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DISCLAIMER

The views and opinions expressed in the articles published in the Indian Journal of Legal
Affairs and Research are those of the respective authors and do not necessarily reflect the
official policy or position of the IJLAR, its editorial board, or its affiliated institutions. The
IJLAR assumes no responsibility for any errors or omissions in the content of the journal. The
information provided in this journal is for general informational purposes only and should not
be construed as legal advice. Readers are encouraged to seek professional legal counsel for
specific legal issues. The IJLAR and its affiliates shall not be liable for any loss or damage

arising from the use of the information contained in this journal.
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Introduction

Welcome to the Indian Journal of Legal Affairs and Research (IJLAR), a distinguished
platform dedicated to the dissemination of comprehensive legal scholarship and academic
research. Our mission is to foster an environment where legal professionals, academics, and
students can collaborate and contribute to the evolving discourse in the field of law. We strive
to publish high-quality, peer-reviewed articles that provide insightful analysis, innovative
perspectives, and practical solutions to contemporary legal challenges. The IJLAR is
committed to advancing legal knowledge and practice by bridging the gap between theory and

practice.
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Preface

The Indian Journal of Legal Affairs and Research is a testament to our unwavering commitment
to excellence in legal scholarship. This volume presents a curated selection of articles that
reflect the diverse and dynamic nature of legal studies today. Our contributors, ranging from
esteemed legal scholars to emerging academics, bring forward a rich tapestry of insights that
address critical legal issues and offer novel contributions to the field. We are grateful to our
editorial board, reviewers, and authors for their dedication and hard work, which have made
this publication possible. It is our hope that this journal will serve as a valuable resource for
researchers, practitioners, and policymakers, and will inspire further inquiry and debate within

the legal community.
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Description

The Indian Journal of Legal Affairs and Research is an academic journal that publishes peer-
reviewed articles on a wide range of legal topics. Each issue is designed to provide a platform
for legal scholars, practitioners, and students to share their research findings, theoretical
explorations, and practical insights. Our journal covers various branches of law, including but
not limited to constitutional law, international law, criminal law, commercial law, human
rights, and environmental law. We are dedicated to ensuring that the articles published in our
journal adhere to the highest standards of academic rigor and contribute meaningfully to the

understanding and development of legal theories and practices.
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ABSTRACT

A Doctrinal Evaluation of the Legal Framework Governing Operational Efficiency in
Insurance Claims Management and Its Impact on Customer Satisfaction in India

This study undertakes a doctrinal evaluation of the legal framework governing operational
efficiency in insurance claims management in India and analyzes its impact on customer
satisfaction. The effectiveness of claims settlement processes is a key determinant of policy
holder trust and the insurance sector's overall credibility. The research focuses on major
legislation, including the Insurance Act, 1938, the Insurance Regulatory and Development
Authority Act, 1999, and the Consumer Protection Act, 2019, as well as regulatory guidelines
issued by the Insurance Regulatory and Development Authority of India.

The study is based on doctrinal research, involving an analysis of statutory provisions,
regulatory policies, and judicial interpretations relating to insurance claims management. It
tests the hypothesis that the existing legal framework is effective in ensuring operational
efficiency and thereby enhancing customer satisfaction. The analysis reveals that the legal
framework provides a structured mechanism for timely claim settlement, transparency, and
accountability, while also strengthening consumer rights through effective grievance redressal
systems.

However, the study identifies practical challenges, including delays in claim processing,
uneven implementation, and limited awareness among policy Holders. It concludes that
although the legal framework is largely effective in principle, its actual impact on customer
satisfaction depends on improved enforcement, regulatory compliance, and greater procedural
transparency. The research suggests that strengthening implementation mechanisms and

adopting efficient practices can further enhance the effectiveness of the framework.
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CHAPTER 1

1. INTRODUCTION

Insurance is a contract of indemnity built on trust and the transfer of risk. The true performance
of an insurance contract is tested not at the stage of premium collection, but at the stage of
claim settlement. Delays, arbitrary repudiation, procedural complexity, and lack of
transparency in claims management directly affect policy Holder confidence and satisfaction.
In India, claims settlement is regulated under the Insurance Act, 1938, the Insurance Regulatory
and Development Authority Act, 1999, the Consumer Protection Act, 2019, and regulations
issued by the Insurance Regulatory and Development Authority of India (IRDAI). While these
laws prescribe procedural safeguards and timelines, recurring disputes indicate a possible gap
between legal compliance and operational efficiency.

This study examines whether operational efficiency in claims management is merely an

administrative expectation or a legally enforceable obligation under Indian insurance law.

2. BACKGROUND OF THE STUDY

The insurance sector in India has expanded significantly with increasing policy penetration and
regulatory oversight. The effectiveness of the insurance contract, however, is ultimately tested
at the stage of claims settlement. While the legal framework under the Insurance Act, IRDAI
regulations, and consumer protection laws prescribes procedures and timelines for claim
processing, complaints regarding delay, repudiation, and lack of transparency continue to arise.
These recurring issues raise concerns about whether the existing legal structure adequately
ensures operational efficiency in claims management. As customer satisfaction in insurance
largely depends on timely and fair settlement of claims, it becomes necessary to examine the
legal framework not merely from a compliance perspective but from the standpoint of
performance accountability. This study is grounded in the need to critically evaluate whether

Indian insurance law effectively integrates operational efficiency as a binding legal standard.

3. LITERATURE REVIEW

1. Insurance Law Doctrine and Claims Management

Avtar Singh, Law of Insurance (12th Edition, Eastern Book Company, 2022).

Singh’s text is a foundational reference for insurance law in India. The book elaborates on the

principles underlying insurance contracts, including disclosure, indemnification, and claims
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settlement. It discusses statutory and common law obligations of insurers. However, its
treatment of claims settlement largely focuses on contractual liability and judicial interpretation
rather than analysing whether the law imposes efficiency as a substantive legal standard.
Therefore, it does not bridge the doctrinal gap between legal prescripts and operational
performance requirements, leaving room for doctrinal evaluation of whether Indian insurance
law currently ensures efficiency in claims management.

2. R.K. Bangia, Insurance Law and Practice (13th Edition, Galgotia Publishing Company,
2020).

Bangia provides detailed coverage of statutory obligations of insurers and judicial
interpretations of claims disputes, emphasizing principles like good faith and liability on claims
settlement. The book recognises the role of consumer fora under the Consumer Protection Act,
2019, in adjudicating cases of delayed and wrongful repudiation. However, it largely
approaches claims issues from a litigation and remedy perspective rather than analysing
whether efficiency is structurally embedded in law.

3. P.R. Ghosh, “Judicial Trends in Insurance Claims Settlements: A Consumer Law
Perspective,” Journal of Indian Law Institute (Vol. 64, 2022).

Ghosh’s article analyses judicial decisions interpreting delay and deficiency in service in
insurance claims under the Consumer Protection Act. While it sheds light on the judiciary’s
role in holding insurers accountable, the article focuses on remedial justice after disputes arise,
without assessing whether the legal framework itself mandates performance standards to ensure
operational efficiency proactively.

4. V. K. Sinha & M. Gupta, “Regulatory Oversight and Policy holder Interests: IRDAI’s

Role in Claims Management,” Insurance Regulatory Journal (Vol. 8, 2023).

Sinha and Gupta critique IRDAI’s regulatory instruments for policy holder protection,
including mandatory settlement timelines and interest on delayed claims. The article
acknowledges regulatory intent but questions enforcement strength and practical impact. Still,
it does not extend into a doctrinal analysis of whether operational efficiency is a legal
obligation, showing the need for normative evaluation.

Existing literature on insurance law in India mainly focuses on contractual principles, statutory
interpretation, and judicial remedies for delayed or wrongful repudiation of claims. Other
studies examine customer satisfaction and service quality from a managerial or empirical
perspective. However, there is limited doctrinal research analysing whether operational

efficiency in claims management is embedded as a legally enforceable standard within the
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regulatory framework. Most works address compliance and post-dispute remedies rather than
evaluating the structural adequacy of laws in ensuring timely and efficient claim settlement.
This gap necessitates a doctrinal examination of whether the legal framework meaningfully
compels insurers to maintain operational efficiency and thereby safeguard customer

satisfaction.

4. OBJECTIVES OF THE STUDY

To analyse statutory and regulatory provisions governing claims management in India.
To examine whether operational efficiency constitutes a legal duty under insurance law.
To study judicial interpretation relating to delay and deficiency in service.

To evaluate the relationship between legal compliance and customer satisfaction.

A o e

To identify doctrinal gaps and suggest legal reforms.

5. SIGNIFICANCE OF THE STUDY

This study is significant because it critically examines whether Indian insurance law truly
ensures operational efficiency in claims management or merely prescribes procedural
compliance. By analysing statutory provisions, regulatory mechanisms, and judicial
interpretations, it identifies gaps between legal norms and actual performance in claim
settlement. The research contributes to strengthening policy holder protection by s whether
efficiency is a legally enforceable obligation and highlighting the need for stronger

accountability to enhance customer satisfaction.

6. HYPOTHESIS

The current legal framework adequately ensures operational efficiency in claims management

and effectively safeguards customer satisfaction.

7. RESEARCH PROBLEM

Although Indian insurance law prescribes timelines, procedural safeguards, and grievance
redressal mechanisms for claims settlement, delays, repudiations, and service deficiencies
continue to generate significant consumer disputes. The persistent gap between regulatory
prescriptions and actual claims performance raises a fundamental question: does the existing
legal framework merely ensure formal compliance, or does it effectively mandate operational

efficiency in claims management? The core research problem is to determine whether Indian

Page | 1242


http://www.ijlar.com/

WWW.ijlar.com

Volume 3 Issue 6| July 2026 ISSN: 3049-043X
insurance law embeds efficiency as a substantive and enforceable legal obligation capable of
protecting policy holder satisfaction, or whether it relies primarily on post-dispute remedies

under consumer protection mechanisms.

8. RESEARCH QUESTION

1. Whether the existing statutory and regulatory framework governing insurance claims
management in India mandates operational efficiency as a legally enforceable
obligation?

2. To what extent do the provisions under the Insurance Act, IRDAI regulations, and
consumer protection laws ensure timely and transparent settlement of claims?

3. Whether judicial interpretations have strengthened or diluted the accountability of
insurers in cases of delay and wrongful repudiation?

4. Does the current grievance redressal mechanism effectively address operational
inefficiencies in claims management?

5. Is there a structural gap between legal compliance requirements and actual performance

standards affecting customer satisfaction?

9. RESEARCH METHODOLOGY

This study adopts a doctrinal research methodology, focusing on a systematic analysis of
primary and secondary legal sources. The research is based on an examination of statutory
provisions under the Insurance Act, relevant IRDAI regulations, and consumer protection
legislation governing claims settlement in India. It critically analyses regulatory guidelines
relating to timelines, disclosure obligations, grievance redressal mechanisms, and penalties for
non-compliance.

Judicial decisions of the Supreme Court, High Courts, and consumer forums are examined to
understand how courts interpret operational efficiency, delay, deficiency in service, and insurer
accountability. The study also relies on authoritative commentaries, textbooks by Indian
scholars, law commission reports, and journal articles to interpret the legislative intent and
regulatory objectives.

Primary Sources

Insurance Act, 1938; IRDAI Act, 1999; IRDAI Regulations on claims settlement; Consumer
Protection Act, 2019; and relevant Supreme Court, High Court, and Consumer Forum

judgments on insurance claims.
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Secondary Sources

Textbooks and commentaries by Indian authors on insurance law, peer-reviewed journal
articles, research papers, regulatory reports, and academic studies related to claims

management and policy holder protection.

10. CHAPTERISATION

Chapter I — Introduction

Conceptual framework, background of the study, research problem, objectives, research
questions, scope, and methodology.

Chapter II — Evolution of Insurance Law and Regulatory Framework in India

Historical development of insurance regulation; analysis of the Insurance Act, IRDAI Act, and
regulatory structure governing claims management.

Chapter III — Legal Standards Governing Claims Settlement and Operational Efficiency
Examination of statutory timelines, procedural requirements, duties of insurers, and grievance
redressal mechanisms under IRDAI regulations and consumer protection law.

