

shoiild be the same for both primary and bove primary.)
(OHECK ONE FOR EACH YEAR.)

(1) Oeeurrence - = = - - - - - = = = - = - 2 i) .

@i Clalmsmade = = = = = = = - = - . . . . to « o t i

i33-37)

24, For each pc:icy yesr, what was the totel cost 15 the

hospitsl for uninsured (paid out of operatior.si

professinnal !liﬁ'll?y losses (such os smounts paid

out (1) ia relation to a deductible or quota shere - -
and/or (2) icsses sbove the coverage |laits of pur- 3 s s
chased insura c- actoarial ly-deteralnad -ontribu-

tions t0 @ seir-insurance fund)? (38-61)

25. i1 you_ 1. that questions B - 24 ala not &l low You to adaquatiel - 1 '='r “ne type of professional fisblilty

protection your hospital has, piesse do your best to enswer inv arTiyg YOU can and then use the space

below to describe the type of protection you have. 62)
9 _
e et ——— e e e e e _J
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Appendix VI

Survey of Hospitals Regardiig Hospl

Professional Liability (Malpractice) Protection

26. Listed below are

o _nusber of reasons insurance premiums and/or contribut ons to insurence funds may change

froM One yéar to tha next. For eoch of the two time periods, policy year 1983 to pollicy year 1984 and
policy yeer 1984 to policy year 1985 (on the next page), indicate the extent to which you fea! each reason

contributed to premius or fund contribution chenges for your_hospitsi for primary end sbove primery ;

professional il;illﬁ coverage comblned.

(CHECK ONE BIX FOR EACH REASON.)
Very |_ . fLit1e{Does
great |Great iMojerate| Somo |or no {not
e oxtentoxtent| ertent [extentextent|anpiy
Pollic; Year 1983 to olicy Year 1984 a) ) (33} {4) (%) 6)
1. Chenge in annual limits for your hospitail's coverage {63)
2. Chenge In the amount of retention In tiue seif-
ingurence trust fund (64)
3. Lnange in the amount of deductible 6%5)
4. A chacge In policy form of profection purchased by
your hospitai ) (66)
5. incresssd contributions requir=d vy a stars fund .
{such as catastrophic loss fund, patient compensa~ 6N
tion fund, etc.)
= sy = P— - ~ — P - - '-J [
6. Docreasad contributions recuired by a state fund (68)
p— D — e —
.30 |a the .umber of claims f)led against P
' nospital 69
8. Docri oo{,lniﬂfo nusber of claims filed sgainst
your hospital J 170)
9. tncrassé |n the swount pald for clalms c1osed
against your hospital ()
10. Dacrasse In the amount pa’'d for claims closed
ageinst your hospitel o ,,,,,J o
11. Increase In the availabiiity o' the desired I+vels
of COverage 1o bayers (13
o = =
rease in the avaliability of the desired ievels -
of coverage to buyers (14)
i3. Change in brokers %)
14, Other (SPECIFY)
(76)
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Appendix VI —

Survey of Hospitals R’eii!dlng ﬁ@p@ o
Froteséional Liability (Malpractice) Protection

26. (Continued)

(CHECK ONE BOX FOR EACH REASON. )
Virfy 77777 R Littie Doos
great [Great |Moderats| Sows |or #o not
- - o oxtontfextent| @xtent |extent|extent|appiy
Policy Year 1984 to Policy Year 1985 ) 2) 3 ) 5) (6)
[T s —
1o Chavge in annuel limits tor your hospitai's coverage *7(8)
2. Chngs I 3 ancunt of ratention in The sel{~
insorance trust fund 9
010
4. A change in pclicy form of protection purchased by
your hospitet ) a1
p = - [ — —— = ol
3+ Incraased contributions reauired by a stats tana
(such_es cetastrophic ioss iund; patient cipenss~ o
tion fund, etc.) : (12)
6. Decraased cuntributions raquired by a stote fund - a3y

7. incresse In the number of claims 1 ied ageins’
your hospltai

ne

8. Decresse in the number of clains tiiad agalnst

}our hospitat

as)

