
A Consumer Guide
How legal system abuse 
impacts you



What is legal 
system abuse?
In the United States, the courts — which play a vital 
role in our legal system — interpret the laws, resolve 
disputes, and provide remedies for individuals and 
businesses. However, in recent years, the legal 
system has faced significant challenges from 
plaintiff attorney practices that have reportedly 
increased costs, settlement times, and inflated 
verdicts. These practices are referred to as 
legal system abuse.

https://www.iii.org/sites/default/files/docs/pdf/triple-i_state_of_the_risk_legal_system_abuse_02262024.pdf
https://www.iii.org/sites/default/files/docs/pdf/triple-i_state_of_the_risk_legal_system_abuse_02262024.pdf


How does legal system 
abuse impact consumers?
Common tactics used by plaintiff attorneys have caused 
claims costs to rise above general economic inflation, 
and are leading to higher costs for consumers. It also 
causes the depletion of municipal resources, financial 
strain on insurers, and disincentives for businesses 
to take risks.

https://www.dri.org/docs/default-source/dri-white-papers-and-reports/social-inflation.pdf


Aggressive attorney advertising 

Attorneys use TV, radio, billboards, social media, and more to 
encourage plaintiffs to file lawsuits. Attorneys are promising 
large and rapid payouts to entice clients, file more lawsuits, 
and desensitize the public to large jury awards.

Jury anchoring 

Once a case goes to trial, plaintiff attorneys intentionally 
mention an extremely high award amount as a starting point 
for the jury to consider — even well beyond what juries 
typically award in similar cases or even a judge may deem fair. 
This starting point often serves as an “anchor,” significantly 
elevating the final award.

Four common tactics of 
legal system abuse
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Phantom damages 

Plaintiff attorneys sue for damages calculated using the dollar 
amount a patient was billed for a medical service provided, 
instead of the amount the patient, their insurer, Medicare, 
Medicaid, or workers’ compensation paid for treatment. 
Essentially, it’s the portion of the bill that’s never actually paid 
and is therefore a fictional or “phantom” cost. 

Third-party litigation financing (TPLF) 
TPLF enables hedge funds and other financiers to invest in 
litigation, in exchange for a percentage of any settlement or 
judgment and provides high enough rates of return to attract 
billions of dollars of new deal commitments each year. 
There is growing concern about foreign adversaries using 
TPLF to undermine the interests of the US. The involvement 
of these external funders is usually not disclosed, and often 
contributes to more lawsuits, longer times to resolve cases, 
and ultimately less money for the injured parties.

While these tactics may increase jury awards, often plaintiffs only receive a  
portion of the award. In addition, the increased costs of litigation ultimately 
fall on consumers and business owners.
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Dollars fueling legal 
system abuse in 2024 

Spent on legal advertising source

TPLF assets under management source

$2.5bn

$16bn  

https://www.atra.org/white_paper/legal-services-ads-2020-2024/
https://www.westfleetadvisors.com/westfleet-insider-2024-litigation-finance-report/


*Tort costs are expenses incurred due to civil wrongs or injuries, including compensation for damages 
like medical bills, lost wages, and pain and suffering, as well as legal fees and insurance costs. 

How much does legal 
system abuse cost?

Per family of four due to increased costs for 
consumer goods and services as a result of 
tort costs* source

Jobs lost due to the impact of excessive 
tort costs on the US economy source

Small business tort costs source

$6,664  

4.8m 

$160bn 

https://www.atra.org/2025/04/07/americas-367b-lawsuit-epidemic/#:~:text=Imagine%20paying%20an%20extra%20%241%2C666,groceries%2C%20education%2C%20or%20savings
https://dashboard.atra.org/
https://instituteforlegalreform.com/wp-content/uploads/2024/11/2024_ILR_USTorts-CostStudy-FINAL.pdf


How much of the award is  
left for the plaintiff?
For illustrative purposes only. Source: Bloomberg Law

