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ABSTRACT

Background: Tort reform with caps on noneconomic damages, such as pain and suffering, has been proposed as a way of
decreasing the national cost of healthcare in the United States. In this paper we measure the impact of noneconomic damage caps
at the state level.
Methods: Changes in the rate of paid claims are estimated using an interrupted time series design which identifies changes in
trends following the implementation of an intervention. Data from the National Practitioner’s Data Bank are used to create yearly
trends in state malpractice claims using a linear spline model with a knot at the year that noneconomic caps were implemented to
estimate the effect of the noneconomic caps. The effect of statutes of limitations are also modeled with a spline model. Finally, a
difference-in-difference design matches states that instituted or significantly changed noneconomic caps to states that did not.
Findings: Of the fifteen states that implemented caps on noneconomic damages or significantly changed their caps since 2000,
two had statistically significant differences in the absolute number of paid claims and six had significant changes to their trend of
paid claims.
Conclusions: Tort reforms that address caps on noneconomic damages, though facially similar, have significantly different results
when implemented in individual states. Qualitative studies of the individual state policies need to evaluate how the state policies
differ and why they led to different results to direct other states and the federal government as they consider similar policies.
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1. BACKGROUND

The cost of healthcare has become a significant financial
burden for the United States. Tort reform has been pro-
posed as a means of lowering its growth.[1–5] Proponents
believe that this will lower costs in two ways: (1) by lower-
ing malpractice premiums[6] and (2) by decreasing defensive
medicine.[7] The former concept infers that the high costs of
insuring against malpractice lead to physicians transferring
those costs to patients and insurers. The assumption is that if

physicians have lower premiums they will also be willing to
lower their prices. The latter way is based on the belief that
physicians, due to a desire to not be sued, will order exces-
sive tests, procedures and care on the chance that the patient
has a serious illness. This is particularly believed to result in
higher service utilization among high-risk specialties (such
as emergency department physicians and obstetricians)[8]

and higher rates of diagnostic imaging.[9] Various versions
of tort reform have been implemented in different states, but
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no national model is in place – this allows researchers to
evaluate the effects of various forms of tort reform; in this
paper we evaluate the impact of one type of tort reform: caps
on noneconomic damages.

One approach to tort reform is to place limits, or caps, on
noneconomic damages. Within a tort claim there are two
claims that a plaintiff may make: claims for compensatory
or actual damages and claims for punitive or exemplary dam-
ages; the latter type of damages intend to punish the tort-
feasor (the party that committed the tort) while the former
intend to make the victim whole.[10] Within the damages
category there are two general types of damages: economic
losses and noneconomic losses.[11] Economic losses include
claims where a dollar value is assignable such as the reason-
able cost of necessary medical care[11] and the loss of income
due to the injury.[11] Noneconomic illnesses are subjective
and include claims for pain and mental suffering.[11] A com-
mon form of state tort reform addresses these noneconomic
damages, usually relating to pain and suffering, and places
an upper limit on the damages that can be awarded to the
patient due to a malpractice claim.[12]

The goal of a cap on noneconomic damages is to limit the
potential liability for a medical malpractice claim. The argu-
ment is that if there is a limit to the total amount of noneco-
nomic damages, then there will be a smaller chance of ex-
tremely high awards for victims as the award will primarily
be limited to objective, economic damages. The end result,
according to this argument, is that overall awards will de-
crease which will lead to lower premiums and, thus, lower
prices charged by physicians. Subsequently, if physicians
have less fear of being sued, they will also change their prac-
tice habits and decrease the practice of defensive medicine.
Caps, though, do not guarantee lower costs. There are often
exceptions to the noneconomic caps, such as for the loss
of a limb or permanent loss of function,[13] and the actual
damages may exceed any noneconomic damages.