Increese in tha amount pald for claims closed

9

ogainst your hospital

06)

10. Decrease In the snunt paid for ciaims closed
against your hospital

ur-

the desired ievels

1ss

of coverege tc . ‘yers

12. Cacresse In the avalisbility of the desired ‘avels

19)

13, Change in brokers

(20)

14. Other (SPECIFY)

@
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1" Bospliie Rogas-ding Hospital

A4y ¢TAslpsactice) Protection

ty 5f 11361111y Insorance pose a problem for your hospltal In cbtaining the desired
1 dala (wll)) the
copacity of the Insurance mari=t have any adverse impact upon your hospitai's &bility to obtain desired
coversge)? (CHECK ONE.) : 22)

27: O1d (ali1) +he svel labl:
coverage of professional i:ebitity for your hospita: s policy year ending In 1986 (!.e.,

() U 1 Yes (PLEASE EXPLAIN.) — -

@ 1 1 %

DId (wili) the 2ffordablilty of 1lability Insurance poxe 8 probies for your hospital in cbtaining the
desired coverage of professiona! 1:8b111ty for your hosnital's policy year ending in 1986. (CHEOK ONE.)
2

8

{1y [ 1 Yes (PLEASE EXPLAIN.) —

2 1 %

any commants on any questions In the questionnalre or on professions! 11sbl11ty Insurence ir

5. if you have any comments
general;, please write them . W’
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Appendix VTI , L

Number of Hos Hospitals in the Umverse GAC
gample and Survey Response

Total B 5783 Am_ime
By hospital size (no. of beds): o _

61024 o 223 47 22
25 t0 49 - 986 182 1
50t099 1414 319 195
100 t5 199 1382 a27 287
200 to 299 - 726 253 i89
300to399. 438 167 _ 138
40C i0 499 274 147 114
500 or more o 339 240 192
By census region: _ - ———
1.New England  _ A1 136 110
2 Middie Atlantic 608 264 197
3. Soiith Attantic - 820 306 ___214
4.EastNorthCentral 30 222 21
5. East South Central 488 103 54
6. West North Central - 796 177 126
7.WestSouth Central 845 168 110
8 Mountain ) 37 153 109
9. Pacific B ___704 183 07
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AppendixVIH _

Estimated Hospital Data and Related Sampling

Errors for Policy Years 1983, 1984, and 1985

Table VIL.1: Hospital Malpractics Insurance Costs and Retatsd Sampling Ertors by Ty . . spenditure

Dollars in millions __
1983 1884 1985
o ampling . Sampling o Sampling
Total costs i $47.7 $959.8 $54.3 $1,238.0 $137.3
Contributions to self-insurance trust funds 321 289.3 370 350.6 390
Premiums for purchased insurance 30.5 628.2 34.5 8668 470
Uninsured losses 115 422 128 118.6° 122.6
'éaﬁﬁmg errors are stated at the 95-percent confidence ‘evel.
bE stimate subject to a large sampling error and should be used with caution.
Note: Detml may not add to total due to independent estimation.
Table VI11.2: Distribution ot lﬁiii-l - |
tice insurance Costsand Figures in percents o
Related Sampiing Errors for Hospitals = 1983 18385 — -
77777777777 o Sampling Sampling
Annual cost Hospitals o# Hospitals o#
Less than $10,000 142 24 9:2 2.2
$10,000 0 $24,999 193 26 16.4 27
$25,000 to $49,999 169 23 16.9 25
$50,000 to $99,999 153 20 13.8 19
$100,000 to $249,999 19.0 1.7 212 20
$250,000 to $499,999 84 11 11 14
$500,000 to $999,999 i 47 7 6.7 9
$1_million or more ____ 21 4 46 _ 6
'&fmdmg efrrors are stated at the 95-peroent ognﬁdénce level.
Note: The universe of hospitals was 5,513 in 1983 and 5,656 in 1985,
Page 83 ' GAO/HED86:112 Medical Malpractice Insurance Costs
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Sﬁllillﬁﬁ'lmforl’dlfcyi'ﬂnlm 1964,
and

