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Abstract

Health insurance is a vital instrument for safeguarding individuals against catastrophic healthcare expenditures
and promoting equitable access to medical services. In India, the growth of the health insurance sector has been
shaped by a combination of legal frameworks, policy initiatives, and regulatory oversight, primarily under the
Insurance Regulatory and Development Authority of India (IRDAI). This paper critically examines the existing
legal and policy structures governing health insurance, focusing on the regulatory mechanisms, guidelines, and
monitoring practices implemented by IRDAI to ensure consumer protection, financial stability, and market
efficiency. It explores the historical evolution of health insurance legislation, the role of statutory provisions in
standardizing policies, and the impact of regulatory interventions on coverage, premiums, and claim settlement
processes. The study also identifies key challenges confronting the sector, including limited penetration in rural
and marginalized populations, inadequate awareness about policy features, regulatory loopholes, and the
increasing complexity of healthcare costs. Using a doctrinal research methodology supplemented by an analysis
of secondary data from legislative texts, IRDAI reports, and scholarly literature, the paper highlights the gaps
between policy intent and ground-level implementation. Recommendations are provided to enhance regulatory
effectiveness, strengthen grievance redressal mechanisms, promote innovative insurance products, and expand
access to comprehensive health coverage. By examining the interplay between law, policy, and regulation, this
study underscores the importance of robust governance frameworks in ensuring that health insurance
contributes effectively to financial protection, public health objectives, and equitable healthcare delivery in
India.

Keywords: Health Insurance, IRDAI, Legal Framework, Consumer Protection, Healthcare Access,
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I. INTRODUCTION

Health insurance has emerged as a vital mechanism for mitigating financial risk associated with healthcare
expenditures, ensuring that individuals can access timely and quality medical services without facing
catastrophic economic consequences. In India, rising healthcare costs, increasing prevalence of non-
communicable diseases, and the growing demand for private healthcare have highlighted the importance of
comprehensive health coverage. Over the past two decades, India’s health insurance sector has experienced

International Journal of Novel Research and Development (www.ijnrd.org)



http://www.ijnrd.org/

© 2025 IJNRD | Volume 10, Issue 8 August 2025 | ISSN: 2456-4184 | JNRD.ORG

significant growth, fueled by government-led initiatives, the entry of private insurers, and heightened public
awareness about the financial risks of inadequate health protection.! Despite this growth, the sector continues to
face several critical challenges. These include limited insurance penetration, particularly in rural and
marginalized communities; lack of awareness among policyholders regarding policy benefits and exclusions;
discrepancies in claim settlement practices; and rising healthcare costs that strain both insurers and insured
individuals. Moreover, the diversity and complexity of health insurance products often lead to confusion and
inadequate coverage, undermining the sector’s effectiveness in providing financial protection.?

The Insurance Regulatory and Development Authority of India (IRDAI), established under the IRDA Act, 1999,
serves as the primary regulatory authority for the insurance sector in India. Its mandate encompasses licensing
of insurers and intermediaries, monitoring solvency and capital adequacy, ensuring transparency in product
offerings, regulating premium rates, and safeguarding consumer interests. Through periodic regulations,
guidelines, and monitoring mechanisms, IRDAI seeks to maintain the stability, efficiency, and fairness of the
health insurance market.®> This paper critically examines the legal and policy framework governing health
insurance in India, with a special focus on IRDAI’s regulatory oversight. It aims to identify key challenges in
governance, analyze the effectiveness of regulatory interventions, and suggest measures to enhance consumer
protection, expand coverage, and strengthen the overall efficiency and sustainability of the health insurance
sector in India. By doing so, the study underscores the essential role of effective governance in achieving
universal health coverage and promoting equitable access to healthcare services.