Chapter IV — Judicial Interpretation and Enforcement Mechanisms

Critical analysis of Supreme Court, High Court, and Consumer Forum decisions on delay,
repudiation, deficiency of service, and insurer accountability.

Chapter V — Comparative Analysis of Insurance Claims Management: India and International
Practices

Chapter VI — Findings and Recommendations and Conclusion

Identification of structural weaknesses in the legal framework and suggestions for reform.

Summary of findings and overall assessment of the adequacy of the legal framework.

CHAPTER II

Page | 1244


http://www.ijlar.com/

WWW.ijlar.com
Volume 3 Issue 6| July 2026 ISSN: 3049-043X

EVOLUTION OF INSURANCE LAW AND REGULATORY
FRAMEWORK IN INDIA
2.1 INTRODUCTION

The evolution of insurance law in India reflects a gradual yet notable shift from disjointed
colonial-era practices to a comprehensive regulatory framework focused on policy holders. As
a legal and financial entity, insurance has historically been influenced by economic needs,
socio-political changes, and the imperative to safeguard public interest. Initially, insurance in
India functioned without a formal legal structure, depending primarily on private agreements
and informal methods. However, as commercial transactions grew more complex and the scope
of risk coverage expanded, the necessity for established legal standards became apparent!.
The contemporary regulatory framework governing insurance in India has emerged through
various phases of legal development, each addressing distinct economic and institutional
challenges. The transition from laissez-faire approaches to statutory regulation, followed by
nationalisation and eventual liberalisation, exemplifies the evolving nature of insurance law.
Notably, this evolution has been both structural and normative, with a growing focus on
transparency, accountability, and the protection of policy holders?.

This chapter conducts a doctrinal analysis of the historical evolution and regulatory framework
of insurance law in India. It investigates the shift from colonial regulation to nationalisation
post-independence, and subsequently to liberalisation and regulatory oversight by the
Insurance Regulatory and Development Authority of India (IRDAI). Additionally, the chapter
delves into how these changes have influenced operational efficiency and claims management

practices, establishing the groundwork for modern legal standards.

2.2 HISTORICAL EVOLUTION OF INSURANCE LAW IN INDIA

2.2.1 PRE-INDEPENDENCE ERA

India's insurance laws date back to the British colonial era in the early nineteenth century.
Formal insurance activity began in 1818 with the founding of the Oriental Life Insurance
Company, which excluded Indian policy holders through discriminatory policies and mainly.

Catered to European interests>.

I'K.S.N. Murthy & K.V.S. Sarma, Modern Law of Insurance in India 3—7 (Butterworths 2018).

2 Rakesh Agarwal, Evolution of Insurance Regulation in India, 45 J. Indian L. Inst. 223 (2013).

* Avtar Singh, Law of Insurance 28-30 (3d ed. 2019) (noting absence of early regulatory mechanisms and prevalence
of malpractice in pre-statutory insurance markets).
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At first, the insurance industry lacked a thorough regulatory structure, which resulted in several
wrongdoings, such as financial mismanagement and capricious claim denial. The Indian Life
Assurance Companies Act, 1912, which established fundamental regulatory restrictions over
life insurance companies, was the first legislative intervention*. However, this Act's reach was
constrained, and it did not address more general concerns about policy holder protection and
claims resolution.

Subsequently, the Insurance Act, 1938, was enacted as a consolidated statute to regulate both
life and general insurance business in India. It introduced licensing requirements, solvency
margins, and regulatory oversight mechanisms. While the Act marked a significant
advancement, its primary focus was on financial stability and insurer regulation rather than
operational efficiency in claims management.

2.2.2 THE INSURANCE ACT, 1938: PILLAR OF REGULATORY DISCIPLINE

The Insurance Act of 1938 represented a pivotal moment in the evolution of insurance law in
India®. It was the first instance in which a comprehensive legislative framework was established
to oversee the operations of insurance companies. This Act aimed to tackle essential issues
such as financial viability, management responsibility, and safeguarding the interests of policy
holders. A key advancement introduced by the Act was the implementation of strict regulations
on the registration and licensing of insurers. By enforcing capital requirements and solvency
margins, the Act sought to ensure the financial robustness of insurance organizations.
Moreover, it granted regulatory bodies the authority to perform inspections and enforce
compliance, thereby increasing accountability within the sector. The Act also included
provisions concerning the settlement of claims, highlighting the importance of fairness and
transparency in this process. While these provisions were not as comprehensive as those in
modern regulations, they provided a solid groundwork for future advancements. The focus on
regulatory oversight signified a transition from an unregulated environment to one that is more
controlled and supervised’. Despite its importance, the Act did have certain shortcomings. It
was mainly focused on regulating the supply aspect of the insurance market and fell short in
adequately addressing consumer protection issues. Nonetheless, it remains a fundamental
element of Indian insurance law and has been instrumental in shaping subsequent reforms.

2.2.3 POST-INDEPENDENCE NATIONALISATION PHASE

4 The Indian Life Assurance Companies Act, 1912, Act No. 6 of 1912 (India), 2—7 (introducing registration and reporting
requirements for life insurers but limited in scope)

5 K.C. Mishra, Insurance Principles and Practice 45-48 (Cengage 2016).

® The Insurance Act, 1938, No. 4 of 1938, §§ 2—114A (India).

7 B. Bhattacharya, History of Indian Insurance 21-28 (Oxford Univ. Press 2017).
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The insurance industry was nationalised as a result of the Indian government's socialist post-
independence policies. The Life Insurance Corporation of India (LIC) was established by the
Life Insurance Corporation Act, 1956, which brought private insurers under government
authority. In a similar vein, the General Insurance Business (Nationalisation) Act of 19722
nationalised the general insurance industry.

During this time, the focus turned to protecting public finances and increasing insurance
penetration. However, the lack of competition led to a lack of accountability, bureaucratic
inefficiencies, and delays in claim settlement. Rather than being a legally binding duty, claims
management was primarily viewed as an administrative task’.

2.2.4 LIBERALISATION AND REGULATORY TRANSFORMATION (POST-1991)
The Indian insurance industry underwent a sea change with the economic liberalisation of 1991.
The Malhotra Committee (1994) recommended the creation of an independent regulatory
body to ensure efficiency, competition, and consumer protection.

The Insurance Regulatory and Development Authority Act, 1999, which created the Insurance
Regulatory and Development Authority of India (IRDAI), was the result of these

proposals. The dual duty of regulating the insurance sector and safeguarding policy holder
interests

was given to the IRDAI!®

Private actors were brought in, competition was increased, and service quality, including the
effectiveness of claim settlement, received greater attention throughout the liberalisation
period. The groundwork for incorporating operational efficiency into the legal system through
regulatory tools was established during this time!’.

2.2.5 POLICY HOLDER PROTECTION REGULATIONS AND CLAIMS
GOVERNANCE

The enactment of the IRDAI (Protection of Policy holders’ Interests) Regulations represents a
crucial development in the realm of claims governance'’. These regulations delineate
comprehensive protocols for claims settlement, encompassing timelines, requisite
documentation, and mechanisms for grievance redressal. They underscore the obligation of
insurers to operate with good faith and maintain transparency throughout the claims process.

Furthermore, the regulations establish stringent deadlines for settlement and mandate that

8 Life Insurance Corporation Act, 1956; General Insurance Business (Nationalisation) Act, 1972.ss

° R.K. Bangia, Insurance Law and Practice 112-118 (13th ed. 2020).

10 Malhotra Committee Report, 1994.

"'V K. Sinha & M. Gupta, Regulatory Oversight and Policy holder Interests, 8 Ins. Reg. J. 45 (2023).
12 IRDAI (Protection of Policy holders’ Interests) Regulations, 2017.
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insurers furnish reasoned explanations in instances of claim repudiation'>.

Judicial interpretations have further bolstered these regulations by identifying delays and
inequitable practices as manifestations of deficient service. This judicial reinforcement has
augmented the enforceability of regulatory standards and significantly improved the
safeguarding of policy holder interests'®.

2.2.6 CURRENT ADVANCEMENTS AND DIGITAL TRANSFORMATION

Recent advancements in insurance regulation have concentrated on optimizing operational
efficiency via technological innovation. Digital platforms have revolutionized claims
management by facilitating expedited processing, minimizing documentation, and enhancing
transparency .

The Insurance Regulatory and Development Authority of India (IRDAI) has implemented
several initiatives to foster digitalization, such as e-insurance accounts and online grievance
redressal systems'. These initiatives have markedly enhanced customer experience and
mitigated operational inefficiencies. Nonetheless, the growing dependence on technology
provokes apprehensions regarding data protection and cybersecurity. Consequently, the
regulatory framework must adapt to confront these challenges while preserving efficiency and

transparency'’.

2.3 CONCLUSION

The progression of insurance law in India signifies a notable transition from a disjointed,
institution-focused model to a more organized, policy holder-centric regulatory framework.
Initial legislative measures, notably the Insurance Act of 1938, primarily aimed at safeguarding
the financial integrity and orderly operation of insurers, with minimal attention given to
consumer protection. The subsequent nationalization phase introduced a welfare-focused
paradigm that broadened access to insurance; however, it simultaneously revealed significant
inefficiencies in service provision and claims processing. The era of liberalization initiated a
substantial shift with the introduction of the Insurance Regulatory and Development Authority
Act of 1999, which established a dedicated regulatory authority to oversee the sector!®.

This period fostered a balanced structure that harmonizes market competition with regulatory

13 P. Suresh, Claims Settlement Regulations in India, 9 NALSAR L. Rev. 112 (2015).

4 LIC v. Asha Goel, (2001) 2 SCC 160.

15 K. Rajesh, Technology and Insurance Regulation, 18 Indian J. L. & Tech. 56 (2022).

16 K. Rajesh, Technology and Insurance Regulation, 18 Indian J. L. & Tech. 56 (2022).

" NITI Aayog, FinTech and Insurance in India (2021).

18 P.K. Gupta, Nationalization and Insurance Growth in India, 22 Econ. & Pol. Wkly. 145 (1987).
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oversight, while simultaneously enhancing the focus on transparency and accountability. The
formulation of policy holder protection regulations further reinforced this framework by
instituting explicit standards for claims resolution, which included procedural safeguards and
established timelines'®.

Despite these advancements, challenges remain, manifesting as delays, inconsistent
enforcement, and new risks related to digitalization. The growing dependence on technology,
although improving operational efficiency, demands more robust safeguards to mitigate
concerns regarding data protection and regulatory compliance?’.

In summary, the Indian insurance regulatory framework has matured into a comprehensive
system designed to reconcile efficiency with policy holder protection. Its efficacy, however,
hinges on uniform enforcement and the capacity to respond to emerging challenges. Ensuring
prompt and equitable claims resolution is crucial for sustaining trust and credibility within the

insurance industry.

CHAPTER 111
STATUTORY FRAMEWORK GOVERNING CLAIMS MANAGEMENT
3.1 INTRODUCTION

19 Insurance Regulatory and Development Authority Act, 1999 (India); S. Narayanan, Insurance Sector Reforms in

India, 14 J. Fin. Reg. 67 (2010).
2 OECD, Digitalisation in Insurance (2020); K. Rajesh, Technology and Insurance Regulation, 18 Indian J. L. & Tech.

56 (2022).
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India's insurance claims management statutory framework, which combines core legislation,
delegated rules, and consumer protection mechanisms, is a multi-layered and interconnected
system. Insurance law in India imposes legislative requirements on insurers that directly impact
claims settlement procedures, in contrast to traditional contract law, where obligations arise
only from agreement. The legal foundation for operational efficiency?' is formed by these
obligations, which go beyond contractual liability and include requirements for timeliness,
fairness, and openness. From a doctrinal standpoint, claims management is a legally regulated
role formed by statutory mandates rather than just an administrative procedure. The framework
ensures that insurers cannot accept or reject claims at will. Rather, they are subject to judicial
review and regulatory oversight, which together establish performance requirements inside the
legal system??.