Table VIIL.3: Distribution of Maipractice insurance Costs Per Inpatient Day MEWI

- Figures in percents - o -
7083 E—— 1985
inwurance costs per day _ Hasphaia s""c‘l'r.'f'# —— ]  hosphan TG
$1 , - Aa 258 29 138 25
20 259 7,jL _ 255 28 19.3 _ 26
3 __ 148 22 4.7 24 1585 25
] _ ~ 76 13 99 15 1.9 22
5 - 53 2 6 14 88 18
6 29 9 48 11 55 1.3
7 ' . 28 1.2 32 13 45 13
8 . 1.1 : 6 2 08 39 1.1
9to10 22 8 29 10 48 o 11
11 t0 20 _ 23 8 34 10 g3 15
- Over 20 10 8 15 6 27 B

'Sﬁmphng erfors are stated at the 95-percent conidence level.

Note: The universe of hospitals was 5.274 in 1983; 5,434 in 1984: and 5,550 i *Gg5,
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Appendix VI

Estimated Hospital Data and Related
Sampling Exrrors for Policy Yenrs 1983, 1984,
and 1985

Table Viil.4: Average Malpractice Insurance Costs Per Inpatient Day and Related Sampling Errors by Size of Hospital and
Region :
1983 1984 _ ] 1985
. ~ Cost Sampling ) Cost Squ!!qg ~ Cost Sam‘pr!rlgg
Group per day error* per day ervor* per day )
All hospitals $3.02 $0.20 $3.81 $0.27 $5.60 $0.41
By hospital size (no. of beds): o o B ] -
Fewer than 50 2.72 o 329 68 460 72
5009 2712 G 347 52 &1 _ 62
10010199 . 286 __ _ o~ 3:88. 62 574 _ _ 78
" 200 to 299 o 3.16 ) 356 a2 515 56
300 to 399 365 15 4.78 117 8.27 356
400 1o 489 379 T ia 503 132 731 176
500 or more j 4.30 2 5.17 55 6.94 68
ancTorr _ _ _ _ _
1 Naw England 248 3 229 33 431 _ 55
2. Middle Atlantic 318 26 3.69 54 510 74
. South Atiantic 275 35 3.78 79 516 63
4. East North Central 3.30 T ar 430 65 7.38 1.96
5 Tast South Cen. 215 787 249 €3 . __3B6 87
161 15 2.19 27 360 51
153 21 227 55 3.30 61
328 a7 429 72 6.78 140
6.71 1.34 786 1.49 10.16 137

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

Note: Trie universe of hospitals was 5487 in 1983; 5556 in 1984; and 5,626 in 1985,

Table VLS * .. “.ibution of Changes in

Maipractice ivsurance Costs Per B
inpatiert Day From 1933 to 1985 and
Related Sampling Errors

Figures inpercents .~ e - e —
Changes Hospitals Simipr!rlg
increases of less than 10% or decreases 16.1 24
Ir-creases of 10% to 49% ' 247 27
Inc.eases of 50% to 99% 211 28
increases of 100% to 199% ) 24.1 27
Increases of 200%t0299% .. . _ 80. 20
Increases of :300% or rmore 67 1.7
— N, Ay ——]
4Sampling errors are stated at the $5-percent confidence levei.

Note: The universe of hospitals was 5.472.
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Appendix VI
Estir:ateC Hospital Data and Related

Bgmpnnx&mnfor?oncyt'em 1983, 1984,

Tabie Viil.&; Distribution of Changes in Maipractice Insurance Costs Per Inpatient Day From 1883 10 1985 and Related Sampling
Errors by Region - N L
Changes in percents R ‘ -

L cume =

|ncmm of e rathan .. - . Increases __ —
_ ,___10%ordw**~ A .é_tﬂ_'_i‘nom_tﬂ__to_m_ﬂ : 10".%_9[@
Group , holg?tatl: _Hospitals 5‘3 Hospitals “mw H: Jspitals s.mﬁlr' 777777 ™ s."g:g
Allhospitals 5472 15.1 24 247 27 21.1 28 388 32