Il. HEALTH INSURANCE: MEANING AND DEFINITION

Health insurance is a type of insurance coverage that provides financial protection against medical expenses
incurred due to illness, injury, or hospitalization. It helps individuals or families manage the cost of healthcare,
including consultations, diagnostic tests, treatments, surgeries, and sometimes preventive care. Health insurance
can cover partial or full expenses depending on the policy terms, ensuring access to quality healthcare without
causing financial strain.*

According to Black’s Law Dictionary: Health insurance is a contract under which an insurer agrees to pay or
reimburse the insured for medical expenses incurred due to illness, injury, or hospitalization, in exchange for a
premium.®

According to IRDAI (Insurance Regulatory and Development Authority of India): Health insurance refers to
any contract that covers the risk of medical expenses arising from sickness, injury, or disability, including
policies such as hospitalization insurance, critical illness insurance, and personal accident insurance.®

According to Meier & Sprenger (Health Economics Authors): Health insurance is a financial arrangement
that protects individuals against the potentially high costs of medical care by pooling risk among insured
members.’

According to Rejda & McNamara (Principles of Risk Management and Insurance): Health insurance is a
type of personal insurance that covers medical and surgical expenses incurred by the insured and may provide
additional coverage for income loss due to disability.®

! P. Ramesh Babu, Health Insurance in India: Emerging Trends and Challenges, 12(Sage Publications, New Delhi, 2020)

2 R. Kannan and R. Ghosh, “Barriers to Health Insurance Penetration in India” 53(4) Economic and Political Weekly 45(2018).

3 IRDAI, Annual Report 2022-23, 56(Insurance Regulatory and Development Authority of India, Hyderabad, 2023)

4 IRDAI, Health Insurance Regulations, 2016, (Insurance Regulatory and Development Authority of India, Hyderabad, 2016) Reg.
2(1)(d).

5> Bryan A. Garner, Blacks Law Dictionary, 866(11th edn., Thomson Reuters, St. Paul, 2019)

5 IRDAI, Annual Report 2022-23,95 (Insurance Regulatory and Development Authority of India, Hyderabad, 2023)

"' S. Meier, and C. Sprenger, Demand for Health Insurance and Risk Preferences, 19(12) (Health Economics), 1445(2010).

8 G.E. Rejda, and McNamara, M.J., Principles of Risk Management and Insurance, (14th edn., Pearson Education, New York, 2020)
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I1.HISTORICAL BACKGROUND OF HEALTH INSURANCE IN INDIA

Health insurance in India has evolved gradually, shaped by socio-economic changes, government policies, and
rising healthcare costs. The origins can be traced back to the early 20th century, when employer-provided
schemes and community-based health funds offered limited coverage to specific groups. The Insurance Act,
1938 laid the foundational legal framework for insurance operations but did not specifically address health
insurance. Post-independence, the sector was dominated by public sector insurers, with health insurance largely
restricted to government employees and organized sector workers.® The establishment of the Insurance
Regulatory and Development Authority of India (IRDAI) under the IRDA Act, 1999 marked a turning point,
introducing private sector participation, regulatory oversight, and consumer protection measures. In recent
decades, the Indian government launched social health insurance initiatives such as the Rashtriya Swasthya
Bima Yojana (RSBY) and later Pradhan Mantri Jan Arogya Yojana (PM-JAY) to provide coverage to low-
income populations. Concurrently, private health insurance expanded rapidly, driven by increasing awareness,
rising medical costs, and tax incentives under Section 80D of the Income Tax Act. Today, health insurance in
India encompasses a mix of public, social, and private schemes, covering hospitalization, critical illness,
outpatient care, and preventive health services, reflecting the country’s ongoing efforts to improve financial
protection and access to healthcare.*°

1V. LEGAL AND POLICY FRAMEWORK FOR HEALTH INSURANCE IN INDIA
1. The Insurance Act, 1938

The Insurance Act, 1938 is the foundational legislation governing insurance operations in India. It provides
rules for the registration of insurance companies, ensures solvency by requiring insurers to maintain sufficient
reserves, and sets standards for corporate governance and conduct in managing insurance businesses.!!
However, the Act was primarily designed for life and general insurance and did not specifically address health
insurance. As a result, there were gaps in policy standardization, coverage norms, and consumer protection for
health-specific risks. Early health insurance products therefore lacked uniformity, which often led to confusion
among consumers and limited confidence in the sector.?