In addition to procedural safeguards, the statutory framework also incorporates strict timelines
for claims settlement. Insurers are required to process claims within prescribed periods, failing
which they may be liable to pay interest on delayed payments.?® This provision serves as a
deterrent against undue delay and incentivizes insurers to streamline their internal processes.
The imposition of such timelines underscores the regulatory emphasis on operational efficiency
as a core objective of claims management?*,

Another critical aspect of the statutory framework is the obligation imposed on insurers to
establish internal grievance redressal mechanisms. The IRDAI regulations require insurers to
set up dedicated grievance cells and appoint grievance officers responsible for addressing
policy holder complaints. This institutional requirement ensures that disputes are resolved at
the earliest stage, thereby reducing litigation and enhancing consumer confidence in the
insurance system?®,

The statutory framework is further strengthened by the integration of consumer protection
principles through the Consumer Protection Act, 2019, which operates as a parallel remedial
mechanism. The recognition of insurance services as “services” under the Act enables policy
holders to challenge deficiencies in claims settlement before consumer fora, thereby providing
an additional layer of accountability. This dual regulatory structure comprising sector-specific

regulation and general consumer protection law ensures that policy holders are adequately

21 Avtar Singh, Law of Insurance 45-50 (12th ed. 2022).

22 R K. Bangia, Insurance Law and Practice 130-135 (13th ed. 2020).

23 IRDAI (Protection of Policy holders’ Interests) Regulations, 2017, reg. 27

24 P K. Gupta, Insurance and Risk Management 325-28 (Himalaya Publ’g House 2022).

2> ML.N. Srinivasan, Claims Management in Insurance, 45 Econ. & Pol. Wkly. 67, 70-72 (2019).
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protected against unfair practices?

Moreover, judicial interpretation has played a crucial role in shaping the statutory framework
governing claims settlement. Courts have consistently emphasized that insurance contracts
must be construed in a manner that advances the purpose of indemnification and protects the
reasonable expectations of policy holders?’. Judicial pronouncements have also reinforced the
principle that insurers cannot rely on technical grounds to deny legitimate claims, thereby
aligning legal interpretation with consumer welfare objectives?®.

Despite its comprehensive nature, the statutory framework is not without limitations. The
multiplicity of regulations and procedural requirements can sometimes result in complexity
and delays in claims processing. Additionally, disparities in implementation across insurers
indicate that regulatory compliance is not always uniform, thereby affecting the overall
efficiency of the system.? Nevertheless, the framework provides a robust legal foundation that,
if effectively enforced, has the potential to ensure both operational efficiency and customer

satisfaction in claims management.

3.2 THE INSURANCE ACT, 1938: FOUNDATIONAL DISCIPLINE IN
CLAIMS MANAGEMENT AND OPERATIONAL EFFICIENCY

This statutory embedding of procedural discipline supports the hypothesis that operational
efficiency is not incidental but is structurally integrated into the legal framework governing
insurance in India.

The fundamental law governing the insurance industry in India is the Insurance Act, 1938. By
enforcing structural discipline on insurers, its provisions indirectly improve operational
efficiency in claims administration, even if its initial goal was to guarantee financial stability
and prevent insurer insolvency 3

The Insurance Act, 1938, constitutes the earliest comprehensive legislative framework
governing the conduct of insurance business in India. Although enacted in a pre-independence
economic context, its continuing relevance lies in the foundational discipline it imposes on
insurers, particularly in relation to financial prudence, contractual compliance, and

accountability factors that directly influence claims settlement efficiency.

26 S K. Verma, Insurance Disputes under Consumer Law, 6 Indian J. Consumer L. 54, 60—63 (2022).

27 LIC of India v. Consumer Educ. & Research Ctr., (1995) 5 S.C.C. 482 (India).

28 Nat’l Ins. Co. Ltd. v. Hindustan Safety Glass Works Ltd., (2017) 5 S.C.C. 776 (India).

» R. Kannan, Delay in Insurance Claim Settlement: A Regulatory Analysis, 8 NUJS L. Rev. 145, 160-63 (2020).
30 Insurance Act, 1938.
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While the Act does not explicitly codify a detailed claims settlement procedure in the modern
sense, its provisions establish structural safeguards that shape the operational environment
within which claims are processed. The discipline introduced through solvency requirements,
investment controls, licensing norms, and reporting obligations ensures that insurers remain
financially capable and procedurally equipped to honor claims promptly>'.

From a doctrinal standpoint, the Act reflects a shift from laissez-faire contractual freedom
toward a regulated insurance market where policy holder interests are indirectly protected
through systemic stability. This regulatory philosophy is crucial in understanding how
operational efficiency in claims management is rooted not merely in procedural rules but in the
broader financial and governance architecture created by the statute.

3.2.1 LICENSING AND REGISTRATION: SECTION 3 AND OPERATIONAL
COMPETENCE

Section 3 of the Insurance Act, 1938, states that no insurer can conduct insurance business in
India without a registration certificate from the regulatory authority. This rule makes sure that
only companies that meet certain financial, managerial, and infrastructure requirements can
operate in the insurance market. This provision is important for claims management because it
helps weed out companies that are financially weak or poorly managed. By setting barriers to
entry, the law helps protect policy holders from slow or ineffective claims processing that could
result from a lack of proper resources’2.

In addition, the registration process looks into business plans, capital requirements, and
operational structures, including claims management systems. This oversight before companies
start operating helps standardise claims processes and improves the predictability of claims
settlement results®®.

Therefore, Section 3 serves not just as a licensing rule but also as a key way to ensure that
insurers have the necessary skills and resources for effective claims administration.

3.2.2 DEPOSITS AND SOLVENCY MARGINS: SECTIONS 7 AND 64VA

Sections 7 and 64V A of the Insurance Act establish compulsory requirements for deposits and
solvency margins. These regulations ensure that insurers maintain adequate financial reserves
to fulfil their obligations, including settling claims.

Specifically, Section 64VA mandates that insurers maintain a designated solvency margin,

which is determined by the types and levels of risks they undertake. This requirement is crucial

31 P K. Gupta, Insurance and Risk Management 290-95 (Himalaya Publ’g House 2022).
32K.C. Mishra & G.E. Thomas, General Insurance: Principles and Practice 175-80 (Cengage Learning 2020).
33 Bimal N. Patel, Consumer Protection in Insurance Sector, 12 Indian J. L. & Fin. 88, 95-97 (2021).
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for guaranteeing that insurers can promptly pay claims>*.

The relationship between solvency and operational effectiveness is evident and significant. An
insurer lacking sufficient financial resources may postpone or dispute claims, which negatively
impacts customer satisfaction. Conversely, robust solvency enables insurers to manage claims
swiftly and effectively, fostering trust in the insurance system>>.

Additionally, regulatory bodies oversee solvency to maintain continued supervision. This
minimises the chance of significant failures that might interfere with the claims procedure.
Such financial governance reinforces the notion that legal structures enhance claims
management.

3.2.3 INVESTMENT REGULATION: SECTION 27 AND CLAIMS SECURITY
Section 27 of the Insurance Act regulates how insurers are allowed to invest their funds,
stipulating that they must focus on secure and sanctioned securities. This requirement
safeguards insurers' assets from undue risk, ensuring they can fulfill their future claims
responsibilities. The significance of prudent investment regulation is evident in its indirect
effect on the efficiency of claims settlements. Poor investment choices can diminish the
financial foundation of insurers, resulting in liquidity issues and delays in processing claims.*
By requiring cautious investment approaches, the Act reduces financial instability and
guarantees that insurers have adequate liquidity to address claims as they arise. This promotes
operational reliability and strengthens policy holder trust in the system®’.

Therefore, Section 27 acts as a proactive measure and serves as a preventive mechanism that
safeguards the financial integrity of insurers, thereby supporting efficient claims management.
3.2.4 ACCOUNTS, AUDIT, AND DISCLOSURE: SECTIONS 10-12

The Act's Sections 10 to 12 set forth requirements for financial reporting, auditing, and account
maintenance. These clauses guarantee insurers' financial operations are transparent, allowing
stakeholders and regulators to evaluate their capacity to pay claims®®.

Because they offer precise information about obligations, reserves, and outstanding claims,
transparent accounting procedures are crucial for the operational effectiveness of claims
anagement®®. This data lowers the possibility of disagreements resulting from financial

mismanagement and speeds ups decision making

34 Insurance Act, 1938, §§ 7, 64VA.

35 Avtar Singh, Law of Insurance 26065 (Eastern Book Co. 2021).

3¢ P K. Gupta, Insurance and Risk Management 310-12 (Himalaya Publ’g House 2022).
37 R. Kannan, Delay in Insurance Claim Settlement, 8 NUJS L. Rev. 145, 150-52 (2020).
%8 Insurance Act, 1938, §§ 10-12.

3 K.C. Mishra & G.E. Thomas, General Insurance 220-25 (2020).
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Additionally, by putting insurers under independent inspection, audit standards improve
accountability. This guarantees that claims are handled in compliance with accepted standards
and lessens the possibility of fraudulent activities*’.

Therefore, the provisions relating to accounts and audit play a crucial role in maintaining the
integrity and efficiency of claims settlement processes.

3.2.5 ASSIGNMENT AND TRANSFER OF POLICIES: SECTION 38

Section 38 deals with the assignment and transfer of life insurance policies. Although it is
mainly a contractual matter, this section has important effects on claims processing, especially
in identifying the proper claimant. Well-defined rules about assignments help minimize
disagreements over who is eligible for policy benefits, leading to more efficient claims
handling. Without this clarity, insurers could encounter opposing claims, resulting in delays
and legal disputes.

The legal acknowledgment of assignment also increases flexibility in financial planning for
policy holders, thus enhancing overall customer satisfaction. Effective management of
assigned policies enhances insurers' operational efficiency and builds consumer confidence.*!

3.2.6 NOMINATION: SECTION 39 AND CLAIMS CLARITY

Section 39 allows policy holders to nominate beneficiaries who will receive the proceeds of
the policy upon their death*? This provision is essential for minimizing confusion and
disagreements during the claims settlement process. A valid nomination makes the claim
process easier by clearly indicating who is eligible to receive the policy benefits. This cuts
down on administrative delays and reduces the chances of legal disputes.

Judicial interpretation has further defined the role of nominees, ensuring that insurers follow
consistent legal principles when handling claims. This helps ensure consistency and efficiency
in handling claims **.

3.2.7 REGULATORY CONTROL AND INTERVENTION: SECTION 34

Section 34 gives the regulatory body the power to tell insurers what to do when it is in the best
interest of the public.**

This provision lets people take quick action when management is bad or when work isn't getting

done, which keeps the claims settlement process fair and effective.

40§ K. Verma, Insurance Regulation and Transparency, 6 Indian J. Consumer L. 54, 5860 (2022).

4l Bimal N. Patel, Consumer Protection in Insurance Sector, 12 Indian J. L. & Fin. 88, 100 (2021).

42 Insurances Act,1938, § 39

43 Sarbati Devi v. Usha Devi, (1984) 1 S.C.C. 424 (India).

“Insurances Act, 1938, § 34.

45 R. Singh, Policy holder Awareness and Insurance Disputes, 10 NLU J. Consumer Stud. 91, 98-100 (202)
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This part of the law lets regulators deal with systemic problems that affect claims management,
such as delays, unfair practices, or problems with how things work. This makes the insurance
industry work better overall and protects the rights of policy holders®.

These supervisory powers make insurers more responsible and make sure that legal

requirements are not just for show but are actually followed.

3.3 THE INSURANCE REGULATORY AND DEVELOPMENT
AUTHORITY ACT, 1999: REGULATORY AUTHORITY AND POLICY
HOLDER PROTECTION

Indian insurance law saw a significant shift from a state-controlled framework to a liberalised
but strictly regulated market structure with the passage of the Insurance Regulatory and
Development Authority Act, 1999 (IRDAI Act). The Act's main goal is to create a regulatory
framework that guarantees the protection of policy holders' interests rather than just expanding
the insurance industry.*®

By clearly acknowledging policy holder protection as a fundamental regulatory duty, the
IRDALI Act introduces a consumer-centric perspective in contrast to the previous regime under
the Insurance Act, 1938, which was mainly focused on financial discipline.*’ This change is a
reflection of the increasing complexity of insurance products and the requirement for
specialised monitoring to handle problems like informational asymmetry, unfair practices, and
delayed claims.

