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Social Inflation?

• Liability costs change for reasons other than changes in frequency and severity of 
harm caused by defendants, or in cost of underlying goods and services.

• Changes can be social, legal, strategic, technical, etc. 



Why is social inflation a problem for insurance?





Commercial Auto Liability Direct Losses Incurred
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Trends in large verdicts/settlements

Source: Oh, S.S., 2020. “Social Inflation,” Working Paper University of Chicago



Trends in large verdicts/settlements

Source: Oh, S.S., 2020. “Social Inflation,” Working Paper University of Chicago



Commercial Auto Losses
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What causes social inflation?



Plaintiff bar performance



Advertising 



Tactics



Litigation funding



Public 
attitudes
• Income inequality
• #MeToo
• Social justice
• Equity



How to address social 
inflation?



Invest in technology and information

Databases Analytics



Evaluate legal 
defense 
strategies

Compensation

Collaboration 



Product innovation

• Cost sharing

• Parametric coverage
• Liability risk securitization 



Join the public 
policy 
conversation

• Current insurer advertising 
• Consolidation



Thank you

Lars.Powell@ua.edu
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