By reglon: [ o B
1. New England _ 243 193 6.0 277 6.4 210 62 321 6.3
2.Migdle Atiantic _ _ _ _ 566 250 5.6 368 /A0 171 14 21, 5.0
3 Soutt Atlantic 780 194 54 218 _ 57 2 52 74~ 66
4. East North Central 861 113 36 252 0 244 65 383 68
5.EastSouthCentral 441 212 133 145 96 66 43 57.7 138
6. West North Central 792 78 47 @ 183 = 68 26.2 86 47.7 94
7 West South Central 750 166 103 224 110 22 108 385 178
8. Mountain 34 g7 47 28.7 75 21267 414 80
9.Pacific 885 112 6.1 309 87 26 80 34.7 91

#Sampling errors are stated at the 9$percent confidence level.

Note: Detail may not add to total due to independeiii gstiriatior.
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Sampling Errors forPolicy Years 1983, 1984,
and 1985

Tibﬁ Vlll.7- Dbtrlbulfon o! Changos in Malpnctlco Insurance cmw er inpationt Day From 1%3 to 1985 &nd Related Sampling
Errors by Size of rospital o -

Changes in percents o
_ _ ___Changes —
- Increases of less S
than 50% or - 0 —— — — ——|NCIeases
docrnuu 50 to 99 Jg_g_;ng_gtg 100 to 199 percent 200 to 299791_)7 Egrj[ 300 percaiit or more
L No.of . ______ Sampling ;3 N Samp ang nlg . Sampli
Group = hospitals Hospitals_ omsg Hospmls Hospitals Huipl'nli Cms' Huibitila oo
Al
hospitais 5,472 20.0 3.1 21.1 26 24.1 2.7 8.0 2.0 6.7 1.7
By hospital size (no. of beds):
Fewer than - B o o o o
50 1,127 3.5 97 221 85 205 727 152 78 87 _ 39
501099 1,368 330 6.8 214 54 308 87 54 30 - 94 48
100 to 199 1,304 409 = 54 19@ 43 252 39 8.7 33 59 27
200 to 209 707 547 686 15.2 50 204 52 53 29 44 26
300 to 399 412 463 71 246 64 17.7 51 4+ 26 68 35
401499 285 377 73 300 - 70 209 6.4 458 28 6.9 36
500 & more 299 398 48 25.7 44 231 42 48 22 6.0 22

'S’amplmg errors are stated at the 95-percent con!udence bvel

N3te: Detail may riot add to total due to independent astimation:

Teble VIII.8: Average Annual -
Malpractice Insurance Cost Per Bed L Average annual cost per bed
and Related Sampling Errors . o ___No.of . Sampling
Yoar . _ _ __hospltals ___ _ _ _ Amount
1983 ] _ 4,966 $999.66_ $62.23
1984 5138 123124 ) 83.40
1985 . 5,221 1.783.91 127.4)

*Sampling errors are stated at the 95-percent confidence level.
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AppendixvViy
Estimated Hospital Data and Related .
Sampling Errors for Policy Years 1983, 1984,
and 1988

g;b;tj!lljjplo‘utbutron of Decroasss

in Inpatient Duys From 1983 to 1985 Figures in percents , . ,

and Related Sampling Errors o ”,,,,, Sampling
Decreases Hospitals ___ eror*
1to 19% : 4186 26
20 to 39% _ 339 3.1
40% or more . : , 9.2 21

‘Samplmg errors are stateu at the 95-percent confidence level.
Note: 1. The universe of hospitals was 5.695.

Note: 2. The balarice of about 16 perceni of the hospltals had either no change or an increase in inpa-
tient days.

