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THE  LIABILITY  SHIELD:
USING  VERIFIED  OUTCOMES
TO  SECURE  INSURANCE
DISCOUNTS



EXECUTIVE SUMMARY: DEFENSIVE MEDICINE IN 
A HARDENING MARKET

The medical professional liability (MPL) insurance landscape is currently undergoing a "hard

market" shift not seen since the early 2000s.  As of 2026, healthcare providers are facing 

a "perfect storm" of social inflation — the rising cost of legal settlements and "nuclear

verdicts" exceeding $5 million — and a systemic increase in the frequency of claims.  In this

environment, the traditional reliance on "administrative proxies" and retrospective

documentation is no longer a viable defense strategy.  The "Liability Shield" represents a new

tactical approach: using verified real-world evidence (RWE) and patient-reported outcomes

(PROMs) to establish an immutable clinical "ground truth" that reduces diagnostic error,

streamlines dispute resolution, and secures significant premium discounts from insurers.

 

THE MPL CRISIS: SOCIAL INFLATION AND THE $5M
THRESHOLD
 
The global medical professional liability insurance market is projected to grow from 

$18.2 billion in 2025 to $46 billion by 2034, driven primarily by the escalating frequency 

and severity of malpractice claims.

The Rate Surge: In 2024, nearly 50% of all reported liability insurance premiums rose

compared to the previous year, a sharp increase from 13.7% in 2018.  Sixteen states

experienced premium hikes of 10% or more, with Pennsylvania, Hawaii, and Montana

seeing the most significant volatility.

Social Inflation and Third-Party Funding: A major driver of these costs is "social

inflation"— the impact of societal trends and juror attitudes that favor larger payouts.

Furthermore, the third-party litigation funding (TPLF) market grew by 44% between 2019

and 2022, providing plaintiffs with the capital to pursue long-term, high-indemnity

cases.

Severity vs. Frequency: While the frequency of hospital liability claims has remained

relatively steady, the "severity"— the total cost per claim — is rising at a rate of 4.5% to

5.0% annually.  Claims with indemnity payments over $5 million are becoming the new

baseline for specialized risks, such as cardiovascular surgery and obstetrics.
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THE "LIABILITY GAP" IN LEGACY DOCUMENTATION

The primary vulnerability in malpractice defense is often the gap between what occurred in

the clinical encounter and what was captured in the Electronic Health Record (EHR).

The Proxy Problem: Billing codes (ICD-10, HCPCS) are administrative shortcuts that

frequently fail to capture the physiological nuances of a patient’s condition.  In a legal

context, these "proxies" can be easily challenged by expert witnesses as incomplete or

misleading.

Diagnostic Errors: Nearly 11.1% of healthcare interactions involve a diagnostic error,

many of which are linked to fragmented documentation or a lack of follow-up on test

results and specialist referrals.

Socially Excessive Precautions: Fearing litigation, many physicians practice "defensive

medicine," ordering redundant tests and procedures that provide little clinical value but

increase the "Substitute Spend" for insurers.  Paradoxically, this high-volume approach

can lead to "hurried consultations" and fragmented care, which actually increases

the risk of a malpractice suit.

THE OUTCOME SHIELD: DEPLOYING VERIFIED
GROUND TRUTH
 
To defend against the rising tide of social inflation, healthcare organizations must move

toward a "data-driven" approach to patient safety and risk management.  This involves

capturing high-fidelity clinical signals directly from the source.

PROMs as Legal Admissibility

Patient-Reported Outcome Measures (PROMs) are questionnaires that ask patients to

quantify their symptoms and physical function.

Filling the Data Gap: Unlike clinician notes, which are interpretations of a patient's

status, PROMs are the patient's own "voice" captured in a standardized format.
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Early Warning Systems: In a liability context, PROMs serve as an early warning system.

If a patient indicates they are doing well functional-wise, it provides a strong defense

against claims of negligent recovery.  Conversely, if a patient reports worsening

symptoms, automated alerts enable rapid remediation before an adverse event occurs.

Remote Patient Monitoring (RPM) and Biometric Proof

The continuous collection of physiologic data—blood pressure, heart rate, or glucose—

provides a 24/7 audit trail of the patient’s condition.

The "Black Box" of Post-Surgical Care: Most malpractice claims originate during the

post-operative window when patients are outside the direct observation of the clinical

team.  RPM provides the "black box" evidence needed to prove that a provider’s

intervention was medically appropriate and that any complications were detected and

managed in accordance with the standard of care.

Data-Driven Clinical Pathways (CEBPWs)

Developing Clinical Evidence-Based Pathways (CEBPWs) using "big data" allows

organizations to standardize treatment protocols and align them with diagnosis-

reimbursement criteria.

Reducing Variation: CEBPWs detect upcoding and overtreatment while enabling early

warnings for sub-optimal results.  By following an engineered pathway supported by

objective criteria, a physician can demonstrate that their decisions were rooted in the

highest-probability outcomes rather than "guesswork".

NEGOTIATING THE DISCOUNT: THE MSO STRATEGY
 
The financial incentive for implementing a "Liability Shield" is a reduction in insurance

premiums. In 2026, many insurers are beginning to offer "experience-rated" discounts for

organizations that utilize technology to minimize risk.

Transparency and Resolution: Communication-and-resolution programs (CRP) that

emphasize early, transparent disclosure of unanticipated events—backed by verified

data — have been shown to improve liability outcomes.  When errors occur, having

a "ground truth" data record allows for faster settlement and lower defense costs.
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Audit-Ready Defense: By maintaining "audit-ready" datasets that meet federal veracity

standards (like those in the CMS ACCESS and WISeR models), organizations can prove to

underwriters that they have superior oversight mechanisms in place.

Malpractice Premium Negotiation: Large Physician Management Organizations (MPOs)

and MSOs can leverage their aggregate "Outcomes Attainment Rate" to negotiate

volume-based discounts on professional liability and stop-loss insurance.

STRATEGIC IMPLICATIONS FOR EXECUTIVE
LEADERSHIP
 

Transition from "Defensive" to "Data-Driven" Medicine: Invest in systems that

capture high-trust evidence as a byproduct of care.  This shifts the organization’s value

from a volume-based service business to a tech-enabled asset protected by

an "Outcome Shield".

Integrate Risk Management with Clinical Informatics: Ensure that the data captured

via RPM and PROMs is directly accessible to risk management teams to identify potential

disputes before they reach the litigation stage.

Mandate Documentation Integrity: In the era of the Veracity Mandate, documentation

is a revenue defense tool.  Implement AI-driven oversight to ensure that clinical notes,

codes, and patient-reported data are perfectly reconciled.

CONCLUSION
 
The 2026 Veracity Mandate has effectively made data the primary currency of medical

liability.  In a world of social inflation and $5 million "nuclear" settlements, physicians can no

longer rely on the ambiguity of the written note or the imprecision of a billing code.  

By deploying verified outcomes through Circle Datasets, providers can construct an

immutable "Liability Shield" that protects their professional autonomy, ensures patient

safety, and directly reduces the cost of clinical operations.
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