DAMAGES

THE EFFECT OF INFLATION ON DAMAGES FOR FUTURE LOSSES

Under the modern view expressed
by a majority of jurisdictions, nglud-
ing California, the effect of anticipat-
ed inflatlon is a proper factor 10 ba
considared by the jury in arrlving at
an award for damages for future
losses,

As early as 1948, Califarnia law
approved consideration of inflation
as a matter of economic reality. In
Kirchar v, Atchison, T. &8 5. F. By, Ca.
(1948) 32 Cal2d 176, 187, the Court
stated:

Itis a matier of common Knowl
adge, and of which judicial notce
may ba taken, thal the purchasing
povrer of the dollar has decreased
to approximately one-hall whal It
was prior to the presant inflationary
spiral [citations armittad], and the
trier of facts should take this factor
into gonsideration in determining
the amount of damages necessary
to compenzate an injured person
for the loss sustainad as a rasult of
the injuries suflerad.

See also Burke v. City and Coumnty
of Ban Francieco (1952) 111 Cal.
App. 2d 314, 321-322.

In Mifes v. Cily of San Rafael
(1974} 42 CalApp.3d 230, 243, the
courl uphakt 3 verdict of $4,025,000
for an 11-yaar oid disablad boy and
rejectad the defendant’s argument
that the inflation rates were 100 high,
The court stated thal anticipated lu-
tureé increases in madical expenses
may be considersd by tha jury and
that experl testimony may e used
with regard 10 a “subject that is surfi-
gigntly baeyond common experence
that the opinion of an expert would
assigt the trnar of fact,” clting Evi-
dence Coda section 801.

Also, in Rodriguez v. McDonnel
Douglas Corp. (1978) 87 Cal. App.3d
626, 662, the Court rejected the da-
fendant's argument that In making
tha award it was Impropar o the jury
to take inte account inflationary
trends. Tha courl noted that Calitor-
nia law has long approved consider-
auon of the factor of Inflation as a
matter of economic reaiity.

In Unifed States v. Enghsh 521
F.2d &3 {gth Cir. 1975}, the court,
apptying Californla law, recogmzed
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the propriety of considering futura
inflation in awarding damagas, stat-

ng: "We hold that a trher of fact may
take Ino account Future astlimates of
changes in the purchasing power of
mnoney ih arviving at a damage award
under California law." The Court cau-
licned that the estmate of future
inflation must be supportad by sound
and substantial aconomic evidanca.
i, at pp. 74-T6. The correctnesa of
this declsion was recognized by the
Urnited States Supreme Court In
Jores & Lavghlin Stsel Corp. v.
Plaifer {1983) 462 1.5 523, 541, V8
L. Ed. 2d 755; 103 3. Ct. 2541,
Similarly, United States v. English,
supra, was followed and approvad in
Savars v. Alaska Barge. 600 F.20
228, 244-248, (Wh Cir. 1979), which
held that the disinct court arred in
refusimg to adjust an award 1o reflect
the impact of [uture inflation in view
of the sound and substantlal evi-
dence prosented by the plaintlff per-
1aining to the impact of injflation.
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I Mahey v. Hughes Toof Co. 569
F.2d 459, 477 (9th Cir. 1977), a diver-
sity acton under California law, an
estimate of future Inflationary rands
was faken into account whan com-
puting future lost sarmings,

Tha nead to considar the affact of
tnflation on damage awards also was
noted in Vasay v. Unitad Siates 626
F.2d 827, 631-632, {Oth Cir, 1880}
where the court recogmzed that an
inflation factor ¢an Increass the
award of damages in a wrengiul
death action. The dacision, however,
was based upon plaintiffs fadure to
connect offered avidence that relat-
ed to inflaticnary trends to the eéx-
pected erosion of the decendent's
tuture garming capacity. Lae., the
plaintiff falked o maet tha the -
quiraments set forth in United Siates
v. English, supra, which requires that
the trier of fact, In awarding dam-
agas, anly consider estimates ol fu-
ture changes and the purchasing
power of monay which are based on
sound and substantial 2ConoMmic eyi-
dences, Other Nnth Circult cases roc-
agnizing that antlcipated Inflation is a
propear factor to be considered by the
trier of fast in determining the
amount ¢f future lossas are Alma v,
Mamuefacturar's Hanover Trust Co.
634 F.2d 622 (9th Cir. 1982); Shaw v.
United States 741 F.2d 1202 {#1h CGir,
1984); and HoMlinger v. United Stales
651 F.2d 836 (Sth Cir, 1981),

Flaintiits™ altorneys should always
present expert aconomic testimony
cancerning inflation and request that
the jury be instructed that inflation is
& proper factor to be considered in
determining the amount of damages
for future 10ss bafore reducing future
kasses to prasant value, [ ]
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