A criticism of this approach is that caps will lead to the un-
intended consequence of reducing access to the system for
those with legitimate claims. Critics argue such caps make
lawyers less willing to take meritorious cases which will
leave deserving patients – those that suffered a legitimate tort
– without access to begin the legal process.[14] In the United
States, a civil tort claim may be brought by an individual
without representation, but, in practice, without an attorney
individuals will not successfully argue a claim.[15, 16] Addi-
tionally, there is the issue of administrative cost as legal cases
are generally protracted, expensive affairs.[17] For an aver-
age person to gain access to the system, he or she typically
must rely on attorneys who believe that the individual has a

valid case and agree to represent the client and also furnish
much of the cost of the trial.[18] The attorney will work on a
contingency fee wherein, if the client’s claim is successful,
the attorney will be paid a percentage of the final verdict.
The attorney, then, must be willing to bear some amount of
risk to accept a case as, if they do not win, they attorney will
not be paid anything but may lose the expenses of litigation.
If there are caps put on noneconomic damages, then some
individuals, particularly those that have low economic losses
(such as the elderly who are unemployed and thus do not
suffer any lost earnings), will have smaller potential claims.
By decreasing the maximum award for the litigation, attor-
neys have a smaller potential return on their investment of
time and resources. Thus, the argument goes, with a smaller
potential return with some cases, they will be less likely to
take on those clients, leaving individuals without potentially
meritorious claims without access to the legal system. The
question that this study addresses is whether individuals with-
out potentially meritorious claims are left without access to
the legal system.

If individuals without potentially meritorious claims are in-
deed left without access into the system, then there is an
expectation that the number of malpractice claims (i.e., cases
wherein a payment for malpractice is made, either as the re-
sult of a jury verdict or as the result of a pre-trial settlement)
will decrease due to reforms that impose caps on noneco-
nomic damages. This study does not seek to address whether
the size of the average paid claim is affected by states putting
caps on noneconomic damages nor does it address the effect
on malpractice premiums and medical costs; it is limited
to evaluating whether tort reforms limit access to the legal
system for meritorious claims. The assumption is that claims
that are paid are meritorious. While there are cases where
individual claims may be paid as a result of settling nuisance
lawsuits, the vast majority of paid settlements are a result of
a medical error having, in fact, occurred.[19]

Previous studies evaluating tort reform have focused on the
number of filed lawsuits, the size of awards and the cost
of insurance.[20] Some studies, though, have investigated
whether tort reform affects the number of paid settlements.
One study, looking at data through 2005 and using a regres-
sion model evaluating six different types of reforms found
that tort reform was associated with a decrease in the num-
ber of paid claims.[21] A second study using instrumental
variables to control for policy endogeneity and evaluating
tort reforms implemented between 1991 and 2001 found no
effect of caps on noneconomic damages on the number of
paid claims.[22] There is significant variation in tort reform
bills among states, meaning that a state-specific analysis will
have some advantages to a national analysis including the
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ability to match to specific, similar states to use as controls
and to adjust for state-specific differences in the timing of
tort-reform bills.

A challenge with measuring whether there is an effect of
such tort reforms on the number of paid malpractice claims
relates to the timing of the implementation of the tort reforms,
which varies by state. While tort reforms generally have a
specific day in which they were passed, signed and became
effective, their effect on a specific case varies. Statutes of
limitations for claims may last for several years in states
which affect whether the tort reforms apply to a specific case.
For example, an injury that occurred on 12/31/2005 will not
be covered by a law that imposes a cap on noneconomic
damages that is effective on 1/1/2006. If there is a three-year
statute of limitations to file a claim, then that claim may be
filed until 12/31/2008 without the caps affecting it. Some
states, though, will make new laws effective retrospectively,
eliminating this possibility. Additionally, statutes of limita-
tions may vary based on numerous factors including the age
of the claimant (children usually have longer to file, some-
times after they turn 18) and when the adverse event was
known. For example, some states do not start tolling the
statute of limitations until a patient learns of alleged malprac-
tice (such as learning of a sponge left in their body following
a surgery several years after the surgery) but often do have
maximum time periods following the initial action (such as
the surgery) which are binding. For example, in Florida
there is a two-year statute of limitations to bring a claim, but
the statute does not begin to toll until the patient learns of
the harm, but all claims must be brought within four years.
That means that if a patient learns of the harm three years
following an operation, they will only have one year to file
the claim before the four-year maximum is met.

