
Management Liability
RISK DRIVERS

Employment Practices Liability 
•    The median verdict in employment cases tried in 2018 was 

$200,000, a 280% increase over 2012. Note that figure does 
not include defense expenses, or plaintiff attorney fees, which  
are often awarded.1   

•    The EEOC reported that 2019 had the second-highest 
number of sexual harassment charges since 2012 and 
obtained sexual harassment settlements on behalf of 
employees of $68.2M, an increase of more than 20%.  
Further, the percentage of charges alleging retaliation 
increased for the 17th year in a row, 53% of EEOC  
charges now allege retaliation.   

•    Developing law around privacy protection has produced  
a flurry of class action activity; for example, on average one 
new class action per day was filed under the Illinois Biometric 
Information Privacy Act during the last half of 2019.2 

Public Company D&O    
•    Securities Class Actions (SCA’s) continue to be filed at 

historically high rates; drivers include M&A, “event-driven” 
litigation and the Cyan decision which potentially increases 
the number of securities cases brought in state courts.

•    In 2019, just under one out of every eleven (8.7%) U.S. listed 
companies was hit with a securities suit. The likelihood of 
a U.S. listed company getting hit with a securities suit is the 
highest it has ever been.3 

•    The median settlement value of a SCA in 2019 was $12.4M, 
the highest recorded since 2012 and approximately $900,000 
more than the 2018 inflation-adjusted value.4 

Private Company D&O    
•    Experience drivers include several years of highly competitive 

pricing, diversity in the types of claims made and an overall 
increase in frequency of litigation and size of defense costs.5 

•   Business torts continue to drive losses with increased 
diversity in the types of claims made against both 
management and insured organizations.  

Fiduciary Liability      
•    In FY 2019, the Department of Labor (DOL) recovered 

nearly $2.6B for plan participants and beneficiaries, a 60% 
increase over the prior fiscal year. Similarly, the DOL closed 
67% of its 1,146 civil investigations with monetary results and 
closed 275 criminal investigations including 80 guilty pleas or 
convictions of individuals.6 

•    Several large national insurance brokers reported fiduciary 
premiums increased in 2019 from 0%-10%, even on small 
accounts. Accounts having a large plan, ESOP or other  
high-risk exposures could see premiums increase much  
more than the 0-10% range. 

•    Fiduciaries of 401(k) plans with assets as small as $9M have 
been sued for a breach of ERISA alleging excessive fees were 
charged by service providers. One plaintiff’s firm has collected 
over $334M in settlement dollars from these excessive fee suits.7

Crime/K&R      
•    Crime claims impacted by Social Engineering schemes – the 

2018 iC3/FBI Annual Report indicates total adjusted loss from 
such incidents exceeded $1.2B.8 

•    Cyber Extortion/Ransomware claims – losses from 
ransomware have been increasing since 2018.9 

Cyber      
•    Claims, largely driven by ransomware, have increased in 

both frequency and severity over the past three years and 
this trend is likely to continue. Ransomware demands have 
increased significantly and are often in the six and seven 
figures.

•    With ransomware claims there are often additional costs 
other than the ransom itself, including restoration costs, 
business income loss, as well forensic and legal service costs.

•    Other types of Cyber losses have also increased over this 
time, including Cyber Crime (Social Engineering Fraud, 
Vendor or Client Payment Fraud, etc.) and 3rd party claims 
associated with violations of privacy laws.

In today’s business environment organizations of all sizes are facing increased risks.  Several factors, including the increased 
likelihood of being sued which is at a historically high level, have impacted losses within various coverage lines.  Now more than  
ever the protection offered by Travelers is needed. 
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Industry-Wide Profitability: 
•    A major national retail agency noted that 3Q19 and 4Q19 

management and professional liability pricing across most 
products continued to trend higher than projections made 
at mid-year 2019.

•    Several national brokers have noted that financial and 
professional liability rates in the U.S. increased by more than 
10% in 3Q19, impacted in part by public D&O pricing.    

•    According to other industry sources, the D&O market for 
privately held firms is generally reporting 5-10% premium 
increases and 10%+ premium increases on accounts with 
prior losses.

•    Carriers are pulling (or “correcting”) their North American 
D&O capacity generally; with one major carrier reporting a 
20% reduction in limits for its financial lines clients.10

Legal Landscape:   
•    Social Inflation – As outlined in a 2019 Travelers Enterprise 

Market Research Jury Pool Attitude Survey of 500 potential 
jurors:
•    People are more likely to sue. Nearly 30% more 

respondents stated they were more likely to sue both large 
and small companies when compared with a similar group 
surveyed in 2011. 

•    Respondents in the 18-34-year age group in particular were more likely to sue. 52% of such respondents stated they  
were likely to sue a big company if they felt wronged, which was substantially higher (by approximately 60%) than survey 
responses by those in other age groups.   

•    Law firms spent over $1B on television legal advertising in 2018, up 90% from that spent in 2008; also, there were over  
12 million television ads for legal services, up 138% from the number in 2008.11 

•    Public concern over big data and privacy have fueled the adoption and increased enforcement of laws to protect consumer 
information – examples include the California Consumer Privacy Act (CCPA), the Illinois Biometric Information Privacy Act (BIPA) 
and the EU General Data Protection Regulation (GDPR).   

•    Broader awareness around employment protections, consumer privacy and growth in ransomware claims has led to a dramatically 
elevated frequency and severity of claims against organizations.

•    Activism around protections for shareholders of publicly traded companies, employee benefit plan participants and consumers has 
contributed to an increase in class action litigation.

The following points provide context around recent market conditions. Pricing decisions are made based upon individual 
account characteristic and in accordance with applicable rate plans.




