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The Medical Liability Crisis:
A Federal Problem That Requires a Federal Solution

A Nationwide Crisis

Twenty states today are facing a medical liability “crisis,” according to the
American Medical Association. Twenty-four more plus the District of Columbia
are almost there. (AMA, America’s Medical Liability Crisis: A National View)

Seventy-eight percent of Americans believe their access to affordable, high-
quality health care is being threatened because medical liability costs are forcing
doctors out of medicine. A strong majority (68 percent) also think malpractice
lawsuits are one of the main reasons health care costs are on the rise, and nearly
three-quarters (73 percent) want their elected representatives in Washington to do
something about it. (HCLA 2005 Poll)

American Taxpayers are Paying the Liability Crisis Bill

The U.S. government spends billions of dollars each year on Medicare, Medicaid,
and other health-related programs. The nation’s taxpayers could save an
estimated $70 billion to $126 billion in health care costs every year if federal

medical liability reforms were put in place. (U.S. Department of Health and Human
Services, 2003)

Reasonable limits on non-economic “pain and suffering” damages could save the

federal government $28.1 billion to $50.6 billion a year. (U.S. Department of Health
and Human Services, 2003)

All Americans pay the price for a dysfunctional medical liability system in higher
health care costs, higher health insurance premiums, and threats to the quality and
availability of health care. One Congressional study estimates that reforming the
system would not only yield significant savings on health care spending, but
could also increase the number of Americans with health insurance by as many as

3.9 million people. (Joint Economic Committee study, “Liability for Medical Malpractice:
Issues and Evidence,” May 2003)

The next generation of medical care in the US is also at risk. One-third of
physicians in one survey said they had shied away from certain high-risk

specialties because they feared it would subject them to greater liability exposure.
(“Fear of Litigation Study,” conducted by Harris Interactive, Final Report, April 11, 2002)

Medical liability concerns also played a role in three straight years of declining
numbers of US medical students entering ob-gyn residencies. “The crisis is ...



not only threatening today’s ob-gyns, but also the future of our specialty,” said
one physician. (American College of Obstetricians and Gynecologists)

Doctors Across the Nation are Losing Their Insurers

« In December 2001, one of the nation’s largest medical malpractice insurers — The
St. Paul Companies — stopped providing medical liability insurance for doctors in
any state, not just states with excessively litigious environments. St. Paul’s
decision left 9 percent of all doctors in the United States looking for another
insurer. (March 2003 HHS Report)

* SCPIE Indemnity Company stopped selling medical liability insurance in every
state but California in 2003. (U.S. General Accounting Office 2003) In 2002, MIIX
Insurance in New Jersey refused to renew 7,000 policies because it had lost more

than $200 million in the two previous years. (Will Siss, Waiting for Tort Reform: US
Medical Malpractice Industry Battles Loss Severity Strain, Standard & Poor’s: CreditWeek, June

6, 2003, at 34) PHICO, Frontier and Doctors Insurance have all stopped providing
medical liability coverage. (March 2003 HHS Report)

+ Fifteen percent of physicians nationwide have had to switch insurance companies
since 1998. (study by Kenneth Thorpe, Health Affairs, January 2004)

Federal Action is Not Only Appropriate But Necessary

* Patients today often travel across state borders to find the medical care they need,
and medical liability insurers no longer limit their services to a single state. These
two reasons alone make it appropriate for Congress to take action.

* In addition, many states face political and legal barriers to enacting their own
effective medical liability reforms. Opponents in many states have managed to
stifle or even overturn meaningful attempts at reform at the state level.

The States Cannot Fix the Medical Liability Crisis On Their Own. Congress
Must Take Action.