Additionally, there are often constitutional challenges to tort
reform bills which lead to uncertainty in whether caps will ac-
tually stand, leading some attorneys to continue to take cases
and then to challenge the caps on noneconomic damages on
state constitution grounds or to avoid cases while waiting for
decisions about the constitutionality of the law.[23] A third
issue relates to the timing of when attorney behavior may
change. For example, as soon as a bill is proposed some
attorneys may be tempted to shift their practice away from
medical malpractice cases in an effort to avoid the issue all
together; or, if attorneys decide to leave the state, it may
take several years to arrange to move elsewhere due to li-
censure and employment. Such issues of timing must be
accounted for when estimating the effects of state tort reform.
This paper adds to the literature by specifically addressing
the state-specific timing issues and by conducting multiple
state-specific comparisons.

2. SIGNIFICANCE
Caps on noneconomic damages have been implemented by
multiple states as one approach to mitigating healthcare cost
growths. Of the 50 states and the District of Columbia, 27
have had caps on noneconomic damages at some point, and
24 had them in place as of 2010[24] and they have been con-
sidered by others. Some states have implemented these caps
multiple times after the original version of the law was de-
clared unconstitutional by the individual state’s Supreme
Court. There have been four periods when these caps have
been enacted: 1976 (2 states), 1986-1988 (13 states), 1995-
1997 (6 states) and 2002-2006 (15 states), and more recently,
states are considering new proposals.[25]

National tort reform with caps on noneconomic damages has
been proposed as a way of decreasing costs in health care.[26]

In March of 2012, the United States House of Representa-
tives passed a bill imposing national caps on noneconomic
damages.[27] While the bill was never passed by the Senate,
the passage of the bill by the House indicates it is a seriously
considered policy. As some states have already enacted these
laws, they serve as test cases to estimate the effect such a
policy would have on the national level. By evaluating state-
level effects of tort reform on the number of paid malpractice
claims, if any, on the states, an estimate of the effect of a na-
tional policy may have on the number of malpractice claims
may be created. This study seeks to gain insight into the
potential effect of such a national policy and to guide policy
makers as they evaluate the wisdom of such a policy.

The focus of this research will be limited to the impact of
caps on noneconomic damages. This is because the proposed
federal legislation’s tort reform’s primary focus is on caps
and changes to joint and several liability.[27] Joint and sev-
eral liability reform is of less interest because only 11 states
have not already adopted this reform and only five states did
so during the past fifteen years (one of which, Pennsylva-
nia, had its reforms ruled unconstitutional). In this paper
we evaluate states that implemented a cap on noneconomic
damages where no cap existed before and states that signifi-
cantly changed their economic cap (either by increasing or
decreasing the cap).

3. METHODS
The statistical analyses relied on two different approaches:
interrupted time series and a difference-in-difference analy-
sis. The former was used to estimate any changes in trends
of the number of paid claims while the latter allows direct
comparisons to similar states without tort reform. For all
analyses, the unit of analysis was the rate of paid claims, by
state, per 1,000 physicians within that state. The time period
for these reforms is 2002-2006.
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An interrupted time series design is used to estimate changes
in trends following the implementation of some interven-
tion.[28] The general approach is to regress trends before
and after the intervention and evaluate whether the slope or
intercept of the regressed lines (centered at the time of the
intervention) change. Such a design has been used previously
to estimate the effects of policy changes such as the effect
of quality reporting on mortality rates.[29] The approach
requires the assumption of independence among yearly esti-
mates. In this case, that requires a belief that the individual
paid malpractice claims are independent of previous years’
claims. Since each instance of malpractice is unique (i.e., not
driven by past instances), this assumption is met.

The challenge with using an interrupted time series to esti-
mate such a change is the difficulty in establishing a clear
time frame in which a cap on a noneconomic damage affects
behavior. Due to issues with effective dates, statutes of limita-
tions, constitutional challenges, and attorney behavior, there
is not a discrete time when the reform goes into effect. To
address this challenge, we evaluated states that implemented
tort reform and model the time the law was passed and at
the end of the statute of limitations for claims that occurred
before the law was passed. The expected result, if there is
any effect from the tort reform, is a gradual decrease in the
number of paid claims from the time of the passage of the
bill to the end of the statute of limitations and then a similar
trend in the number of paid claims as there was prior to the
change in the law. Alternatively, there could be a change
in the intercept (a change in the absolute number of paid
claims) either at the time of the bill’s passage or at the end
of the statute of limitations.