Iablu)lm.w' Inpatient Diyl and Rolated Samﬂlng Errors by Size of Hmltaljnﬁngtoni

Figures in millions o _
1983 1984 - ] 1985

Group , — No. of days Satl;::ti"ng No. of days smg!r'i%'r’; __No. of days _ errort
All hospitals 267.1 a1 2511 40 232.1 4.0
By hospital size (no. of beds): ] S
Fewer than 50 - 75 a 7.0 9 59 8
501099 223 12 204 12 183 12
100 to 199 ' 48.1 18 439 17 40.3 1.8
200 to 299 _ 477 14 45 14 40.7 1.4
30010399 40.9 13 388 14 36.1 14
40010499 327 1.0 309 1.0 28.8 EK
500 or more 67.8 25 65.5 24 6.9 24
Byregion: — - i
1. New England _ 14.1 5 134 5 12.7 4
2. Middle Atlantic 5.7 16 49.6 1.7 47.0 1.8
3. South Atlantic _ . 436 14 40.7 13 379 13
4.EastNorthCentral 51.0 16 472 15 424 15
5. East South Central 19.7 19 1886 18 16.8 18
6. West North Central 234 12 209 1.1 188 1.0
7. West South Central _ 27.6 12 26.1 13 235 1.3
8.Mountain 101 6 04 6 86 G
9. Pacific =~ i 269 15 25.2 1.5 243 15

‘Sampmg ©rTors are stated at the 95percent confidence level.

Note: 1. Detail may not add to total due 1o mdependent estimation.

Note: 2. The universe of hosputals was 5, 696 in 1983 5 747 in 1984; and 5,753 in 1985.




&umunmﬂmmmmm .
Sampling Errors for Policy Years 1983, 1984,
and 1985

Table VIil11: Distribution of Changes in [

Combined Per-Occurrence Limits From  Figures in percents

1983 to 1985 and Related Sampling . Sampii

Errors Change Hospitals cm;g
Increased limits 343 28
Dacreased limits 82 18
No change 574 . 31

sSampling errors are staied at the 95-percent confidence levei.
Note: The universe of hospitals was 5,597.

Table Viii.12: Distribution of £+l{-Insurance Trust Fund Only Source and Related Sampling Errors by Slzo of Hospital and Region

Celf-insured and samnlnnu error in percents

1983 - 195

o Hospitals Sampling Hospitals ﬁmﬂ%
Group . Total Self-Insured e Total Self-Insured

All hospitals . 5,697 56 . . . 14 _ _573% _ _ 57. _ . _ 15
By hospital size {no. of bods)

Fewer than 50 116 36 _ 28 1197 7.3 45
501099 . 1,405 67 39 1,405 67 - 39
100 to 199 1,361 6.5 25 1,372 50 23
200t0299 : 716 38 27 716 32 25
300 t0 399 438 48 33 438 41 31
400 to 499 269 7.8 40 265 48 30
500 or mgre 337 8.0 27 337 64 24
Byregion: L : ]

1. New England 251 0.0 0.0 251 0.0 0.0
2. Middle Atlantic 600 16 13 600 9 11
3. South Atlantic 814 89 42 814 89 42
4. East North Central 895 - 93 54 898 40 24
5. East South Central 482 12.7 93 480 234 13:2
6. West North Central 783 36 36 783 36 ° 36
7. West South Central 808 3.2 24 . 845 3.1 23
8: Mountain 361 55 40 361 55 40
9. Pacific 704 30 29 700 36 3t

*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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AppendixVIT = o
Estimated Hospital Data and Related
Sampling Exrors for Policy Years 1963; 1984,
and 1985 '

Table VIiL.13: Distributicn of Purchased Insurance Only Source and Relaied Sampling Errors by Size of Hospital and Region
Purchased and sampling error ic percents.
: ~ 1883 1985

Group . __Total Purchased  eiro Total Purchased s‘miprggs
All hospitals , 5,697 75.9 23 5,732 "73.8 27
By hospital size (no. of beds): , _ 7 —
Fewer than 50 .. 11689 852 6.4 1,197 79.1 82
50 10 99 _ 1,405 85.6 5.2 1,405 823 __56
100 to 199 1,361 738 49 1372 721 49
200 to 299 716 762 = 52 716 77.0 5.2
3000309 438 60.2 6.6 238 593 6.7
40010499 269 55.3 76 %5 580 75
500 or more 337 485 46 337 47.8 46
1. New England 251 91.3 34 251 89.4 40
2. Middle Atlantic 500 80.0 39 600 = 814 38
3. South Atlantic 814 630 64 814 59.6 6.5

4. East North Central 895 706 46 898 723 46
5.East South Central 482 785 | 100 480 672 136
6. West North Central 783 875 60 783 - 875 6.0
7. West South Centrc! . BB 790 = 88 845 74.0 10.2
8. Mountain 361 65.8 78 361 64.3 79
9. Pacific. 704 . 758 7.7 700 724 82

*Sampling errots are stated at the 5-percent confidence level.
Note: Detail may not add to total due to independent estimation.




