OVERVIEW OF SETTLEMENTS (09/09/2005)
1. Why do people settle cases?
2. Amount you’d settle for would depend on % of winning

1) 50% * $2M = $1M * 100%

2) The Π would settle for, and Δ would be willing to pay, $1M

3. Both Π & Δ are better off if they agree on the $1M figure 

4. The declining marginal utility of money:

1) The 1st $1M changes your life, it makes you financially secure
2) The 2nd $1M, while not chump change, is not worth as much to you, ditto

3) By the time you’re Bill Gates, you don’t even stop to pick up $1M

5. RISK is a BAD thing, and people s/h to pay you to take it

1) That’s why 50/50 chance of $2M is NOT worth a 100% chance of making $1M b/c of the risk involved

2) If you wanted to flip the coin, you wouldn’t be compensated for your risk

6. Both the Π & Δ are better off for settling for $1M
1) Both get the same avg return they would have gotten had they tried the case, AND

2) They both have completely eliminated their risk

7. Both parties completely eliminated their risk for free

8. ( Eliminating Risk therefore is the main reason cases should settle:  As long as BOTH parties share the same view about

1) How much the case is worth (ultimately can recover), AND

2) What the % of success are 
9. Also eliminates the cost of actually trying the case

10. Thus, we have eliminated both risk AND cost of trying the case

