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“Torts are civil wrongs recognized by law as grounds of a lawsuit, which 

could be redressed by awarding damages.” 

The purpose of tort law is to provide relief for damages incurred, as well 

as to stop the continuation of such wrongs. However, supporters of tort 

reform claim that the current tort system is inefficient mainly in three 

aspects in the case of medical malpractice:

1. Inefficient compensation system

2. Cost of malpractice insurance

3. Defensive medicine due to high malpractice risk

*Defensive Medicine: precautionary treatments but with low marginal 

benefit to patient's health: Unnecessary and extra cost for patients and 

insurance firms.

In this study, we are interested in the impacts of tort reforms on ob-gyn physicians’ practice behavior. Do all 

the tort reforms have the same effect? Does any specific tort reform discourage defensive medicine 

effectively? Therefore we observe the incidence of Cesarean section: do ob-gyn doctors change their 

likelihood to perform C-section given any specific reform happened? 

In the case of Pennsylvania and New Jersey, we examine the effects of Caps on Punitive Damages and 

modification of Joint and Several Liability enacted during 1994 and 2006.  If a tort reform increases 

physicians’ expected liability of malpractice lawsuits, what will his/her response to making procedure 

decisions (C-section) given the fact that C-section is mostly decided by physicians, not patients. 

As well as the question on defensive medicine, is C-section defensive given patients without severe birth 

complications?  Currie et al. (2008) point out that C-section is more harmful and risky compared with 

vaginal birth if patients is healthy enough to deliver baby vaginally.

ÇModification of JSL increases physicians' expected liability but decreases C-

sections;

ÇCaps on Punitive Damages reduces physicians' expected liability but increases 

C-sections;

ÇImpact of tort reforms are larger for black patients with Medicaid;

ÇImpact of JSL reforms are much big in short run, while Caps on PD seems last 

longer.

If a tort reform lowers physicians’ expected 

liability leaving him/her more room to 

maximize his/her profit due to financial and 

nonfinancial incentives; therefore he/she will 

perform C-section although it might be more 

harmful and risky to patients. [Physician 

Induced Demand ]

If a tort reform increases physicians’ expected 

liability under malpractice lawsuits, they will 

tend to provide higher level of care to keep 

them from being sued; therefore considering 

patient safety, they might not provide C-

section to patients without medical 

complications, instead, they will provide more 

unnecessary procedures but with little 

marginal benefits to their patients. 
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Caps on Punitive Damages

•Punitive damages are awarded not to compensate a plaintiff, but to 
punish a defendant for intentional or malicious misconduct and to deter 
similar future misconduct.

Modification of Joint and Several Liability

•It allowed plaintiffs to collect the damages in the full amount awarded 
in a malpractice case from the defendant with the highest ability to pay 
regardless of liability portions.
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SUMMARY OF TORT REFORMSIN PA AND NJ, 1994-2006
Pennsylvania New Jersey

Caps on Punitive Damages
1/25/1997-
3/20/2002

10/27/1995-
Present

Modifications of Joint and 
Several Liability

06/19/2002-
07/26/2005

6/29/1995-
Present

SUMMARY OFTORT REFORM LIMITS IN PA AND NJ, 1994-2006
Pennsylvania New Jersey

Caps on Punitive Damages < $ 200, 000
$ 350,000 or 5 times 

of compensatory 
awards

Modifications of Joint and 
Several Liability

> 60% > 60%

We employ a Differences-in-Differences model to evaluate the effects of tort reforms. 

Setting Estimates

w/o control w/ control
JSL ON JSL OFF JSL ON

Quarter 34-
35

Quarter 46-
47

Quarter 33-
34

Quarter 34-
35

Quarter 33-
35

DD Setting Modification of JSL
0.0051** -0.0069** - 0.0051** 0.0050***

[0.00] [0.00] - [0.00] [0.00]

DDD Setting

Modification of JSL
0.0057** -0.0069** - 0.0057** 0.0055***

[0.00] [0.00] - [0.00] [0.00]
Modification of JSL for 

Black Patient with 
Medicaid

0.0098** 0.0052** - 0.0098** 0.0103***

[0.00] [0.00] - [0.00] [0.00]

Setting Estimates
Caps ON Caps OFF Caps OFF

Quarter 12-
13

Quarter 33-
34

Quarter 33-
34

Quarter 34-
35

Quarter 33-
35

DD Setting Caps on Punitive Damages
-0.0059** -0.0052** -0.0052** - -0.0050***

[0.00] [0.00] [0.00] - [0.00]

DDD Setting

Caps on Punitive Damages
-0.0043** -0.0030** -0.0030** - -0.0028***

[0.00] [0.00] [0.00] - [0.00]
Caps on Punitive Damages 

for Black Patients with 
Medicaid

-0.0196** -0.0238*** -0.0238*** - -0.0236***

[0.00] [0.00] [0.00]
-

[0.00]
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