Thus, the Act serves as the institutional backbone of modern claims management by
empowering the regulatory authority to enforce standards that enhance operational efficiency
while safeguarding consumer rights.

3.3.1 ESTABLISHMENT OF IRDAI: SECTION 3 AND INSTITUTIONAL
FRAMEWORK

Section 3 of the IRDAI Act establishes the Insurance Regulatory and Development Authority
of India as a statutory corporate body tasked with the regulation, promotion, and orderly growth
of the insurance sector.*®

The formation of IRDAI represents a crucial institutional advancement, as it consolidates

regulatory power and provides a specialized entity capable of tackling sector-specific issues.

46 Insurance Regulatory and Development Authority Act, 1999, No. 41 of 1999 (India).
47K.C. Mishra & G.E. Thomas, General Insurance: Principles and Practice 15055 (Cengage Learning 2020).
‘8 IRDAI Act, 1999, § 3.
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From the standpoint of protecting policy holders, the presence of a dedicated regulator
guarantees consistent supervision of insurers' behavior, including their claims settlement
processes.

The Authority's capacity to oversee industry performance, issue directives, and intervene in
instances of misconduct improves accountability and promotes uniformity in operational
standards.*® Moreover, the institutional independence of IRDAI allows it to function as an
impartial mediator between insurers and policy holders, thereby enhancing consumer trust in
the regulatory system™.

3.3.2 FUNCTIONS OF IRDAI: SECTION 14 AND POLICY HOLDER PROTECTION
Section 14 forms the essential foundation of the IRDAI Act, detailing the powers and
responsibilities of the Authority. Among its most crucial responsibilities is the obligation "to
safeguard the interests of policy holders in matters related to assignment, nomination, insurable
interest, claim settlement, and other policy-related concerns.!

This provision clearly connects regulatory oversight with claims management, ensuring that
insurers follow fair and transparent practices. The Authority is granted the power to regulate
the terms and conditions of insurance contracts, set standards for claims processing, and
oversee compliance with statutory requirements>2.

Furthermore, Section 14 allows IRDAI to establish regulations that govern grievance redressal
mechanisms, thus offering policy holders accessible options for resolving disputes. This
extensive mandate guarantees that the protection of policy holders is regarded not as a
secondary issue but as a primary goal of insurance regulation®*. Consequently, Section 14 is
crucial for operational efficiency by creating enforceable standards that minimize ambiguity,
avert disputes, and promote prompt claims settlement.

3.3.3 POWER TO ISSUE REGULATIONS: SECTION 26 AND STANDARDIZATION
OF PRACTICES

Section 26 gives the IRDAI the power to make rules that follow both the Act and the Insurance
Act of 1938. To build a flexible regulatory framework that can change with the market,
legislative power must be given to someone else.

The IRDALI has used this power to make many laws, including the Protection of Policy holders'

4 Avtar Singh, Law of Insurance 310-15 (Eastern Book Co. 2021).

30 Bimal N. Patel, Consumer Protection in Insurance Sector, 12 Indian J. L. & Fin. 88, 94-96 (2021).
STIRDAI Act, 1999, § 14.

52 P K. Gupta, Insurance and Risk Management 340-45 (Himalaya Publ’g House 2022).

3 § K. Verma, Insurance Disputes under Consumer Law, 6 Indian J. Consumer L. 54, 61-63 (2022).
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Interests laws, which are mainly about how to settle claims.>* The laws help the sector work
better by making sure that everyone follows the same rules, deadlines, and paperwork.

The ability to make laws ensures that policy holder protection measures are always carried out
according to the law, not at the insurance company's discretion®>. This contributes to
predictability and consistency in claims management, thereby improving customer satisfaction.
3.3.4 LICENSING AND SUPERVISION OF INSURERS: SECTIONS 2C AND 14(2)(c)
Sections 2C and 14(2)(c) of the Licensing and Supervision of Insurers Act
The IRDAI Act, when read with the Insurance Act 1938, gives the Authority the power to
control the entry and operation of insurers through licensing and supervision.

Section 14(2)(c) gives IRDAI the power to issue, renew, change, or cancel registration
certificates.

This power makes sure that only financially stable and competent companies can work in the
insurance market. This lowers the risk of claims being settled inefficiently. Continuous
supervision makes sure that insurers follow the rules and fix any problems with how they do
business.>¢

Licensing and supervision are forms of regulatory oversight that act as a deterrent by making
sure that insurers have strong claims management systems and follow rules for protecting
policy holders.”’

3.3.5 REGULATION OF INTERMEDIARIES: SECTION 14(2)(d)

IRDAI has the authority to regulate insurance intermediaries like agents, brokers, and
surveyors under Section 14(2)(d). By easing contact between insurers and policy holders, these
intermediaries play a crucial role in the management of claims.

Since intermediaries frequently help with documentation, claim filing, and follow-up, effective
regulation of intermediaries guarantees accurate and efficient processing of claims.’® IRDAI
reduces the possibility of fraud and delays in the processing of claims by establishing
requirements, rules of behaviour, and accountability systems.

Therefore, operational efficiency and consumer satisfaction are indirectly but significantly
impacted by the regulation of intermediaries.

3.3.6 GRIEVANCE REDRESSAL AND POLICY HOLDER RIGHTS: SECTION
14(2)(e)

54 IRDAI (Protection of Policy holders’ Interests) Regulations, 2017.

3 K.C. Mishra & G.E. Thomas, General Insurance 210-15 (2020).

56 Avtar Singh, Law of Insurance 320-25 (2021).

7 R. Kannan, Delay in Insurance Claim Settlement, 8 NUJS L. Rev. 145, 155-57 (2020).

58 Bimal N. Patel, Consumer Protection in Insurance Sector, 12 Indian J. L. & Fin. 88, 98-99 (2021).
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IRDALI is expressly required by Section 14(2)(e) to safeguard policy holder interests, including
grievance redressal. This clause serves as the legal foundation for the creation of organised
systems like the Insurance Ombudsman program and the Integrated Grievance Management
system (IGMS).

These systems give policy holders easy access to effective remedies for service flaws, such as
arbitrary claim rejections and delays®. The availability of these remedies encourages insurers
to follow the best practices in claims handling and improves accountability.

Additionally, an efficient grievance redressal mechanism lowers litigation and speeds up
dispute resolution, which improves overall operational effectiveness®.

3.3.7 POWER OF INSPECTION AND INVESTIGATION: SECTIONS 33 AND 34

The IRDAI Act, in conjunction with the Insurance Act, empowers the Authority with the ability
to conduct inspections, inquiries, and investigations into the operations of insurers. These
powers allow the regulator to identify inefficiencies, malpractice, and instances of non-
compliance within claims settlement processes.

Regulatory inspections are a crucial mechanism for ensuring that insurers comply with
established standards and address operational shortcomings. The potential for regulatory action
serves as a deterrent to unfair practices and promotes adherence to norms designed to protect

policy holders.*!

3.4 IRDAI (PROTECTION OF POLICY HOLDERS’ INTERESTS)
REGULATIONS, 2017: OPERATIONAL EFFICIENCY AND CLAIMS
MANAGEMENT

The Insurance Regulatory and Development Authority of India (Protection of Policy holders’
Interests) Regulations, 2017 mark a pivotal moment in the advancement of insurance regulation
within India. These regulations were established to unify and enhance previous guidelines,
focusing on promoting fairness, transparency, and efficiency in the interactions between
insurers and policy holders.%?

In contrast to the more general statutory provisions found in the Insurance Act of 1938 and the
IRDAI Act of 1999, the 2017 Regulations function at a more detailed level, outlining specific

procedural standards that govern each phase of the insurance lifecycle, which includes

% P K. Gupta, Nationalization and Insurance Growth in India, 22 Econ. & Pol. Wkly. 145 (1987).

¢ S K. Verma, Insurance Disputes under Consumer Law, 6 Indian J. Consumer L. 54, 62—63 (2022).

61 R. Singh, Policy holder Awareness and Insurance Disputes, 10 NLU J. Consumer Stud. 91, 100-02 (2023).
62 Insurance Regulatory & Dev. Auth. of India (Protection of Policy holders’ Interests) Regulations, 2017.
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solicitation, policy servicing, and, most crucially, claims settlement.

The regulatory approach that underpins these regulations is clearly centered on the consumer,
indicating a transition from simple contractual enforcement to the proactive safeguarding of
policy holder rights. By establishing enforceable obligations for insurers and setting strict
timelines, the regulations tackle operational inefficiencies in claims management and enhance
customer satisfaction®.

3.4.1 DUTY OF DISCLOSURE AND PRE-CONTRACTUAL OBLIGATIONS:
REGULATIONS 3-6

Regulations 3 to 6 establish rigorous obligations for insurers to furnish clear, accurate, and
thorough information to prospective policy holders prior to contract formation. Insurers are
mandated to disclose significant terms, benefits, exclusions, and conditions in a manner that is
easily understandable, thereby decreasing the likelihood of disputes during the claims process.
This focus on transparency addresses the issue of informational asymmetry, which has
historically been a significant source of consumer dissatisfaction in insurance contracts. By
ensuring that policy holders are fully informed from the outset, the regulations facilitate
smoother claims processing and lower the incidence of claim denials based on technicalities®.
Furthermore, these provisions impose accountability on intermediaries, ensuring they do not
misrepresent policy features. This fosters trust and guarantees that claims are processed in
accordance with the reasonable expectations of policy holders.

3.4.2 POLICY SERVICING AND DOCUMENTATION: REGULATIONS 7-8
Regulations 7 and 8 outline the requirements for policy servicing and documentation,
mandating that insurers promptly issue policy documents and keep precise transaction records.
These regulations guarantee that policy holders can access all pertinent information needed for
claim submissions, thus minimizing delays due to incomplete documentation.

Effective documentation practices are vital for operational efficiency in claims management,
as they allow insurers to verify claims swiftly and accurately. The obligation to keep records
up to date also promotes improved internal coordination within insurance firms, enhancing
overall operational efficiency®’.

Moreover, these regulations place an obligation on insurers to maintain effective
communication with policy holders throughout the duration of the policy, thereby promoting

transparency and trust. This ongoing interaction is essential for ensuring customer satisfaction.

8 K.C. Mishra & G.E. Thomas, General Insurance: Principles and Practice 225-30 (Cengage Learning 2020).
% Bimal N. Patel, Consumer Protection in Insurance Sector, 12 Indian J. L. & Fin. 88, 103-05 (2021).
%5 § K. Verma, Insurance Regulation and Transparency, 6 Indian J. Consumer L. 54, 61 (2022).
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3.4.3 CLAIMS PROCEDURE AND TIMELINES: REGULATIONS 9-16

Regulations 9 through 16 constitute the essential framework for claims management as outlined
in the 2017 Regulations. These regulations detail the procedures for submitting, processing,
and settling claims, along with the timelines associated with each phase of the process.
Insurers are obligated to promptly acknowledge the receipt of claims, outline the necessary
documentation, and process claims within a reasonable timeframe. Any delays must be
justified, and insurers may be liable to pay interest for delays that exceed the established
timelines. The necessity for reasoned decision-making is of particular importance. Insurers are
required to provide written justifications for any claim denials, promoting transparency and
allowing policy holders to contest unjust decisions. This procedural measure mitigates
arbitrariness and bolsters accountability®. These regulations significantly enhance operational
efficiency by standardizing claims processes and reducing delays. Concurrently, they improve
customer satisfaction by ensuring that claims are managed in a fair and transparent manner.
3.4.4 GRIEVANCE REDRESSAL MECHANISM: REGULATION 13

Regulation 13 requires insurers to set up internal mechanisms for addressing complaints from
policy holders. Insurers must appoint grievance officers and resolve these complaints within a
designated timeframe.

