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Response: How Will the Patient Protection and Affordable Care Act Affect 
Liability Insurance Costs? 

 
By: Gabe Villalpando, Underwriter, Clarity Group, Inc. 
 

The RAND Corporation recently published the report, How Will the Patient Protection and 
Affordable Care Act Affect Liability Insurance Costs? The report analyzes how liability costs differ on a 
state-by-state basis, on the different ways healthcare is paid for, and the economic forces that affect 
healthcare demand. The authors of the report noted that they wanted to focus on the most 
expensive lines of insurance paying for healthcare, outside of health insurance and Medicare and 
Medicaid. The report covers the cost effect of the Patient Protection and Affordable Care Act (ACA) 
on auto insurance, workers’ compensation insurance and medical malpractice insurance. My interest 
lies in the medical malpractice piece.  
 

In terms of the medical malpractice effects, I found it compelling how the report supports 
the assertion made by ACA critics that liability costs will increase and provides quantitative analysis 
to support that assertion. The report addresses the different ways each state handles tort, each 
state’s response to the ACA, and how both factors affect the cost of medical malpractice liability. It’s 
tough to come up with an across-the-board conclusion about the results because it really depends 
upon the state in question. For example, New Mexico appears to have the largest cost increases in 
medical malpractice costs, but that’s due to its higher enrollment in ACA programs. States like 
Wisconsin and Texas might see lower liability cost increases due in part to those states’ lack of 
participation in ACA programs. It is also difficult to say that the results noted are specifically caused 
by the ACA because there are so many other variables associated with medical malpractice costs. 
 

A limitation of the report is that it's mostly a demand-side analysis of the liability market. On 
the supply-side, there are various risk management strategies that can be applied to mitigate the 
predicted effect of increased claims due to greater participation of patients in the healthcare market. 
The following are examples of these strategies: 

 More healthcare consumers mean more chances for things to go wrong. An efficient 
incident reporting and incident management system can help manage the increased 
frequency of incidents, 

 Integrated risk-quality-safety programs inside the health system can help mitigate claim 
severity by identifying the most costly mistakes and managing that risk, 

 An integrated insurance program that allows flexibility in risk transfer and risk financing 
options, 

 And, claims management with smart reserving and coordination of defense amongst 
healthcare providers. 

 
I think most observers agree the ACA isn’t going away any time soon. And regardless of the 

ACA’s status as law, mitigating liability and managing risk more efficiently should be a high priorities 
on all health systems’ lists. We don’t need quantitative analysis to show that tackling risk head-on is 
a good business decision. 
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