2. IRDAAct, 1999

The Insurance Regulatory and Development Authority Act, 1999 established IRDAI as the apex regulatory
authority for the insurance sector.'® The Act provides a comprehensive legal framework for regulating health
insurance, addressing the limitations of the 1938 Act. IRDAI’s key roles include licensing and monitoring
insurance companies, agents, brokers, and intermediaries to ensure compliance and financial soundness. It
regulates policy terms, coverage, exclusions, and premiums, while monitoring solvency margins and claims
settlement ratios to maintain sector stability. *The Act also ensures transparency, grievance redressal, and
ethical conduct among insurers. Additionally, it encourages private sector participation, innovation, and wider
insurance penetration, promoting a competitive and well-regulated market.*®

3. Health Insurance Regulations by IRDAI

To meet the specialized requirements of health insurance, IRDAI has issued sector-specific regulations. The
Health Insurance Regulations, 2016 standardize policy terms, coverage, exclusions, and definitions across
insurers, ensuring consistency and comparability for consumers.'® The Guidelines on Standard Product Features

% A. Bhatnagar, Health Insurance in India: An Overview, 3 (National Health Systems Resource Centre, New Delhi, 2014)
1ON. K. Gupta, “Health Insurance in India: Issues and Challenges” 46(47) Economic and Political Weekly 77(2011).

11 The Insurance Act, 1938 (Act No. 4 of 1938), s. 3.

12N. K. Gupta, “Health Insurance in India: Issues and Challenges” 46(47) Economic and Political Weekly 77(2011).

13 The Insurance Regulatory and Development Authority Act, 1999 (Act No. 41 of 1999), s. 3.

14 p, Ramesh Babu, Health Insurance in India: Emerging Trends and Challenges, 25(Sage Publications, New Delhi, 2020)
15 IRDAI, Annual Report 2022-23, 101(Insurance Regulatory and Development Authority of India, Hyderabad, 2023)

16 IRDAI, Health Insurance Regulations, 2016, Reg. 2(1)(d).
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enhance clarity and transparency, reducing mis-selling and enabling informed decision-making. Furthermore,
IRDAI mandates a Grievance Redressal Framework, requiring insurers to have internal complaint resolution
mechanisms and providing external escalation options, such as the Insurance Ombudsman, to safeguard
policyholder rights. The regulator also monitors claims settlement ratios, delays, and complaints to ensure
accountability and maintain consumer trust.*’

4 Government Initiatives in Health Insurance

Rashtriya Swasthya Bima Yojana (RSBY): The Rashtriya Swasthya Bima Yojana (RSBY) is a social health
insurance program targeting below-poverty-line households. It provides coverage for hospitalization expenses
and certain outpatient procedures, reducing the financial burden of medical treatment for wvulnerable
populations.*®

Pradhan Mantri Jan Arogya Yojana (PM-JAY) / Ayushman Bharat: The PM-JAY, also known as
Ayushman Bharat, offers comprehensive health insurance coverage of up to I5 lakh per family per year. It
focuses on secondary and tertiary care hospitalization and primarily targets low-income and vulnerable
families, ensuring access to quality healthcare services.®

Tax Incentives for Private Health Insurance: Section 80D of the Income Tax Act provides tax deductions for
premiums paid towards private health insurance. These incentives encourage individuals to purchase private
health insurance policies, promoting broader coverage and enhancing financial protection against healthcare
costs.?°

State-Level Health Insurance Schemes: Various state-specific health insurance programs, such as Chief
Minister Health Insurance Schemes, complement central initiatives. These schemes aim to reduce out-of-pocket
medical expenses, improve access to healthcare, and extend coverage to populations that may not be fully
reached by central programs.?:

V. INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY ACT, 1999 (IRDA
ACT, 1999)

The Insurance Regulatory and Development Authority Act, 1999 (IRDA Act, 1999) is the foundational
legislation that established the Insurance Regulatory and Development Authority of India (IRDAI). The Act was
enacted with the primary objective of regulating and promoting the insurance sector in India, which includes
life insurance, general insurance, and health insurance. It aims to create a modern, transparent, and accountable
regulatory framework that safeguards the interests of policyholders while fostering healthy competition among
insurers.?? The legislation empowers IRDAI to license and monitor insurance companies and intermediaries,
ensure compliance with solvency and capital adequacy requirements, regulate insurance products and
premiums, and oversee claims settlement processes.?® By introducing these regulatory mechanisms, the IRDA
Act seeks to protect consumers from unfair practices, enhance confidence in the insurance market, maintain
financial stability within the sector, and promote sustainable growth. The Act also aligns Indian insurance