Appendix VIII
Estimated Hospital Data and Related

Sumpling Errors for Policy Years 1983, 1984,
and 1985

ﬁbﬁ vill.14: Distribution of Self-Insurance and Purchased Insurance Combination Source and Related Sinnpllng Errors by Size

of Hospital and Region - o
Combination and sampling error in ’percents

__1883 1985

ey -~~~ ———— — e
Grup Total Combination smuprlrigg Total Combination s‘"%'i’-!';?.!j
All hospitals 5,697 18.3 2.0 5732 189 22
By huspital size (no. of beds): - e B . : - e

Fawer than 50 1,169 93 55 1,197 19 66
50 to 99 1,405 69 36 1,405 10.1 42
10010199 1,361 17.2 42 1372 213 45
.200 to 299 716 195 47 716 193 46
30010309 438 31.1 6.2 438 327 6.3
400 to 499 289 333 72 265 344 7.2
500 or mora 337 357 43 337 390 44
By region: ' :

1. New England 251 8.1 34 251 10.0 .40
3 Middie Aflanfic 6500 28 33 50 125 33
3. South Atiantic 814 26.3 5.3 814 301 58
4. East North Central 895 201 38 898 237 - 42
5. East South Centrai 482 6.0 39 480 7.7 43
6. West North Central 783 70 a2 783 70 49
7. West South Central 806 12.7 80 845 187 98
8. Mountain 361 278 73 361 293 74
4. Pacific 704 21.4 74 700 240 78

'Samplmg errors are stated at the 95-pefcent confldence Ievel

Note: Detail may not add to total due to independent estimation:
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Appendlix VIIT
Wﬁﬁmfumﬁyfm 1983, 1964,
and 1988

71903 1985 —
R _Hospitsls 3 Hospitals siﬁ:?inigg
Gromp Yotal No coverage _No coverage or*
Al hospitals 5,897 21 5,732 18 0.7
By hospitel sizs (no. of beds): e , )
Fewer than 50 - 1,168 18 23 1197 17 23
50 to 99 B 1405 9 16 1,405 9 1.6
100 to 199 1,361 23 15 1372 . __15 12
200 to 299 . 716 5 8 716 _ 5 .8
- 300 to 399 438 40 28 438 40 28
40010499 . 269 36 22 265 28 _ 19
5000rmore 337 78 26 _ . 3®7 @ 89 25
By region: _ = — )
1. New England ~ 251 6 7 251 6 7
2. Middie Atlantic _ 800 55 22 600 52 23
3. South Atlantic 814 1.8 17 814 14 1.7
4. East North Central 895 0.0 _ 0 898 .0 0
5.East South Central 482 28 29 480 17 22
6.WestNorthCentral 783 18 30 783 18 30
7. West South Central 805 50 35 = g45 4z 32
8. Mountain _ 361 8 13 361 8 13
9. Pacific 704 00 0 ~ 700 00 0

'Simpimgmsarestatedatthe%—peroentcmﬁdenoelevel
Note: Detail may not add to total due to independent estimation.

Table ViiL.16: Distribution of Cost- g P S <

Minimizing Changes in Insurance Figures in percents . . o

Coverage From 1983 to 1985 and _ e Sampling
Related Sampiing Ervors cw*** ’ehango’”’* S Hospitals error®
© . De per-accurrence limits 70 17

Added self-lnsuramfe trust fund : - 36 14

Switched to claims-made policies 39 12
Mm&sadjmmaeductxble 36 9

Samplmgerrorsmsmidﬁtﬂﬁ%—pemtoonﬁdenoelével

Note 1. The universe of hospitals was 5,783
Note: 2. The balance of abort 82 percent of the hospitals made o costifiizing Ghanges.
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