A second tool to evaluate these claims relied on a difference-
in-difference (DiD) design.[28] In this approach, states which
made a change to their caps on noneconomic damages are
compared to states that did not have changes. To accomplish
this, we first matched states to a suitable control state by
matching the intervention state (the state that changed its
caps on noneconomic damages) to: (1) the state that, up to
the year before the law was passed, had the most similar
trend in the rate of paid claims, and (2) the state that had
the most similar total number of paid claims. We then eval-
uated whether there is a difference between the subsequent
rates of paid claims between the state that changed its cap on
noneconomic damages and the state that did not.

In other analyses of tort reform, a single reform, including
caps on noneconomic damages, were evaluated in a fixed
effects model.[30] In these regression analyses, state effects
were combined and an average effect was estimated for that
particular reform.[21] In our analysis, we do not identify an

average effect from noneconomic caps, but instead focus
on estimating a state-level impact of this reform. Due to
state-specific factors and variations in the implementation
of the tort reform, a statute that is facially similar may have
different effects once put in effect, and we sought to identify
these differences.

3.1 Data
The primary data set that we used to perform this study is
the National Practitioner Data Bank (NPDB). Established
by Congressional order, the NPDB contains information on
malpractice payments made by, and adverse actions taken
against, healthcare providers including physicians, dentists
and other healthcare practitioners.[31] By law, all paid mal-
practice claims must be reported to the NPDB within a month
of the claim or settlement being paid.[31] The NPDB, then,
contains a census of malpractice claims paid since 1990. We
used information on the number of settlements that occurred
by year in individual states in this study. Since the first year’s
reporting began midyear, we used full year data beginning
in 1991. Figure 1 shows the number of claims and average
claims broken down by states that had a cap on noneconomic
damages in place at some point and those that never had a
cap.

Figure 1. Malpractice trends, 1991-2010

To obtain the rate of claims per 1,000 physicians we esti-
mated the number of physicians in each state. The Area
Resource File (ARF) is a database compiled by the Health
Resources and Services Administration that contains infor-
mation on healthcare resources, including physicians, at the
county level which we use to calculate state-level values.[32]

While some previous research has used the number of claims
divided by the population of the state,[22] we used the number
of claims per 1,000 physicians following previous work.[21]

This approach better reflects the volume of care delivered
in a state as patients may travel across state lines to receive
care but physicians rarely travel across state lines to provide
care due to state-level medical licensing. The total num-
ber of physicians was calculated by combining the number
of non-federal, practicing MDs (allopathic physicians) and
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DOs (osteopathic physicians). The ARF does not contain
estimates for all years of each type of physician, so when a
year of data is missing we approximate the number of physi-
cians by averaging the reported years’ values (i.e., if 2009
MDs is missing, we average 2008 MDs and 2010 MDs).

For information on the different reforms that have been im-
plemented, we used the Database of State Tort Law Reforms,
4th Edition (DSTLR4).[24] This database is a compendium
of state tort reform laws including information on when they
were passed, modified and whether and when they were
found to be unconstitutional. An accompanying analytic
file contains information on the types of reforms in effect in
states by year and the level of the caps. The analytic files

assign a year as having a tort reform in place if the reform
was in effect for a majority of the year; for example, a law
effective June 30, 2004 is coded as “in effect” for 2004, but
a law with an effective date of July 1, 2004 is not coded as
being in effect until 2005. The DSTL4 is current through
2010, which represents the final year of the study.

We focused on states that implemented or significantly
changed caps on noneconomic damages after 2000. Table
1 includes general information on these states. Note that
Utah and Wisconsin significantly raised their caps during
this period and that Illinois’ caps were only in place for two
years.

Table 1. States that modified caps on noneconomic damages 2000-2010
 

 

State 
Years 
Enacted 

Cap 
($1,000s) 

Previous Cap 
($1,000s) 

Tort Statute of 
Limitations 
(Years) 

