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21 states mandate disclosure

CA, IL, NH2000

MA2001

GA, HI, IA, MN, 
PA, SD1999

CT, KY, NJ1998

NY, NC, ME,RI1997

AZ, VT, VA, WA1996

StatesYear Enacted



Timing and Scope of Disclosure
• New Hampshire: in the evidence of coverage

• Arizona: prior to the execution of the contract 

• Minnesota: during open enrollment, upon enrollment and 
annually

• Hawaii and Illinois: to enrollees upon request

• Georgia and Pennsylvania: to both enrollees and 
prospective enrollees upon request.



Content of Disclosure
• Iowa: methodologies used to compensate 

physicians

• Hawaii: generic participating provider contracts

• Illinois: the percentage of copayments, 
deductibles, and total premiums spent on health 
care related expenses

• New York: the type of methodology that is used to 
reimburse particular types of providers or 
reimburse for the provision of particular types of 
services



Legislative Intent and Functions

• Hellinger (1998): provide information to enrollees 
(or prospective enrollees) to aid in informed choices

• Miller and Horowitz (2000): “Disclosure…could 
satisfy the fiduciary duty owed by physicians, promote 
patient autonomy and preserve the integrity of the 
physician/patient relationship."



Theoretical Predictions

• Disclosure leads to higher rates of 
compliant treatment and lower rates of 
medical malpractice claims by injured 
patients

• Ex ante expected damages in states 
forcing contract disclosure will be (weakly) 
lower than ex ante expected damages in 
states not forcing disclosure
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Methodology

Treatment 
decisions

Litigation 
decisions

Game Theory
Powerful tool to study strategic 

interactions and incentives



Basic FrameworkPatient doesn’t know 
for sure whether she 
received appropriate 

treatment

Patient doesn’t know 
for sure whether she 
received appropriate 

treatment

MCO sets
constraints

on 
physician

Physician 
decides 
treatment

Court 
rules on
liability

and
damages

Patient 
decides
whether
to sue

Patient
observes

an outcome
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Unobservable Contracts

Treatment
Costs No

compliant
treatment

Litigation
Costs

All injured
patients

file claims

Some
claims

Some
compliant
treatment

No
compliant
treatment

No
claims

Expected
Damages



Observable Contracts

Treatment
Costs

All injured
patients

file claims

No
claims

Some
compliant
treatment

No
compliant
treatment

No
compliant
treatment

No
claims

Expected
DamagesLitigation

Costs



Effect of Disclosure Rules on
Compliant Treatment Rates

Treatment
Costs

If observable,
some compliant treatment.

If not observable,
no compliant treatment.

Expected
DamagesLitigation

Costs



Effect of Disclosure Rules on
Claim Rates

Treatment
Costs

If observable,
no claims filed.

If not observable,
claims filed with certainty.

If observable,
no claims filed.

If not observable,
some claims filed.

Expected
DamagesLitigation

Costs
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Caveats

1. The analysis pits the MCO and physician against the patient.

2. The court is always correct.

3. Reputation effects are ignored.
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Effect of Disclosure Rules on
Ex Ante Expected Damages (“A”)

Treatment
Costs

If observable,
A = 0.

If not observable,
A > 0.

If observable,
A = 0.

If not observable,
A > 0.

Expected
DamagesLitigation

Costs



Summary Statistics: 
Dependent Variables

$ 3,987$ 3,093Std Dev

$ 4,995$ 7,843Median

$ 5,428$ 8,395Mean

-16,984 to 28,7781,294 to 18,918 Range

Losses 
Incurred

Premiums 
Earned

Note: Weighted by number of non-federal physicians in patient care
All amounts reported in 1990 dollars
Source: NAIC





Summary Statistics: 
Independent Variables

68%15%% of observations

3721# of states

Caps on 
Damages

Disclosure 
Rules

Source: State statutes
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Conclusions

Disclosure rules directly affect levels of 
compliant treatment and medical 
malpractice litigation rates.

Disclosure rules provide a way for 
patients to “monitor” physician behavior.
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