This regulation guarantees that disputes are handled promptly, which minimizes the necessity
for litigation and improves operational efficiency. A well-organized grievance redressal system
also instills a sense of security and trust in the insurance framework for policy holders®’.
Additionally, any unresolved complaints can be escalated to external bodies like the Insurance
Ombudsman, ensuring that there are multiple layers of protection. This multi-tiered strategy
increases accountability and guarantees that policy holder grievances are managed effectively.
3.4.5 TURN AROUND TIME (TAT) AND INTEREST ON DELAYED CLAIMS

A key element of the 2017 Regulations is the focus on turnaround time (TAT) for the settlement
of claims. By establishing specific deadlines, these regulations guarantee that insurers handle
claims promptly and minimize unnecessary delays.

The requirement for interest payments on delayed claims serves as a financial incentive against
inefficiency. This not only encourages insurers to meet deadlines but also provides

compensation to policy holders for any delays, thus improving customer satisfaction®®.

6 R. Kannan, Delay in Insurance Claim Settlement, 8 NUJS L. Rev. 145, 158-60 (2020).

7 Bimal N. Patel, Consumer Protection in Insurance Sector, 12 Indian J. L. & Fin. 88, 106 (2021).
8 Pp.K. Gupta, Insurance and Risk Management 37072 (2022).

% Poonam Saxena, Regulatory Framework of Insurance in India, 55 J. Indian L. Inst. 233 (2013).
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The establishment of TAT standards signifies a move towards performance-based regulation,

6. This strategy aligns regulatory

where efficiency is assessed through measurable metrics
goals with operational results, thereby enhancing the overall effectiveness of the regulatory
framework.

3.4.6 ROLE OF INTERMEDIARIES AND ACCOUNTABILITY

The regulations place responsibilities on intermediaries, ensuring they prioritize the interests
of policy holders. Intermediaries must deliver precise information, aid in the claims process,
and refrain from misrepresentation. Proper regulation of intermediaries boosts operational
efficiency by minimizing documentation errors and promoting better communication between
insurers and policy holders.” It also reduces conflicts stemming from misinformation, thus
enhancing customer satisfaction. Therefore, intermediaries are vital in connecting insurers with
policy holders, and their regulation is crucial for effective claims management.

3.4.7 DIGITALIZATION AND TRANSPARENCY IN CLAIMS MANAGEMENT

The 2017 Regulations implicitly promote the use of digital systems for policy servicing and
claims management. Insurers must keep electronic records and offer digital access to policy
holders, which enhances both transparency and efficiency.

Digitalization shortens processing times, reduces errors, and allows for real-time claims
tracking. It also increases accessibility, enabling policy holders to submit claims and monitor
their status online’!.

The incorporation of technology into claims management signifies a major improvement in
operational efficiency and aligns the insurance industry with contemporary consumer
expectations.

The IRDAI (Protection of Policy holders’ Interests) Regulations, 2017 provide a
comprehensive and detailed framework for claims management, addressing both procedural
and substantive aspects of policy holder protection. These regulations play a crucial role in
ensuring operational efficiency by standardizing processes, imposing timelines, and enhancing
transparency. At the same time, they safeguard customer satisfaction by providing clear rights

and remedies to policy holders’.

3.5 IRDAI AMENDMENTS (2023-2025): STRENGTHENING

0 K.C. Mishra & G.E. Thomas, General Insurance 235-38 (2020).
"I MLN. Srinivasan, Claims Management in Insurance, 45 Econ. & Pol. Wkly. 67, 74-75 (2019).
2 IRDAI, Consolidated Regulations & Circulars (2023-2025).
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OPERATIONAL EFFICIENCY AND POLICY HOLDER PROTECTION

The timeframe from 2023 to 2025 signifies a pivotal period in the regulation of Indian
insurance, marked by substantial amendments, master circulars, and policy reforms introduced
by the Insurance Regulatory and Development Authority of India (IRDAI). These changes
indicate a strategic transition aimed at improving operational efficiency in claims management
while also reinforcing the protection of policy holders.”

In contrast to previous regulatory frameworks that primarily prioritized compliance, the latest
amendments focus on enhancing accessibility, promoting digitalization, ensuring
standardization, and fostering consumer-centric governance. The regulatory strategy has
adapted to tackle contemporary issues such as delays in claims processing, a lack of
transparency, and insufficient insurance penetration.”

Collectively, these reforms support the notion that India's legal framework is gradually
evolving to facilitate efficient claims management and enhance customer satisfaction.

3.51 MASTER CIRCULAR ON PROTECTION OF POLICY HOLDERS’
INTERESTS, 2024

A significant advancement in the regulatory landscape is the release of the Master Circular on
Protection of Policy holders’ Interests, 2024, which brings together and revises previous
regulations, including those from 2017.

This circular facilitates compliance by merging various guidelines into a cohesive framework,
thus improving regulatory clarity. It strengthens responsibilities concerning claims settlement
timelines, transparency, grievance resolution, and disclosure standards, guaranteeing uniform
application among insurers.

The unification of regulatory provisions minimizes confusion and reduces administrative
burdens, allowing insurers to optimize their operational workflows. This directly enhances
efficiency in claims management and ensures that policy holders are treated consistently

throughout the industry.

3.5.2 DIGITALIZATION AND TECHNOLOGICAL REFORMS (2023-2025)
A key highlight of the recent amendments by IRDALI is the focus on digital transformation.

Initiatives such as electronic policy issuance, e-KYC, and digital record-keeping have been

3 IRDAI, Consolidated Regulations & Circulars (2023-2025).
" India Insurance Sector Reforms, Legal500 (2025).
75 IRDAI, Master Circular on Protection of Policy holders’ Interests, 2024.
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implemented to improve efficiency and accessibility. Digitalization is vital in claims
management as it shortens processing times, reduces documentation errors, and allows for real-
time claims tracking. These reforms enable quicker verification and settlement of claims, thus
enhancing operational efficiency. Moreover, digital platforms promote transparency by
providing policy holders with the ability to access policy documents, submit claims, and track
their status online. This diminishes reliance on intermediaries and empowers consumers,
leading to higher satisfaction levels.’®
3.53 HEALTH INSURANCE REFORMS, 2025: SIMPLIFICATION AND
ACCESSIBILITY
The IRDATI’s 2025 health insurance reforms mark a significant advancement in the effort to
simplify policy terms and enhance the efficiency of claims settlements. These reforms
encompass:

¢ Elimination of age restrictions for acquiring health insurance

e Shortening of moratorium periods

e Standardization and simplification of exclusions
The objective of these modifications is to create policies that are more inclusive and easier to
comprehend, which in turn aims to decrease disputes during the claims process.’’
Streamlined policy structures guarantee that policy holders have a clear understanding of
coverage conditions, thereby reducing the likelihood of claim denials due to technical
uncertainties. This improvement directly contributes to increased customer satisfaction and a
decrease in litigation.
Additionally, the shortening of moratorium periods enables policy holders to access benefits
sooner, thus enhancing the practical value of insurance products.
3.5.4 STANDARDIZATION OF POLICY TERMS AND DEFINITIONS
Recent regulatory changes have highlighted the importance of standardizing policy language,
definitions, and exclusions, especially in the realm of health insurance.”
Historically, the absence of consistent terminology among insurers has resulted in confusion
and disputes during the claims process. Through the standardization of definitions, the IRDAI
has minimized interpretational discrepancies and guaranteed that similar claims are handled

consistently across different insurers.

76 Insurance Sector Policy Changes Report (2022-2024).
"7 IRDAI Health Insurance Guidelines Update, 2025.
8 IRDAI Regulatory Updates on Health Insurance Standardization (2025)
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This reform boosts operational efficiency by streamlining claims evaluation and decreasing the
necessity for extended investigations or legal interpretations. Additionally, it enhances
customer satisfaction by providing predictability and fairness in the outcomes of claims.
3.55 FREE LOOK PERIOD AND POLICY HOLDER FLEXIBILITY (2024
REFORMS)
Recent changes have lengthened the free look period to 30 days, allowing policy holders to
assess and cancel their policies if they are dissatisfied. ”°
This measure enhances policy holder independence and guarantees that insurance agreements
are made with informed consent. From a claims management viewpoint, it minimizes conflicts
stemming from mis-selling and ensures that only well-informed Policy Holders maintain their
policies.
Moreover, insurers must refund premiums within a specified timeframe, thus bolstering
accountability and operational discipline.
3.5.6 INNOVATION AND REGULATORY SANDBOX FRAMEWORK
The establishment and growth of the regulatory sandbox framework enable insurers to trial
innovative products and services with regulatory oversight. %
This initiative promotes the creation of customer-focused insurance products and technological
advancements that enhance the efficiency of claims processing. For example, Al-driven claims
evaluation and automated underwriting systems can greatly decrease turnaround times. By
encouraging innovation while upholding regulatory supervision, IRDAI guarantees that
improvements in efficiency do not jeopardize the protection of policy holders.
3.5.7 ENHANCED REGULATORY OVERSIGHT AND GOVERNANCE (2025
AMENDMENTS)
The Insurance Laws (Amendment) Act, 2025, brings forth substantial modifications that
bolster the regulatory authority of IRDAI and improve the protection of policy Holders.
Key reforms encompass:

e Increased limits on foreign investments to draw in capital

e Strengthened governance standards

e Enhanced regulatory oversight and compliance obligations
These modifications are designed to boost the financial stability of insurers, which is essential

for ensuring prompt claims processing. An increase in available capital allows insurers to

" IRDAI Regulatory Framework Updates, 2024
80 JRDAI Innovation Framework Updates, 2025.
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handle claims effectively without facing liquidity issues.

Additionally, improved governance standards guarantee that insurers implement best practices
in claims management, thus enhancing operational efficiency and customer satisfaction.

3.5.8 OPERATIONAL EFFICIENCY THROUGH MASTER CIRCULAR ON
OPERATIONS, 2024

The Master Circular on Operations and Allied Matters of Insurers, 2024, offers detailed
guidelines regarding operational practices, including the processing of claims. ® This circular
establishes standardized internal procedures, reporting obligations, and service benchmarks,
which in turn boost efficiency and accountability. Additionally, it highlights the importance of
data reporting and monitoring, allowing regulators to assess insurer performance and pinpoint
inefficiencies. By concentrating on operational governance, the circular ensures that insurers
implement systematic methods for claims management, thus minimizing delays and enhancing

service quality.

3.6 CONSUMER PROTECTION ACT, 2019: ENFORCEMENT
THROUGH LIABILITY

The Consumer Protection Act, 2019, complements the regulatory framework by providing an
effective enforcement mechanism for policy Holders. Insurance services fall within the
statutory definition of “service,” and any deficiency in claims settlement can be challenged
before consumer forums.®?

Courts and consumer commissions have consistently interpreted delay in claims settlement and
unjustified repudiation as a deficiency in service. This judicial approach reinforces the
expectation that insurers must adhere to reasonable standards of efficiency and fairness.
Insurance companies are forced to maintain effective claims procedures because the
availability of reimbursement, damages, and interest for postponed settlement has a deterrent
impact. The Consumer Protection Act guarantees accountability through adjudication and
remedies, in contrast to regulatory rules that concentrate on compliance.®*"

The claim that operational efficiency is essentially required by law is strengthened by this twin

mechanism of regulatory compliance supported by judicial enforcement.

81 IRDAI Master Circular on Operations and Allied Matters, 2024.
82 Consumer Protection Act, 2019.
8 P R. Ghosh, Judicial Trends in Insurance Claims Settlement, 64 J. Indian L. Inst. 210, 218 (2022).
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3.7 INSURANCE OMBUDSMAN AND GRIEVANCE REDRESSAL
MECHANISM

The Insurance Ombudsman Rules 2017 establish an alternative dispute resolution
mechanism aimed at providing speedy and cost-effective remedies to policy Holders.

The Ombudsman system addresses complaints relating to delay, partial settlement, and
repudiation of claims, thereby directly targeting inefficiencies in claims management. Its
simplified procedure and time-bound resolution process enhance accessibility and reduce
litigation burdens.®*

This mechanism plays a crucial role in reinforcing operational efficiency by ensuring that
insurers remain accountable even outside formal judicial proceedings. It also reflects the
legislative intent to prioritise the timely resolution of disputes, which is a key component of

efficient claims management.