Statute 

Alaska 2006-2010 250 400 2 Alaska Stat. § 09.55.549  

Florida 2003-2010 500 No cap 2  Fla. Stat. § 766.118  

Georgia 2005-2010 350 No cap 2 Ga. Code § 51-13-1 

Idaho 2004-2010 250-290 650 2  Id. Code § 6-1603   

Illinois 2006-2007 500 No cap 2  735 Ill. Compiled Stat. 5/2-1706.5 

Mississippi 2003-2010 500 No cap 2 Miss. Code § 11-1-60  

Missouri 2006-2010 350 580 2 Mo. Stat. § 538.210 

Nevada 2003-2010 350 No cap 1  Nv. Stat. 41A.035   

Ohio 2003-2010 500 No cap 1 Ohio Rev. Code § 2315.18 

Oklahoma 2004-2010 300 No cap 2 23 Okla. Stat. § 61.2 

South Carolina 2006-2010 350 No cap 3 S.C. Code 15-32-220 

Texas 2004-2010 250 No cap 2 Tex. Civ. Prac. & Rem. 74.301 

Utah* 2002-2010 400-440 250 2 Ut. Code 1953 § 78B-3-410 

West Virginia 2003-2010 250 1,000 2 W. Va. Code § 55-7B-8 

Wisconsin* 2006-2010 750 350-450 3 Wisc. Stat. 893.55(4)   
* Raised Cap 

Note. Data for reform laws ended in 2010, states did not necessarily end their caps in 2010. 

 
3.2 Statistical models
The general statistical model for this analysis was based on
changes in temporal trends in the rate of paid malpractice
claims using a linear spline model with a knot at the year

that noneconomic caps were enacted. Data run from 1991-
2010 and represent 20 points in time. Each state is analyzed
separately using the following model:

Yyear = β0 + β1(year) + β2(year − year_enacted)(year−year_enacted>0) + β3(caps_enacted) (1)

Y is the estimated number of malpractice payments per 1,000
physicians at time year. Year_enacted is the year that the
noneconomic caps were enacted (the knot). Caps_enacted
is a dummy variable that equals 1 if the noneconomic caps
were enacted in the state during time year (e.g., caps_enacted

= 1 if year-year_enacted > 0). β0 represents the baseline
rate of claims in 1991 (the first complete year of the data).
β1 is the slope of the trend of paid claims prior to the change
in the noneconomic caps policy (either implementing a new
cap or changing an existing cap). β2 is the change in slope
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of the trend line following implementation of the noneco-
nomic caps (following the knot), so β1+β2 is the slope of
trend line following implementation. β3 is the change in the
intercept at the time of implementation (the knot). If β2 is
significant, then there is evidence that following the imple-
mentation of noneconomic caps the trend in the rate of paid

claims changed. If β3 is significant, there is evidence that the
absolute rate of paid claims changed at the implementation
of noneconomic caps. Either a change in slope or intercept is
indicative of a positive effect from the change in baseline.[28]

To evaluate the effect of the statute of limitations, the model
is expanded to:

Yyear = β0 + β1(year) + β2(year − year_enacted)(year−year_enacted>0) + β3(caps_enacted)

+β4(year − year_statute_limitations_end)(year−year_statute_limitations_end>0) + β5(statute_limitations_ended)
(2)

The effect of this model is to add a second knot
at the time that the statute of limitations ended.
Year_statute_limitations_end represents the year the statutes
of limitations end and statute_limitations_ended is a dummy
variable that is 1 for each year once the statute of limitations
have been reached. β4 is the change in the slope following
the end of the statute of limitations and β5 is the change in
the intercept at that point. β1 + β2 + β4 equals the slope
following the end of the statute of limitations. If β4 is sig-
nificant, then there is evidence that following the end of the
statute of limitations there was a change in the trend of the
rate of paid claims. If β5 is significant, there is evidence that
the absolute rate of paid claims changed after the end of the
statute of limitations.

To evaluate the effects of noneconomic caps using a DiD
approach, we first matched states that passed tort reform
to control states that did not enact tort reform during this
period (they may have implemented noneconomic caps prior
to 1991, but did not do so during the period of the study).
To match we regressed all states up to the year immedi-
ately prior to the year that the state in question implemented
noneconomic caps (such as regressing all states up to 2002
to compare to Florida, whose noneconomic caps went into
effect in 2003). We then matched the state to the closest con-
trol states based on the slope (the temporal trend of the rate
of paid claims) and the absolute rate of paid claims, meaning
each state has two controls. Once each state was matched, we
regressed the state that implemented the noneconomic caps
(the intervention state) and the states that did not (the control
states) and evaluated the control states as if they implemented
noneconomic caps at the same time as the intervention state.
We then compared the change in slope (β2) between the in-
tervention state and the trend control state and change in
intercept (β3) between the intervention state and the absolute
rate control state.

