
CONSUMERISM HITS INSURANCE

I f your insurance premiums have
been going up lately, take heart.

So is everyone else’s.
Consumer i sm—and  t he  h i gh

temperature litigation fever that
feeds on it—is coming dangerously
close to suing business right out of
business. To keep up with the in-
credible suing business, insurance
companies are hiking premiums.

Myron DuBain, chairman and
p r e s i d e n t  o f  F i r e m a n ’ s  F u n d
American Insurance Companies,
warns that if something isn’t done
to ease the pressure an economic
breakdown is likely.

For manufacturers and suppliers
in the wall and ceiling industry,
product liability coverage is ap-
proaching high alt i tude propor-
t ions, and many contractors are
finding insurance much more ex-
pensive and harder to get. In some
cases, contractors have already
found it unavailable or unrenew-
able from their existing insurers.

What’s doing it is the court sys-
t em,  l i kened  by  some  now to
“gambling places,” where the con-
sumer has lately been favored over
business.

Verdicts favoring plaintiffs, in a
legal atmosphere that pummels the
definition of product liability, have
produced an alarming increase in
t h e  n u m b e r  o f  c a s e s  a g a i n s t
businessmen. One million liability
suits were filed by consumers last
year. That’s a whopping 83% jump
over 1974 and a 1,000% increase
over 10 years ago.

P roduc t  l i ab i l i t y  su i t s  cos t
American firms at least $120 billion
in 1975.

Much of the blame is leveled at
the legal profession. Cut out of au-
tomobile suits by no-fault insur-
ance, the profession is accused of
encourag ing consumers to  f i le
product liability suits and are thus
creating the new trend.

Such litigation, accusers say, is
firmly grounded in the contingency
fee system, under which lawyers
are paid one-third of a cl ient ’s
award, for “encouraging lawyers to
pursue even the weakest cases.”

The consequent rise in product
liability insurance premiums alone
has staggered many manufacturers
of wall and ceiling products. To-
day, increases of 400% are not
uncommon—and these increases
necessarily are being passed onto
the contractor-purchasers.

An Iowa manufacturer wrote to
the Iowa Manufacturers Associa-
tion Product Liability Committee
that his premium had gone from
$1,736 last year to $27,967 this
year, a 16-fold increase. o
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