3.8 CONCLUSION

The legal framework governing insurance claims management directly improves operational
efficiency and improves customer satisfaction in India. The existing legal regime, set out in the
Insurance Act 1938, the Insurance Regulatory and Development Authority Act 1999, and the
Consumer Protection Act 2019, not only regulates the contractual validity of insurance claims
but also actively establishes the processes, schedules, and reporting standards by which claims
are processed. *°

Legal frameworks transform operational efficiency from a managerial choice to a legally
enforceable obligation. The regulatory instruments developed by the Insurance Regulatory and
Development Authority of India impose time-bound obligations, standardized procedures, and
transparency requirements, directly addressing gaps such as delays, arbitrary denials, and poor
communication. %

These legal requirements have created a system that forces insurers to implement streamlined
internal processes, technology integration, and more efficient claims processing methods to
remain compliant. Validity is therefore not contingent, but structurally fixed in the law itself.
This responsibility is further strengthened by the liability mechanisms provided in the

Consumer Protection Act. By recognizing insurance as a “service”, the Consumer Protection

8 Insurance Ombudsman Rules, 2017.
8 Insurance Act, 1938; Insurance Regulatory and Development Authority Act, 1999; Consumer Protection Act, 2019.
8 Insurance Regulatory and Development Authority of India (Protection of Policy holders’ Interests) Regulations, 2017
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Act 2019 ensures that any deficiencies in the handling of insurance claims, whether procedural
or substantive, will have compensatory and, in some cases, punitive consequences.

This introduces a deterrence-based compliance model. In this model, the financial and
reputational costs of inefficiency drive insurers to prioritize timely and fair claim resolution.
Therefore, the causal relationship is clear: increased legal liability — improved business
discipline — improved customer satisfaction.

Additionally, available complaint mechanisms such as consumer commissions and insurance
ombudsmen allow policy Holders to protect their rights effectively. Ease of reimbursement
addresses individual inefficiencies and puts systemic pressure on insurers to maintain
consistent standards of care. * This legal framework therefore fosters a feedback loop in which
consumer empowerment leads to system efficiency, thereby strengthening trust in the insurance
system87.

At the same time, this analysis recognizes that the mere existence of a legal provision is not
sufficient unless it is supported by effective implementation. Persistent challenges such as
procedural delays and repeated regulatory gaps in dispute resolution demonstrate that achieving
operational efficiency is dependent on enforcement strength and institutional responsiveness.
However, these limitations do not invalidate the hypothesis.

Rather, it highlights that when legal provisions are effectively enforced, there is a measurable
improvement in claims management outcomes and customer satisfaction. In conclusion, the
legal framework governing claims management in India offers interesting opportunities. By
building efficiency into the law, ensuring accountability through liability, and providing
available remedies to policy Holders, this law creates a direct and functional link between
regulation, operations, and consumer satisfaction. The framework therefore serves as an
important tool to align insurers' actions with policy Holders' expectations, thereby helping to

create a more transparent, efficient, and trustworthy insurance ecosystem.

87 Insurance Ombudsman Rules, 2017; National Insurance Co. Ltd. v. M. Madhusudhan Reddy, (2012) 2 SCC 506.
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CHAPTER 1V

JUDICIAL INTERPRETATION AND ENFORCEMENT MECHANISMS
4.1 INTRODUCTION

The resolution of insurance disputes in India has evolved significantly through judicial

interpretation by the Supreme Court, High Courts, and consumer tribunals. Although laws like
the Insurance Act, 1938, and the Consumer Protection Act, 2019, set out legal and procedural
requirements, it is the judiciary that has given practical effect to these rules by turning them
into enforceable rights and responsibilities. Courts have regularly dealt with persistent issues
such as late notification of claims, rejection of claims, inadequate service delivery, and broader
concerns about insurers’ accountability.®
Judicial rulings have been instrumental in reconciling the principle of contractual autonomy
with the need for consumer protection. Insurance policies, often based on rigid terms, tend to
disadvantage policy Holders due to imbalances in negotiating power and complex exclusions.
In response, courts have developed legal principles centered on reasonableness, fairness, and
good faith, ensuring that insurers cannot use minor procedural shortcomings to refuse valid
claims.®
A notable shift in judicial thinking has been the move away from strict procedural adherence
toward a focus on substantive fairness. Increasingly, courts have ruled that insurers must assess
the legitimacy of a claim before invoking technical defaults such as delayed intimation
highlighting a commitment to justice over formalism. This approach reflects a policy Holder-
oriented perspective consistent with the protective aims of insurance legislation.
In addition, specialized consumer dispute forums, especially the National Consumer Disputes
Redressal Commission (NCDRC), have played a key role in delivering timely and effective
redress. Their rulings have reinforced insurer accountability by treating delays, unjustified
claim rejections, and lack of transparency as instances of service deficiency.
This chapter analyzes key judicial trends through landmark judgments, focusing on four central
areas:

e Delays in claim processing and notification

e (Claim repudiation

e Service deficiencies

e Insurer accountability and the allocation of evidentiary burden

88 K.S.N. Murthy & K.V.S. Sarma, Modern Law of Insurance in India (LexisNexis 2018).
% B.V. Nagaraju v. Oriental Ins. Co., (1996) 4 SCC 647 (India).

Page | 1268


http://www.ijlar.com/

WWW.ijlar.com
Volume 3 Issue 6| July 2026 ISSN: 3049-043X
The discussion illustrates how court-led enforcement has transformed the handling of insurance

claims into a fairer and more transparent system.

4.2 DELAY IN CLAIM INTIMATION AND SETTLEMENT

The issue of delay in claim intimation and settlement occupies a central position in insurance
jurisprudence, particularly in determining the balance between contractual obligations and
consumer protection.

Under the Insurance Act, 1938, although there is no explicit statutory provision prescribing
rigid timelines for claim intimation by the insured, the legislative framework imposes an
implicit obligation on insurers to act fairly, reasonably, and diligently in processing claims.
Section 64UM of the Act mandates the appointment of licensed surveyors to assess loss,
thereby ensuring that claims are evaluated objectively and without undue delay.”® This
provision reflects the legislative intent to prevent arbitrary decision-making and to promote
procedural fairness in claims settlement.

The regulatory framework has been significantly strengthened by guidelines issued by the
Insurance Regulatory and Development Authority of India, particularly the IRDAI
(Protection of Policy Holders’ Interests) Regulations, 2017. These regulations introduce a
structured timeline for claim settlement, requiring insurers to process and settle claims within
thirty days from the date of receipt of all necessary documents, and within ninety days where
investigation is warranted.”! The regulations also require policy holders to report claims “as
soon as possible,” thereby adopting a flexible standard rather than a rigid deadline. This
approach reflects a shift toward reasonableness and practicality, recognizing that strict
enforcement of timelines may unjustly prejudice insured parties, especially in cases involving
theft, hospitalization, or unforeseen contingencies.

The Consumer Protection Act, 2019, further reinforces this framework by categorizing
unreasonable delay in claim settlement as a “deficiency in service.” Section 2(11) defines
deficiency broadly to include any fault, imperfection, or inadequacy in the quality, nature, or

t.”2 Consequently, insurers who fail to

manner of performance required by law or contrac
process claims within a reasonable time frame may be held liable for compensation, including

damages for mental agony and financial hardship. This statutory mechanism provides an

% Insurance Act, 1938, No. 4 of 1938 (India).
%! Insurance Regulatory & Dev. Auth. of India (Protection of Policy holders’ Interests) Regulations, 2017, §§ 9-15
%2 Consumer Protection Act, 2019, No. 35 of 2019 (India).
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effective remedy to policy Holders and ensures accountability in the insurance sector.
Judicial interpretation has played a pivotal role in harmonizing these statutory provisions.
4.2.1 Jaina Construction Co. V. Oriental Insurance Co. Ltd.*3
Facts
The appellant, a construction company, insured its vehicle against theft. The vehicle was stolen,
and the insured immediately lodged an FIR with the police. Despite initiating prompt criminal
proceedings, the insured delayed informing the insurer for nearly five months. The insurer
repudiated the claim solely on the ground that the delay violated policy conditions requiring
immediate intimation. The repudiation did not consider the theft's genuineness or the insured's
steps to mitigate loss.
Issues

1. Whether delay in notifying the insurer constitutes a fundamental breach of policy

conditions.

2. Whether a genuine claim can be repudiated solely on procedural non-compliance.

3. Whether insurer prejudice must be established before repudiation.
Judgment
The Supreme Court adopted a purposive interpretation of insurance contracts, holding that a
delay in intimation cannot automatically justify repudiation. The Court reasoned that the
primary objective of requiring prompt intimation is to facilitate investigation and recovery;
however, where the insured has already taken reasonable steps, such as lodging an FIR, the
insurer’s interests are not materially prejudiced. The Court rejected a rigid contractual approach
and emphasized that insurance contracts must be interpreted in a manner that advances their
indemnificatory purpose. It further held that procedural conditions should not defeat
substantive rights unless the breach is fundamental and causes prejudice to the insurer. The
judgment underscored that insurers must act in good faith and cannot deny claims based on
technicalities. By allowing the claim, the Court reinforced consumer protection and limited
arbitrary repudiation.
4.2.2 Om Prakash v. Reliance General Insurance Co. Ltd.**
Facts
The insured’s vehicle was stolen, and although the FIR was filed promptly, the insurer was

informed after a delay. The insurer repudiated the claim citing breach of policy conditions.

% Jaina Constr. Co. v. Oriental Ins. Co., (2022) 4 SCC 712 (India).
% Om Prakash v. Reliance Gen. Ins. Co., (2017) 9 SCC 724 (India).
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Issues

1. Whether delay in intimation invalidates theft claims.

2. Whether strict compliance with policy terms is mandatory.
Judgment
The Supreme Court held that theft claims stand on a different footing because once theft is
established, delay in intimation does not affect the nature of the loss. The Court observed that
insisting on strict compliance would defeat the purpose of insurance. It emphasized that the
insurer must prove actual prejudice caused by the delay. The Court further noted that consumer
protection principles require a liberal interpretation in favor of policy holders. The repudiation

was set aside, and compensation was awarded.

4.3 REPUDIATION OF CLAIMS AND BURDEN OF PROOF

In India, the rejection of insurance claims and the assignment of the burden of proof are shaped
by a mix of legislation, regulatory guidelines, and court rulings. While the Insurance Act of
1938 does not explicitly define claim repudiation as a standalone provision, it is governed
through general principles of contract law and the requirement of good faith. Insurance
agreements operate under the principle of uberrimae fidei, meaning both parties must act with
utmost honesty, and the policy holder must reveal all relevant facts when applying for coverage.
A failure to disclose key information may lead to policy cancellation, but only if the insurer
can demonstrate that the omission was both significant and deliberate.

The Insurance Regulatory and Development Authority of India (IRDAI) has introduced
safeguards to protect policy holders, limiting the ability of insurers to deny claims without
justification. Insurers must provide written explanations for rejecting a claim, backed by a
thorough investigation and documented evidence. Decisions made without proper reasoning or
on arbitrary grounds are considered breaches of regulatory standards and may result in penalties
or liability under consumer laws, promoting greater transparency in how claims are handled.
The Consumer Protection Act, 2019, reinforces these protections by classifying unjustified
claim rejections as a “deficiency in service.” If an insurer denies a claim without valid grounds
or sufficient proof, the affected individual can pursue legal recourse through consumer dispute
resolution bodies. The Act’s broad definition of deficiency includes unwarranted claim denials,
shifting emphasis from rigid contractual terms toward safeguarding consumer rights and
preventing abuse of power by insurance providers.