All analysis was done using Stata version 12.1 and used

user-written commands bigtab and estout.[33–35]

3.3 Limitations
A difficulty with estimating the effects of policies is the tim-
ing of these policies arises from not knowing when a policy
may have affected individual behavior. As described in the
methods, we model the end of the statutes of limitations to
see if they affect estimates of the effects of the policy change,
but we are able to access individuals or person-specific infor-
mation.

A second limitation relates to concurrent changes that could
be causing a perceived change, independent of the policy
change. Commonly, when one tort reform is passed, others
are passed simultaneously. The challenge, then, is that the ac-
tual causal agent may not be the specific tort reform that we
are investigating. To address this challenge, in addition to the
interrupted time series, which is able to account for existing
trends over time, we perform the matched pair difference-in-
difference analysis. This allows us to compare whether any
similar change occurred in the control state. If there is no sig-
nificant change from the control state, there is evidence that
noneconomic caps did not lead to a change in the rate of paid
claims. If there is a difference from the control states and
there is a significant temporal or absolute change in the rate
of paid claims, there is evidence of an association between
noneconomic caps and an effect on paid claims, but there is
the possibility that another aspect of the state’s tort reform
that was the causal factor. A positive correlation, though, is
evidence that potentially deserving claimants did lose access
to the legal system because the rate of paid claims decreased
differently than past trends would predict.

A third limitation arises from the dataset. In an effort to make
identifying a specific person reported on the NPDB difficult,
data is not presented in the most granular form possible. In
particular, all data is based on full years, thus only 20 data
points for each state are available for analysis. This limits
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precision when estimating any effects of a policy, particularly
relating to any delayed implementation effects such as those
that may arise as a result of the various statutes of limitations.

Figure 2. Paid malpractice claims per 1,000 physicians in
the United States

4. RESULTS
Since the early 1990s, the rate of paid medical malpractice
settlements has been dropping in the United States. Simul-
taneously, many states have implemented caps on noneco-
nomic damages. Figure 2 charts the total number of paid
claims per 1,000 physicians in the United States, with the
bar chart representing the number of states that had enacted
caps on noneconomic damages during this period. The rate
of paid claims went from a high of 32.2 per 1,000 physicians
in 1992 to a low of 14.7 per 1,000 physicians in 2010 with
an annual decrease of .90 settlements per 1000 physicians
(p < .001). The number of states with caps on non-economic
damages also increased at an annual rate of .64 states per
year (p < .001). Also, the total number of states with caps on
noneconomic damages and the rate of paid claims is highly
correlated (- .931, p < .001).

Table 2. Effect of caps on noneconomic damages on paid claims
 

 

State Years in Effect 
Cap 
($1,000s) 

Previous Cap 
($1,000s) 

Change in Intercept
(Absolute Change) 

Change in Slope (Trend 
Change) 

Alaska 2006-2010 250 400 -0.623 -0.598 

Florida 2003-2010 500 No cap -2.849 -2.425*** 

Georgia 2005-2010 350 No cap -2.714 -1.385** 

Idaho 2004-2010 250-290 650 2.986 -0.978* 

Illinois 2006-2007 500 No cap 0.874 0.479 

Mississippi 2003-2010 500 No cap -8.557* -1.206 

Missouri 2006-2010 350 580 2.643 -0.724 

Nevada 2003-2010 350 No cap 3.685 -2.215* 

Ohio 2003-2010 500 No cap -4.402 -1.046 

Oklahoma 2004-2010 300 No cap 6.382 -1.129 

South Carolina 2006-2010 350 No cap -1.466 -3.424*** 

Texas 2004-2010 250 No cap 0.182 -1.681** 

Utah 2002-2010 400-440 250 6.822 1.139 

West Virginia 2003-2010 250 1,000 -18.808** 0.321 

Wisconsin 2006-2010 750 350-450 2.208 0.773 
***p<.001

**p<.01
*p<.05 

 

The correlation between caps on noneconomic damages and
paid claims suggests that the caps may lead to a decrease in
the rate of paid claims, but it is important to evaluate this
trend in relation to the state-specific findings before drawing
any firm conclusions. When evaluating individual states,
though, it is important to consider the timing of the caps in
relation to the decrease in the rate of paid claims. Table 2
contains the estimated effect of the caps on noneconomic
damages on the number of paid claims, calculated by state.