While lawyers and their ads claim plaintiffs win big, the reality is different. Plaintiffs 
typically receive just a portion of the awards. In some cases, investors can earn 20-40% 
or more of the proceeds of the case. Additionally, the plaintiff may incur other costs, 
such as medical expenses, which could affect the final amount they receive.
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https://instituteforlegalreform.com/what-you-need-to-know-about-third-party-litigation-funding/


Aggressive 
attorney 
advertising 
and other 
practices
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Legal system abuse, driven by 
aggressive attorney advertising, 
third-party litigation financing, jury 
anchoring, phantom damages, and 
other tactics, is contributing to a 
growing litigious environment 
that is increasing costs for both 
consumers and business owners.

Impact on consumers 
and business owners
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“While consumers and business owners believe they’re receiving 
large settlements, in reality, injured parties can be left with less 
money — in some cases substantially less — than if they had settled 
their claim and had their injuries paid for directly without attorneys 
or funders involved.”

Sean Kevelighan
Chief Executive Officer
Insurance Information Institute

Joshua Hackett 
Head of Casualty
Munich Re US

“Raising awareness and educating people about the negative 
impacts of legal system abuse is critical. If left unchecked, 
it will continue to increase costs for all.”



By accessing the resources below, you can further 
educate yourself about legal system abuse and  
its impact. 

Related links 
Insurance Information Institute (Triple-I)
•  Stop legal system abuse 
•  How legal system abuse drives social inflation 
•  Third-Party Litigation Funding (TPLF)

Munich Re US
•  Legal system abuse reforms are needed to lower consumer costs 
•  Legal system abuse inflates costs for all 
•  Impact of legal system abuse on the US civil justice system 
•  Infographic: Legal system abuse

How can you help combat 
legal system abuse?

https://www.iii.org/stoplegalsystemabuse
https://www.iii.org/article/social-inflation-hard-to-measure-important-to-understand
https://www.iii.org/sites/default/files/docs/pdf/triple_i_third_party_litigation_wp_07272022.pdf
https://www.munichre.com/en/company/media-relations/media-information-and-corporate-news/business-news/2025/business-news-2025-02-04.html
https://www.munichre.com/en/insights/business-risks/legal-system-abuse-inflates-costs-for-all.html
https://www.munichre.com/en/insights/business-risks/impact-of-legal-system-abuse-on-the-us-civil-justice-system.html
https://www.munichre.com/en/insights/business-risks/legal-system-abuse.html


The information provided in this document is for general informational purposes only and does not constitute 
legal, financial, underwriting, or other professional advice. The recipient should consult with its own counsel or 
other advisors accordingly to verify the accuracy and completeness of any information used and as determined 
by the recipient’s particular circumstances. Examples given are for illustrative purposes only. The information 
presented here should not be construed to create either expressly or by implication any certification or 
guarantee of any kind that the use of these principles will necessarily produce your desired result. 
Munich Reinsurance America, Inc., its affiliates, and the Insurance Information Institute (Triple-I) disclaim 
any and all liability whatsoever resulting from use of or reliance upon this material.

© 2025. All rights reserved. Munich Reinsurance America, Inc. 
(Munich Re US) and Insurance Information Institute (Triple-I).

Munich Reinsurance America, Inc.
Munich Reinsurance America, Inc. (“Munich Re US”) is one of the largest reinsurers in the United States. 
We provide reinsurance coverages, specialty reinsurance, and risk management solutions to commercial and 
personal lines insurance carriers, agents and brokers, program administrators, and managing general agents.
Learn more about Munich Re US at munichreamerica.com.

Insurance Information Institute
Known throughout the insurance industry as Triple-I, it is the trusted voice of risk and insurance, providing unique, 
data-driven insights to educate, elevate, and connect consumers, industry professionals, public policymakers, and media. 
For more than 60 years, Triple-I has provided definitive insurance information. Learn more about Triple-I at iii.org. 