Indian courts have consistently ruled that the responsibility to prove grounds for repudiation
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rests with the insurer. In
4.3.1 LIC of India v. Asha Goel %3
Facts
The insured obtained a life insurance policy and subsequently died. The insurer repudiated the
claim, alleging suppression of material facts relating to pre-existing illness. The nominee
challenged the repudiation, arguing that the insurer failed to establish intentional nondisclosure.
Issues

1. What constitutes “material suppression” in insurance contracts?

2. Whether the burden of proof lies on the insurer.

3. Whether repudiation requires evidence of fraudulent intent.
Judgment
The Supreme Court held that repudiation on grounds of nondisclosure requires strict proof of
material suppression. The Court clarified that the burden lies on the insurer to establish that the
insured knowingly withheld material information. It emphasized that not every omission
amounts to fraud; the suppression must be deliberate and material to the risk. The Court also
highlighted that insurance companies, being large institutions, must act fairly and cannot
arbitrarily deny claims. The repudiation was upheld only after satisfying these strict standards,
thereby establishing a precedent on burden of proof.
4.3.2 Satwant Kaur Sandhu v. New India Assurance Co. Ltd.*®
Facts
The insured obtained a mediclaim policy but failed to disclose pre-existing medical conditions.
The insurer repudiated the claim when hospitalization expenses were claimed.
Issues

1. Whether nondisclosure of medical history justifies repudiation.

2. Scope of utmost good faith in insurance contracts.
Judgment
The Supreme Court upheld repudiation, holding that insurance contracts are based on utmost
good faith. The insured is under a duty to disclose all material facts. The Court observed that
suppression of medical history directly affects risk assessment and premium calculation. It
clarified that consumer protection does not extend to fraudulent conduct. However, the Court

also emphasized that insurers must clearly establish materiality and intentional suppression.

% Life Ins. Corp. of India v. Asha Goel, (2001) 2 SCC 160 (India).
% Satwant Kaur Sandhu v. New India Assurance Co., (2009) 8 SCC 316 (India).
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4.4 DEFICIENCY IN SERVICE AND CONSUMER PROTECTION

The idea of "deficiency in service" is central to consumer protection within insurance law and
is mainly regulated by the Consumer Protection Act, 2019. According to Section 2(11) of the
Act, a deficiency refers to any flaw, defect, failure, or inadequacy in the quality, nature, or
method of service delivery, whether required by law or agreed upon in a contract. In insurance,
this can encompass undue delays in settling claims, unjustified rejections, lack of
communication regarding decisions, and unfair handling of policy terms. The Act allows policy
holders to seek resolution through consumer commissions at the district, state, and national
levels when such shortcomings occur.
Beyond consumer laws, the regulatory standards set by the Insurance Regulatory and
Development Authority of India (IRDAI) also play a crucial role in shaping service
expectations. The IRDAI (Protection of Policy holders’ Interests) Regulations, 2017 require
insurers to handle claims promptly, openly, and equitably, and to inform policy holders of
decisions within a reasonable timeframe. Failure to meet these requirements may constitute a
deficiency in service, as it indicates non-compliance with legally established norms. These
regulations reinforce the Consumer Protection Act by setting clear, enforceable obligations for
insurers and strengthening oversight mechanisms.
Judicial interpretation has further expanded the scope of deficiency in service in insurance
disputes. The Supreme Court in
4.4.1 Skandia Insurance Co. Ltd. v. Kokilaben Chandravadan®’
Facts
The insurer denied liability on the ground that the driver did not possess a valid license at the
time of the accident.
Issues

1. Whether breach of policy conditions automatically absolves insurer liability.

2. Whether third-party rights override contractual defenses.
Judgment
The Supreme Court adopted a liberal interpretation, holding that minor breaches should not
defeat claims unless they are fundamental. The Court emphasized that insurers must establish
a causal connection between breach and loss. It further held that public policy considerations
require the protection of insured parties and third parties. The decision marked a shift toward

consumer-oriented interpretation.

7 Skandia Ins. Co. v. Kokilaben Chandravadan, (1987) 2 SCC 654 (India).
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4.4.2 B.V. Nagaraju v. Oriental Insurance Co. Ltd.”®
Facts
The insurer repudiated a claim because the vehicle carried excess passengers, violating policy
terms.
Issues
1. Whether a technical breach invalidates claims.
2. Whether a causal connection is required.
Judgment
The Supreme Court held that the breach must be fundamental and causally connected to the
loss. It ruled that mere technical violations cannot justify repudiation. The Court emphasized

proportionality and fairness, reinforcing consumer protection principles.

4.5 DELAY AND INSURER ACCOUNTABILITY

Delays in settling insurance claims are governed by the Insurance Act, 1938, regulations from
the IRDALI, and the Consumer Protection Act, 2019. Although the legislation emphasizes the
principle of good faith, Section 64UM specifically requires prompt and accurate claim
evaluation. According to guidelines set by the Insurance Regulatory and Development
Authority of India, claims must be resolved within 30 days, extendable to 90 days if an
investigation is necessary. Failing to meet these timelines without valid reasons is considered
a service deficiency under consumer protection laws. As a result, insurers are held accountable
based on how timely, transparent, and fair their claims processing is.

4.5.1 National Insurance Co. Ltd. v. Nitin Khandelwal, (2008) *°

Facts

The respondent, Nitin Khandelwal, had insured his vehicle with National Insurance Company
Ltd. During the subsistence of the policy, the vehicle was stolen. The insured promptly lodged
a First Information Report (FIR) with the police and subsequently informed the insurer about
the theft. Upon submission of the claim, the insurer conducted an investigation and did not
dispute the fact that the theft had actually occurred. However, the insurance company
repudiated the claim on the ground that the insured had violated certain policy conditions
specifically alleging that the vehicle was being used in a manner inconsistent with the terms of

the policy. The insurer contended that such a breach disentitled the insured from claiming

% B.V. Nagaraju v. Oriental Ins. Co., (1996) 4 SCC 647 (India).
% Nat’l Ins. Co. v. Nitin Khandelwal, (2008) 11 SCC 256 (India).
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indemnity, irrespective of the nature of the loss. Aggrieved by the repudiation, the insured
approached the consumer forum, arguing that the denial of the claim was arbitrary and
unrelated to the actual cause of loss, i.e., theft.
Issue
1. Whether an insurer can repudiate a claim for theft of a vehicle based on breach of
policy conditions unrelated to the cause of loss.
2. Whether violation of policy terms automatically absolves the insurer from liability in all
circumstances.
3. Whether denial of a genuine theft claim amounts to a deficiency in service under
consumer law.
Judgment
The Supreme Court held in favor of the insured and ruled that the insurer was liable to
indemnify the loss. The Court observed that theft is an independent and unforeseen event, and
once the occurrence of theft is established, the insurer cannot avoid liability merely by pointing
to breaches of policy conditions that have no causal connection with the loss. It emphasized
that insurance contracts must be interpreted in a manner that fulfills their fundamental purpose
of indemnification rather than defeating legitimate claims on technical grounds.
The Court further clarified that while policy conditions are binding, their breach must be
material and causally connected to the loss in order to justify repudiation. In the present case,
the alleged violation of policy terms did not contribute to or cause the theft of the vehicle.
Therefore, repudiation on such grounds was held to be unjustified and arbitrary.
Additionally, the Court recognized that denial of a genuine claim in such circumstances
amounts to a deficiency in service, as it reflects unfair and unreasonable conduct on the part of
the insurer. The judgment reinforced the principle that insurers cannot rely on technical
defenses to escape liability when the risk insured against has actually materialized.
The Court ultimately directed the insurer to pay the insured amount, thereby strengthening
consumer protection and establishing that in theft claims, breach of policy conditions unrelated
to the loss cannot defeat the claim. This decision is considered a landmark in reinforcing insurer

accountability and limiting arbitrary repudiation practices.

4.6 CONCLUSION

In India, judicial interpretation has significantly reshaped the landscape of insurance claims

management by integrating key principles such as fairness, accountability, and efficiency into
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the legal system. Although laws like the Insurance Act, 1938, and the Consumer Protection
Act, 2019, provide the basic legal framework, it is the judiciary that has given practical effect
to these rules through purpose-driven and forward-looking interpretations. Courts have
regularly stepped in to prevent unjustified rejections of claims, ensuring insurers cannot exploit
contractual terms to deny policy holders their rightful benefits. This reflects a broader legal
shift from a strict adherence to contract formalities toward a more consumer-focused approach
that prioritizes real justice over procedural minutiae. !

Judicial rulings have played a vital role in balancing the enforcement of contract terms with the
protection of consumer rights. The Supreme Court has emphasized that while insurance
agreements are legally binding, their interpretation must not undermine the core objective of
providing financial compensation. By requiring insurers to bear the burden of proof—
especially when rejecting claims due to alleged non-disclosure or policy violations—the courts
have reduced arbitrary decisions and improved transparency in claim assessments. This ensures
that denials are based on solid, clear, and legally valid evidence rather than on technicalities or
assumptions. %!

Moreover, courts have treated delays in claim settlement as context-specific, reinforcing
accountability in the process. While acknowledging that some delay may be reasonable under
certain conditions, they have ruled that prolonged or unjustified delays amount to a deficiency
in service, making insurers liable under consumer protection laws. This balanced view prevents
companies from using administrative delays as an excuse while also recognizing the practical
challenges involved in claim verification. Consumer forums, especially under the Consumer
Protection Act, 2019, have backed this stance by granting compensation for delays that result
in financial strain or emotional distress for policy holders.!?

Another important contribution of the judiciary is its firm stance against claim rejections based
on trivial or unrelated policy breaches. Key judgments have made it clear that only those
violations that are significant and directly linked to the loss can justify denying a claim. This
principle has curtailed the misuse of minor contractual lapses to reject valid claims, ensuring
that policy holders are not unfairly penalized. Such reasoning supports the fundamental purpose
of insurance as a tool for risk sharing and financial security.

Overall, the judiciary has helped evolve insurance law into a system that prioritizes the policy

holder, particularly in the face of unequal bargaining power and the dominant position of

100 B R. Hardy Ivamy, General Principles of Insurance Law 23-30 (Butterworths 6th ed. 1993).
101 Shashidharan K. Kutty, “Judicial Trends in Insurance Litigation in India,” 5 Indian J. L. & Just. 112, 120-125 (2014).
122 Poonam Puri & Jeffrey Shafer, “Insurance Regulation and Consumer Protection,” 32 J. Ins. Reg. 1, 10-15 (2013).
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insurance institutions. By aligning statutory laws, regulatory standards, and principles of
equity, courts have ensured that insurance contracts fulfill their social role. This development
underscores a commitment to fairness and economic justice, strengthening public trust in the

insurance sector and fostering a more transparent and responsible claims management system.
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CHAPTER V
COMPARATIVE ANALYSIS OF INSURANCE CLAIMS
MANAGEMENT IN INDIA AND INTERNATIONAL PRACTICES
5.1 INTRODUCTION

The success of insurance as a tool for managing financial risk largely hinges on how efficiently

and reliably claims are handled. Although earlier chapters have established from a doctrinal
standpoint that India’s legal system supports operational efficiency and promotes customer
satisfaction, comparing it with international models offers a more comprehensive way to assess
this claim. Such comparative analysis helps uncover best practices and institutional
advancements, while also placing national regulations within the context of global
developments in insurance law.'%

This chapter evaluates India’s legal framework for insurance claims management alongside
prominent jurisdictions, the United Kingdom, the United States, and Australia each reflecting
distinct regulatory approaches: principle-based oversight, enforcement-focused regulation, and
a hybrid model emphasizing consumer protection, respectively. The comparison seeks to show
that India’s legal structure is not only functionally sound but also progressively aligning with

international norms, effectively supporting efficient operations and policy holder satisfaction,

thus reinforcing the core argument of this study.

5.2 FRAMEWORK OF INSURANCE CLAIMS MANAGEMENT IN
INDIA

The legal system overseeing insurance claims management in India is shaped by a mix of
legislation, regulatory rules, and court rulings. At its core is the Insurance Act, 1938, which
sets the primary legal foundation. Key provisions like Section 64UM require that claims be
assessed by licensed surveyors, ensuring impartial evaluations, minimising subjective
decisions, and improving procedural effectiveness.

Complementing this is the Consumer Protection Act, 2019, which establishes avenues for
resolving disputes related to claim delays, denials, or poor service delivery. By framing policy
holders as consumers, the Act promotes a service model focused on fairness, timeliness, and
accountability.

Further strengthening the framework are regulations from the Insurance Regulatory and

183 Konrad Zweigert & Hein Ko6tz, An Introduction to Comparative Law 34-36 (3d ed. 1998).
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Development Authority of India (IRDAI), especially the IRDAI (Protection of Policy holders’
Interests) Regulations, 2017. These impose clear timelines for claim processing, mandate
disclosure practices, and set standards for insurer responsibility.