Figure 3 contains the graphical representation of this effect
for each of these states. Only two states saw a significant
change in the total number of paid claims (the intercept)
while six states saw a significant change in the slope (the
trend change). Wisconsin and Utah, which greatly raised
their caps, did not see a significant increase in the rate of
paid claims.

Table 3 shows the results when the statute of limitations was
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added as a second knot. The percent change in R2 shows in-
dicates improvement in fit of the model with this added data
element. Most states saw very little improved fit by adding

the second knot, but two states (Alaska and West Virginia)
saw fits that improved by over 5%.

Figure 3. Effect of caps on noneconomic damages on paid claims, by state
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Table 4 shows the differences between states that changed
caps on noneconomic damages compared to control states
that did not. One state had a significantly different intercept
compared to its control, and three states had significantly

different slopes compared to their matched controls. Only
two states, Nevada and Texas, had a significant change from
both the control state and from their baseline trend.

Table 3. Effect of caps on noneconomic damages on paid claims with statute of limitations
 

 

State 
Years in 
Effect 

Cap 
($1,000s) 

Previous 
Cap 
($1,000s) 

Tort 
Statute of 
Limitations 
(Years) 

Change in 
Slope at 
Implement
ation 

Change in 
Slope at End of 
Statute of 
Limitations 

Statute of 
Limitations 
Model R2 - 
Base Model 
R2; Higher = 
Better Fit 

Improvement 
in R2 Over 
Base Model 
(%) 

Alaska 2006-2010 250 400 2 -4.219 7.242 0.03 6.0% 

Florida 2003-2010 500 No cap 2 -4.432 2.593 0.025 2.9% 

Georgia 2005-2010 350 No cap 2 -1.007 -0.602 0.001 0.2% 

Idaho 2004-2010 250-290 650 2 -0.239 -1.034 0.003 0.4% 

Illinois 2006-2007 500 No cap 2 0.479 Not in Effect 0 0.0% 

Mississippi 2003-2010 500 No cap 2 0.119 -1.713 0.006 0.9% 

Missouri 2006-2010 350 580 2 -2.291 3.134 0.008 0.9% 

Nevada 2003-2010 350 No cap 1 0.836 -3.328 0.005 0.8% 

Ohio 2003-2010 500 No cap 1 -4.341 3.594 0.005 0.6% 

Oklahoma 2004-2010 300 No cap 2 -1.663 0.748 0.002 0.9% 

South Carolina 2006-2010 350 No cap 3 -3.815 1.955 0.004 0.5% 

Texas 2004-2010 250 No cap 2 -4.581 4.06 0.015 1.5% 

Utah 2002-2010 400-440 250 2 -2.283 4.189 0.008 1.7% 

West Virginia 2003-2010 250 1,000 2 -6.853 9.271 0.07 10.2% 

Wisconsin 2006-2010 750 350-450 3 1.167 -1.968 0.002 0.3% 

 

5. DISCUSSION AND CONCLUSION

This study has both important findings as well as implications.
First, the effect of similar caps on noneconomic damages on
the number of paid claims varies between states. A tradi-
tional approach to evaluating the effect of a tort reform is to
put the tort reform into a regression along with all the other
tort reforms and a state-specific variable and then estimate
the average effect of the tort reform. Using 1991-2010 data,
this combined approach estimates that caps on noneconomic
damages, on average, decrease the rate of paid claims by
about .31 per 1,000 physicians (p = .028). This approach,
though, ignores the extreme heterogeneity among states (the
state-specific variable) which is of great interest to policy
makers as similar reforms in different states have very differ-
ent outcomes (see Table 2). The strong policy implication
of this study is that there is more to tort reform than just the
statutory language. As other states consider implementing
caps on noneconomic damages or Congress continues to pur-
sue national caps, attention needs to focus on the specifics of
how the policy is implemented. Qualitative evaluation of the
statutes, the rule regulations and the implementation process
may be needed.

