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Disclaimer

The content in this seminar will not 
apply in all situations or in all 
jurisdictions

Different facts often require different 
Numbers, Studies & Statistics  



The Replacement Value of a Life

Essential Elements
 Loss of Earning Capacity  that would have been 

earned as occupational compensation, less 
mitigating earnings still able to produce, if any
◦ Personal Consumption or Maintenance 

deducted in WD cases
 Loss of Fringe Benefits that are part of the 

occupational earning capacity



The Replacement Value of a Life

Essential Elements
 Loss of Household Services that would have 

been performed, less services still able to 
perform

 Medical & Rehabilitation Bills incurred in the 
past plus estimates of future bills from a Life 
Care Plan

 Discount all Losses to Present Value, usually to 
the Trial Date



The Basic “Formula”

+ Loss of Earning Capacity over Worklife Expectancy
- Mitigating Earnings
- Personal Consumption or Maintenance
= Net Earnings Loss
+ Loss of Fringe Benefits
+ Lost Production of Household Services over Life 
Expectancy
+ Future Medical Expenses
= Total Loss (i.e., Total Damages) @ Present Value

Present Valued



Sources of Information
 Determining Economic Damages, James Publishing, 

Stanley P. Stephenson, Ph.D., David A. 
Macpherson, Ph.D. and Gerald D. Martin, Ph.D.

 Personal Injury Damages Advocate and 
Wrongful Death Damages Advocate software, 
ValuSource.com

 Journal of Forensic Economics  published by the 
National Association of Forensic Economics 
(NAFE), www.nafe.net

 A number of studies and websites will be 
referenced throughout



Why Does Present Value Matter?

 Economic losses are calculated to the “Present 
Value” to quantify a steady stream of lost past 
and lost future income into a single, lump-sum 
figure for settlement or award purposes

 The Present Value of the economic losses is 
“The Replacement Value of a Life”



Timeline for a Damages Analysis

Loss of Earning Capacity & Loss of Fringe Benefits

Injury
Date

Past or 
Pre-Trial

Future or 
Post-Trial

Worklife
Expectancy 

Trial
Date

Life
Expectancy

Loss of Household Services & Medical Bills



Worklife Expectancy (“WLE”)
 Years that the subject could have worked
 The more education the more WLE
 Generally DO NOT use a Social Security Age 

without a good reason as a stand-alone scenario 
without an alternative WLE

 Generally DO use the statistical studies
◦ Source: "The Markov Process Model of Labor Force 

Activity: Extended Tables of Central Tendency, Shape, 
Percentile Points, and Bootstrap Standard Errors", 
Gary Skoog, James Ciecka & Kurt Krueger, Journal of 
Forensic Economics, 22(2) 2011, pp. 165-229







Earning Capacity

 Actual Earnings History
◦ W-2, tax return, paystubs, deposition

 Vocational Expert
 Earnings Capacity
◦ Unemployed
◦ Information not available
◦ Future expectation is different
◦ Child

 Deduct mitigating earnings in PI cases





Personal Maintenance

 Used in Wrongful Death cases
 Consumption vs. Maintenance
 Consumption-expenses personal to the subject
 Maintenance-expenses to keep you alive
 TN Case – Wallace v. Couch
◦ Deceased's probable living expenses had the 

deceased lived. Those that under the standard 
of living followed by the deceased would have 
been reasonably necessary for him to incur in 
order to keep himself in such a condition of 
health and well being that he could maintain 
his capacity to earn money



Personal Maintenance

 TN Case – Wallace v. Couch
◦ Deceased's probable living expenses had the 

deceased lived. Those that under the standard 
of living followed by the deceased would have 
been reasonably necessary for him to incur in 
order to keep himself in such a condition of 
health and well being that he could maintain 
his capacity to earn money.



Personal Maintenance

 Consumption Source:  "Patton-Nelson Personal 
Consumption Tables 2011-12", Michael R. Ruble, 
Robert T. Patton and David M. Nelson, Journal 
of Legal Economics 21(1), 2014, pp. 41-55.

 Maintenance Source: BLS Table 3403. Consumer 
units of one person by income before taxes: 
Average annual expenditures and 
characteristics, Consumer Expenditure Survey, 
2012-2013









Fringe Benefits

 Paid Leave / Vacations
 Supplemental Pay / Overtime
 Insurance
◦ Life, Health, Disability

 Retirement Plans
◦ Defined Benefit & Defined Contribution

 Legally Required
◦ SS, Medicare, Unemployment & Workers’ Comp.

 Other unconventional benefits 



Fringe Benefits
Source:    Bureau of Labor Statistics Economic 
News Release, "Employer Costs for Employee 
Compensation", Table 6. 





Lost Production of Household 
Services
 Assumed to be unable to perform services
◦ May need a vocational or medical expert

 Economic value is lost to the family because the 
service will:
◦ not be done at all or not as often
◦ be done by someone else in the household (at 

the expense of other things the "someone else" 
might have been doing)
◦ require outside assistance which may have to be 

paid for that otherwise would not



Lost Production of Household 
Services

Source: Expectancy Data, The Dollar Value of a 
Day: 2014 Dollar Valuation. Shawnee Mission, 
Kansas, 2015.







Discount Rate

 Investment rate for the present value lump sum 
award with little to no risk
◦ Jones and Laughlin Steel Corporation v. Howard 

E. Pfeifer (462 U.S. 523; 1983; US Sup Crt)

 Nominal Approach-Includes inflation
 Net Approach-Excludes inflation
 Total Offset-Inflation offsets discounting
 Source: U.S. Federal Reserve Statistical release 





The Basic “Formula”

+ Loss of Earning Capacity over Worklife Expectancy
- Mitigating Earnings
- Personal Consumption or Maintenance
= Net Earnings Loss
+ Loss of Fringe Benefits
+ Lost Production of Household Services over Life 
Expectancy
+ Future Medical Expenses
= Total Loss (i.e., Total Damages) @ Present Value

Present Valued




