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US Tort System Costs $429B,
but Plaintiffs Get Just 57
Percent of That, Report Says

The U.S. Chamber of Commerce's Institute for Legal Reform released the
report on Wednesday at its annual summit, along with a white paper that
called on Congress to reform securities laws.

By Amanda Bronstad | October 25, 2018

U.S. tort system costs totaled $429 billion in 2016, or 2.3 percent of the nation’s gross
domestic product, but plaintiffs got just 57 cents on the dollar. That's according to
report released on Wednesday by the U.S. Chamber of Commerce’s Institute for Legal

Reform at its annual summit in Washington, D.C.

The report
(https://images.law.com/contrib/content/uploads/documents/292/34551/Chamber-
study-Costs-and-Compensation-report.pdf), called “Costs and Compensation of the U.S.

Tort System,” gave a state-by-state breakdown of costs that also included insurance
payouts and legal fees to both defense and plaintiffs attorneys.
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“Costs and Compensation of the U.S. Tort System.”

“Historically, we have the most expensive tort system in the world, but cost does not
equal value when little more than half of each dollar goes to plaintiffs,” said Institute for
Legal Reform President Lisa Rickard in a statement on Wednesday. “Our tort system
totaled about $3,330 per household—or almost double the average cost of putting gas
in your car—an alarming trend when you consider that over 40 cents per dollar go to
attorneys’ fees and other costs.”

The group also released a white paper
(https://images.law.com/contrib/content/uploads/documents/292/34551/Chamber-

study-Securities-Class-Action-report.pdf), prepared by Mayer Brown

(https://www.law.com/law-firm-profile?id=199&name=Mayer-Brown) partner Andrew

Pincus in Washington, D.C., on the growth of securities class action filings. Citing the
findings of other reports, such as Cornerstone Research and Stanford Law School’s

Securities Class Action Clearinghouse




(https://www.law.com/nationallawjournal/2018/07/25/report-shareholder-lawsuits-

being-filed-at-record-pace-and-theyre-getting-bigger/), that paper found that

shareholders filed lawsuits in 85 percent of mergers and acquisitions worth more than
$100 million.
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encouraged Congress to enact the first reforms in securities laws since the Private
Securities Litigation Reform Act of 1995, which has failed to stem a new wave of
shareholder cases.

“Securities class action lawsuits are spiraling out of control: Plaintiffs’ lawyers are filing
more meritless lawsuits than ever before,” Rickard said in a statement. “This scam
forces companies to provide a few meaningless disclosures and to pay fees to plaintiffs’
lawyers, while shareholders get nothing.”



The Chamber's Institute for Legal Reform released both reports while outlining
emerging trends at its 201" annual summit. Those trends included third-party litigation
financing, class actions in Europe and “locality litigation,” or the practice of cities and
counties bringing lawsuits, such as the majority of the cases brought over the opioid
epidemic.

The American Association for Justice, the nation’s largest plaintiffs’ bar organization,
discounted the findings of the Chamber’s reports.

“The Chamber’s claims on the costs of litigation have no basis in reality and include
items tangentially associated with litigation, like insurance companies’ administrative
costs and profits,” wrote AA] spokesman Peter Knudsen. “Then, on the same day, they
advocate curbing the ability of shareholders to hold a company accountable if it
defrauds its investors. These ‘reports’ serve as more proof that the Chamber will do
and say anything to make sure that unscrupulous pharmaceutical companies, big
banks, and large corporations are never held accountable in court.”

But Bryan Quigley, senior vice president of strategic communications at the Institute for
Legal Reform, said the tort costs study is the most comprehensive since a 2011 report
by Towers Watson (now Willis Towers Watson). He said the report’s goal isn't to
recommend fixes but to provide data to back up many of the Chamber’s concerns,
some of which are at the heart of legislative proposals

(https://www.law.com/nationallawjournal/almID/1202780976459/chamber-cheers-and-

advocates-fret-as-house-passes-sweeping-class-action-reform/).

“We believe this is really a foundational set of data for what we do in terms of
advocating for a better civil justice system,” Quigley said.

The tort costs report was based on insurance claim data compiled by The Brattle
Group, which is a consulting firm, and the Alabama Center for Insurance Information
and Research at the University of Alabama’s Culverhouse College of Business.



The report, which looked at litigation brought under both common laws and statutory
laws, found that $250 billion of the 2016 tort costs came from a broad range of
commercial and personal liability claims. Another $160 billion came from automobile
accident claims, and medical malpractice litigation accounted for $19 billion.

The report revealed what it deemed an inefficient legal system. Of the $429 billion total,
$244 billion went to compensate plaintiffs, but plaintiffs lawyers got $77 billion, defense
lawyers $58 billion, and $51 billion covered insurance costs.

“If you break down the cost component, our study shows only 57 cents of every dollar
is actually getting to the victims,” Quigley said. “The rest goes to plaintiffs and defense
costs, or administrative and transfer costs. All the costs are not going to the people who
purportedly the system is there for: the plaintiffs themselves.”

The report has a breakdown of each state’s tort costs as a percentage of its gross
domestic product. The report found that states with the most-expensive tort systems
had costs up to 2.1 times larger than the least-expensive states. Wyoming, for instance,
was the least expensive, with costs of 1.6 percent its gross domestic product, while
Florida had the highest at 3.6 percent. Other states with the most expensive tort
systems were New Jersey (3.1 percent), New York (2.9 percent) and Delaware (2.7
percent).
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