Second, even when there are significant effects on the num-

ber of paid claims as a result of noneconomic caps, these
effects are relatively minor. While some states had relatively
significant changes in malpractice payment trends following
implementation of noneconomic caps, when compared to
a control state, these differences were quite small. This is
because, independent of state-level tort reform, the trend has
been towards fewer malpractice payments over time.

There are several potential reasons some states had signifi-
cant changes in the rate of paid claims. The first is regression
towards the mean which implies that extreme observances
will tend to be less extreme (closer to the mean) in subse-
quent measurements. The two states with the most significant
change in rate of paid claims, Florida and South Carolina,
were respectively the second most and most extreme states in
terms of trend of paid claims prior to implementing noneco-
nomic caps. Regression towards the mean suggests that,
simply because of their extreme position, their rates of paid
claims would naturally move toward the average, indepen-
dent of any change in policy.

A second possible reason for the significant drop in paid
claims may be a historical effect. A likely possibility is
the National Institutes of Health report “To Err is Human:
Building a Safer Health System”.[36] Following that report’s
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release, there began an intense national focus on improving
patient safety and eliminating medical errors.[37] The report
was issued in November 1999 and beginning in 2001 there
was a significant decrease in the national rate of paid claims
(p < .0001). Looking at states individually with 2001 as a
knot, 18 states saw a significant drop in their number of paid

claims. Thus, while tort reform may have been pursued as a
means of limiting frivolous lawsuits, the effects of practition-
ers throughout the country limiting medical mistakes may
have done more to reduce the number of paid malpractice
claims.

Table 4. Differences between states that changed caps on noneconomic damages and those that did not
 

 

State 
Years in 
Effect 

Cap 
($1,000s) 

Previous 
Cap 
($1,000s) 

Matched 
State for 
Intercept 
(Absolute 
Change) 

p-Value of 
Change in 
Intercept 
from 
Matched 
State 

Matched 
State for 
Slope 
(Trend) 

p-Value of Change in 
Slope from Matched 
State 

Alaska 2006-2010 250 400 Michigan .8521 Kansas .8969 

Florida 2003-2010 500 No cap Pennsylvania .7037 
District of 

Columbia 
.3484 

Georgia 2005-2010 350 No cap Delaware .7335 
District of 

Columbia 
.0588 

Idaho 2004-2010 250-290 650 
New 

Hampshire 
.3525 Louisiana .0747 

Illinois 2006-2007 500 No cap Maine .2405 
New 

Hampshire 
.241 

Mississippi 2003-2010 500 No cap New Mexico .4786 
District of 

Columbia 
.3825 

Missouri 2006-2010 350 580 Connecticut .1912 Indiana .003** 

Nevada 2003-2010 350 No cap Kansas .6313 Massachusetts .0001*** 

Ohio 2003-2010 500 No cap Washington .4031 Delaware .8407 

Oklahoma 2004-2010 300 No cap Delaware .015* Hawaii .1798 

South 

Carolina 
2006-2010 350 No cap Kentucky .4196 Nebraska .1764 

Texas 2004-2010 250 No cap Indiana .1767 Rhode Island .0001*** 

Utah 2002-2010 400-440 250 Washington .2789 Michigan .751 

West Virginia 2003-2010 250 1,000 Wyoming .4207 Alabama .5276 

Wisconsin 2006-2010 750 350-450 Minnesota .8868 Vermont .4733 

***p<.001
**p<.01

*p<.05 

 

From a policymaker’s perspective, these results suggest that
caps on noneconomic damages are unlikely to severely limit
access of meritorious claims to the legal system. Simultane-
ously, the general trend towards fewer malpractice payments,
independent of noneconomic caps, should raise questions as
to whether tort reform really has the potential to decrease
the cost of healthcare. During the study period, healthcare
costs did not substantially decrease, despite the decrease in

paid claims. Advocates of tort reform, rather than focusing
on its potential cost-benefit, should instead evaluate whether
it provides other, noneconomic benefits, such as increased
numbers of providers who practice in the state or an elevation
of the overall satisfaction of the healthcare workforce.

In conclusion, there is evidence that state caps on noneco-
nomic damages have decreased the number of paid mal-
practice claims in a small number of states that enact such
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policies. The change, though, when compared to historical
trends in similar comparison states, is modest. It appears that
few people with meritorious claims will lose access to the
legal system when states implement caps on noneconomic

damages.
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