Together, these components form a cohesive structure that institutionalises efficiency within
the claims process. As a result, handling claims is not just a routine administrative task but a

legally enforceable duty supported by multiple oversight mechanisms.

5.3 UNITED KINGDOM: PRINCIPLE-BASED APPROACH TO CLAIMS
MANAGEMENT

The United Kingdom has a well-established and sophisticated insurance market, underpinned
by a regulatory system based on broad principles rather than prescriptive rules. Oversight of
insurance activities falls to the Financial Conduct Authority (FCA), which enforces general
standards instead of detailed legal requirements. Central to this approach is the principle of
“Treating Customers Fairly” (TCF), which obliges insurers to prioritize policy holders’
interests throughout the duration of their policies.'%

In claims handling, this principle demands timely, open, and equitable treatment, ensuring that
claims are processed efficiently and without unnecessary delays. The UK model prioritizes
trust in institutions and strong regulatory supervision over strict procedural compliance.

An important component of this framework is the Financial Ombudsman Service (FOS), which
offers an affordable, straightforward, and binding avenue for resolving disputes. By allowing
policy holders to address grievances without going to court, the FOS helps minimize delays
and improve overall satisfaction. This highlights how effective dispute resolution can support
regulatory goals and enhance operational performance.'%

Compared to India’s system, the UK’s approach is generally more adaptable and less reliant
on formal procedures. Nonetheless, both countries uphold a shared focus on safeguarding

consumers and ensuring fairness in the management of insurance claims.

5.4 UNITED STATES: ENFORCEMENT-ORIENTED MODEL
The United States follows a distinct approach defined by a decentralized, enforcement-focused
regulatory system. Responsibility for regulating insurance lies mainly with individual states,

which adopt laws often based on model statutes like the Unfair Claims Settlement Practices

194 John Lowry & Philip Rawlings, Insurance Law: Doctrines and Principles 3-5 (3d ed. 2011).
105 Financial Ombudsman Service (U.K.), Annual Report.
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Act (UCSPA).10¢

This framework prioritizes deterrence through active enforcement, outlawing actions such as
unjustified delays, misleading statements, and the bad-faith rejection of claims. Insurers found
in violation face substantial consequences, including financial damages and penalties imposed
by regulators.'”” By imposing these risks, the system effectively encourages compliance with
legal requirements.

When compared internationally, the U.S. model underscores how rigorous enforcement can
promote efficiency and accountability in insurance practices. Although India does not rely on
similarly punitive measures, it attains similar results through a mix of regulatory supervision

and consumer safeguards.

5.5 AUSTRALIA: HYBRID MODEL OF FAIRNESS AND EFFICIENCY

Australia’s insurance system operates as a hybrid model, integrating statutory regulation with
robust consumer safeguards. Central to this framework is the Insurance Contracts Act of 1984,
which upholds the doctrine of utmost good faith, obliging both insurers and policy holders to
deal with honesty and fairness.!'%

Disputes are efficiently managed through the Australian Financial Complaints Authority
(AFCA), which offers a reliable alternative dispute resolution (ADR) process. This system
delivers timely, accessible, and binding outcomes, helping to reduce dependence on court
proceedings and avoid prolonged delays.'"”

The Australian approach is especially pertinent when comparing it with India’s insurance
landscape, as both countries prioritize consumer protection, regulatory supervision, and

accessible redress mechanisms. Yet, Australia’s more efficient and integrated ADR structure

provides useful lessons for enhancing India’s existing framework.

5.6 COMPARATIVE ANALYSIS: INDIA AND INTERNATIONAL
PRACTICES

A comparison of India’s regulatory framework with international practices shows significant
functional similarities. In terms of efficiency, India's clearly defined timelines and structured

regulatory processes deliver performance on par with global benchmarks. While countries like

106 Unfair Claims Settlement Practices Act (NAIC Model Act) (U.S.).

107 Jeffrey W. Stempel & Erik S. Knutsen, Insurance Coverage 45-50 (2016).
108 Tnsurance Contracts Act 1984 (Cth) (Austl.).

109 Australian Financial Complaints Authority, Annual Report.
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the UK and Australia place greater emphasis on alternative dispute resolution (ADR), India
ensures efficient outcomes through well-established regulations and active judicial supervision,
supporting both consistency and enforcement.

Regarding consumer protection, the Consumer Protection Act of 2019 offers comprehensive
safeguards that meet international expectations. Indian policy holders have access to various
redressal mechanisms, such as consumer courts and insurance ombudsman programs, which
improve fairness and ease of access.

India’s regulatory supervision, led by the Insurance Regulatory and Development Authority of
India (IRDAI), mirrors the oversight functions performed by international bodies like the UK’s
FCA and Australia’s ASIC. Ongoing regulatory reforms and periodic updates reflect a
responsive and evolving regulatory environment, keeping Indian standards in line with globally

accepted practices.

5.7 EFFECT ON CUSTOMER SATISFACTION AND INSURANCE
PARTICIPATION

The performance of claims management systems significantly influences customer satisfaction
and the extent of insurance coverage. When claims are handled efficiently and transparently,
policy holders tend to develop greater trust in insurers, which in turn promotes broader
engagement with insurance services.

In India, harmonizing legal and regulatory standards with global practices has led to better
service delivery, fewer disputes, and stronger confidence among policy holders. These
improvements are evident in the consistent expansion of the insurance industry and the growing
number of individuals purchasing policies.

From a legal standpoint, customer satisfaction can be seen as an indicator of how well legal
rights and safeguards are upheld in practice, reflecting the overall strength and functionality of
the regulatory system.

While international jurisdictions may offer certain advantages, such as faster dispute resolution
through advanced ADR systems, the Indian framework compensates through comprehensive
legal protections and institutional safeguards. The presence of multiple remedies ensures that
policy holders are adequately protected, even if the process may occasionally involve longer
timelines.

Importantly, the Indian system is characterized by continuous evolution and reform, indicating

its capacity to address emerging challenges and improve efficiency over time. This adaptability
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is a key indicator of the framework’s effectiveness.

5.8 CONCLUSION

A comparative assessment of insurance claims management in India and in leading
international jurisdictions reveals that India’s legal framework has matured into a strong,
efficient, and consumer-focused system. The combination of statutory regulations under the
Insurance Act, 1938, supervision by the Insurance Regulatory and Development Authority of
India (IRDAI), and redressal avenues provided by the Consumer Protection Act, 2019 ensures
that claims are handled in an organized and accountable way. While India’s approach uniquely
blends regulatory and judicial oversight, it closely aligns with global practices seen in countries
like the United Kingdom, the United States, and Australia.

The focus on timely, transparent, and fair claim settlements has notably improved customer
satisfaction and bolstered trust among policy holders. With multiple channels for dispute
resolution, individuals are rarely left without recourse, which further strengthens confidence in
the system. Although some international systems achieve quicker resolutions through more
developed alternative dispute resolution (ADR) methods, India’s model provides robust legal
protections and enforceable outcomes, ensuring fair and meaningful justice.!!

Moreover, the ongoing refinement of laws and regulations highlights the system’s ability to
adapt to new challenges and its dedication to enhancing efficiency. This evolution has
supported rising insurance penetration and greater policy holder engagement, confirming the
study’s central hypothesis. Therefore, it is evident that India’s legal framework not only ensures
effective claims management but also actively contributes to customer trust and the broader

growth of the insurance industry.

10 p_ S, Palande et al., Insurance in India: Changing Policies and Emerging Opportunities 210-215 (2011).
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CHAPTER VI
FINDINGS AND RECOMMENDATIONS AND CONCLUSION
6.1 ANALYSIS OF THE HYPOTHESIS

The central hypothesis of this research is that the legal framework governing insurance claims

management in India is effective in ensuring operational efficiency, which in turn enhances
customer satisfaction and contributes to increased policy holder participation.

A doctrinal analysis of statutory provisions, regulatory mechanisms, and judicial decisions
clearly supports this hypothesis. The Insurance Act, 1938 establishes the foundational structure
for claims administration by ensuring procedural discipline and professional assessment of
claims. This statutory framework is further strengthened by the regulatory oversight of the
Insurance Regulatory and Development Authority of India, which has introduced time-bound
procedures, transparency requirements, and accountability standards through its regulations.
Judicial interpretation has played a crucial role in reinforcing these legal provisions by
emphasizing fairness, good faith, and consumer protection. Courts have consistently
discouraged arbitrary repudiation, recognized delay as a deficiency in service, and ensured that
insurers adhere to the principles of reasonableness and proportionality. These judicial
developments have transformed the legal framework into a consumer-centric system, ensuring
that operational efficiency is not merely a regulatory expectation but a legally enforceable
obligation.

Furthermore, the integration of the Consumer Protection Act, 2019, into the insurance sector
has strengthened the rights of policy holders by providing accessible and effective remedies
for grievances. This has enhanced customer satisfaction by ensuring timely redressal and
accountability.

The comparative analysis undertaken in Chapter V further validates the hypothesis by
demonstrating that the Indian legal framework is aligned with international best practices and
is capable of delivering outcomes comparable to those of advanced jurisdictions.

Thus, it can be concluded that the hypothesis stands substantially validated, as the legal
framework effectively ensures operational efficiency and contributes to customer satisfaction,

which in turn promotes the growth of the insurance sector.

6.2 CONCLUSION

The doctrinal evaluation conducted in this research establishes that the legal framework

governing insurance claims management in India is comprehensive, structured, and
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progressively evolving. The combined effect of statutory provisions, regulatory oversight, and
judicial interpretation has created a system that ensures the timely, transparent, and fair
settlement of claims.

The legal framework has successfully shifted the focus from a purely contractual approach to
a consumer-oriented model, where policy holders are treated as beneficiaries of legal protection
rather than mere parties to a contract. This transformation has enhanced trust in the insurance
system and contributed to the increasing participation of policy holders.

While certain challenges persist, particularly in terms of implementation and procedural
complexity, these do not undermine the effectiveness of the legal framework. Instead, they
highlight the need for continuous improvement and reform. Overall, the Indian insurance legal
system can be regarded as functionally effective and aligned with its intended objectives,

thereby fulfilling its role in promoting both operational efficiency and customer satisfaction.

6.3 FINDINGS

The study reveals several important findings:

Firstly, the legal framework governing insurance claims management in India is well-
developed and multi-dimensional, incorporating statutory, regulatory, and judicial elements.
Secondly, operational efficiency is effectively ensured through time-bound procedures,
standardized processes, and regulatory supervision, making it a legally enforceable
requirement rather than a discretionary practice.

Thirdly, judicial intervention has played a significant role in strengthening the framework by
promoting fairness, transparency, and accountability in claims settlement.

Fourthly, the legal framework has had a positive impact on customer satisfaction, as evidenced
by improved claims practices, enhanced transparency, and accessible grievance redressal
mechanisms.

Fifthly, the Indian framework is broadly aligned with international standards, demonstrating
its capability to meet global benchmarks in insurance regulation.

Finally, the increasing number of policy holders indicates growing trust and confidence in the

insurance system, which can be attributed to the effectiveness of the legal framework.

6.4 RECOMMENDATIONS

Based on the findings of the study, the following recommendations are proposed:

Firstly, there is a need to strengthen enforcement mechanisms to ensure strict compliance with
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regulatory timelines and standards. Enhanced regulatory powers and penalties for non-
compliance can improve accountability.

Secondly, the claims process should be simplified and streamlined by reducing documentation
requirements and adopting standardized procedures. The use of digital platforms can
significantly enhance efficiency.

Thirdly, efforts should be made to increase consumer awareness and legal literacy, enabling
policy holders to better understand their rights and claim procedures.

Fourthly, the dispute resolution system should be strengthened by expanding the powers of the
Insurance Ombudsman and promoting alternative dispute resolution mechanisms such as
mediation and arbitration.

Fifthly, continuous reforms should be undertaken to ensure that the legal framework remains
adaptive to technological advancements and emerging challenges in the insurance sector.
Finally, greater emphasis should be placed on transparency and communication, ensuring that

policy holders are kept informed throughout the claims process.
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