17'S. Chatterjee, “Regulation of Health Insurance in India: Role of IRDAI” 61(2) Journal of the Indian Law Institute 212(2019).
BMinistry of Labour and Employment, Operational Guidelines for Rashtriya Swasthya Bima Yojana, 4(Government of India, New
Delhi, 2008)

19 National Health Authority, Annual Report on Ayushman Bharat Pradhan Mantri Jan Arogya Yojana, 11(Government of India, New
Delhi, 2023)

20 The Income Tax Act, 1961 (Act No. 43 of 1961), s. 80D.

2L Government of Tamil Nadu, Chief Minister’s Comprehensive Health Insurance Scheme Guidelines, 2(Chennai, 2022)

22 The Insurance Regulatory and Development Authority Act, 1999 (Act No. 41 of 1999), s. 3.

23 S, Chatterjee, “Regulation of Health Insurance in India: Role of IRDAI” 61(2) Journal of the Indian Law Institute 212(2019).
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regulation with international best practices, encouraging innovation, technological adoption, and efficiency in
service delivery.?*

VI. OBJECTIVES OF THE IRDAACT, 1999
1. Regulation and Supervision — To oversee the functioning of life and general insurance
companies in India, ensuring strict adherence to legal provisions, financial guidelines, and operational
standards set under the IRDA Act, 1999%°
2. Financial Stability — To maintain adequate solvency margins, ensure capital adequacy, and
prevent the collapse of insurance companies, thereby securing the overall stability and credibility of the
insurance sector.?
3. Consumer Protection — To safeguard policyholders from unfair trade practices, misleading
advertisements, and mis-selling, while ensuring fair pricing, transparent policy terms, and speedy
settlement of claims.?’
4. Promotion of Insurance — To increase insurance awareness and penetration in both urban and
rural markets, promote healthy competition, and encourage the development of innovative, customer-
friendly insurance products and services.?
5. Accountability and Transparency — To establish a culture of disclosure, ethical conduct, and
public accountability, ensuring that insurers, brokers, and intermediaries provide clear, accurate, and
timely information to policyholders.?®

VII. FUNCTIONS OF IRDAI UNDER THE IRDAACT
1. Licensing and Registration: Granting licenses to insurance companies (life, general, and health
insurers), insurance brokers, agents, and other intermediaries. Ensuring that only financially sound and
legally compliant entities operate in the sector.*
2. Regulation of Insurance Products and Premiums: Framing regulations regarding terms,
conditions, coverage, exclusions, and premiums of insurance products. Approving new products before
they are offered in the market.®

3. Financial Oversight: Monitoring solvency margins, investment norms, and capital adequacy of
insurers. Ensuring insurers maintain sufficient reserves to meet policyholder claims.
4. Consumer Protection and Grievance Redressal: Mandating proper documentation,

disclosures, and transparent communication of policy terms. Establishing grievance redressal
mechanisms for prompt settlement of complaints.®®

5. Monitoring Claims Settlement Ratios: Tracking insurers’ performance in claim settlements to
ensure timely and fair payments. Enhancing policyholder confidence in insurance products.3*

6. Promoting Insurance Awareness: Conducting programs to educate the public about insurance
benefits, products, and rights.

7. Regulatory Enforcement and Penalties: Issuing directions to insurers to ensure compliance
with laws. Imposing penalties or suspending licenses in case of violations or misconduct.*

24 p, Ramesh Babu, Health Insurance in India: Emerging Trends and Challenges, 45(Sage Publications, New Delhi, 2020)

% Insurance Regulatory and Development Authority Act, 1999, No. 41, Acts of Parliament, 1999 (India), Statement of Objects and

Reasons.

% |bid, s. 14(2)(b).

2d., s. 14(2)(e).

B1d., s. 14(2)(f) & ().

21d., s. 14(2)(h) & (m).

30 See Supra-26.

31 1bid., s. 14(2)(i)

321d., s. 14(2)(9)—(h)

31d., s. 14(2)(m); see also Insurance Ombudsman Rules, 2017.

3 Insurance Regulatory and Development Authority of India (Protection of Policyholders’ Interests) Regulations, 2017, reg. 14.

3 Insurance Regulatory and Development Authority Act, 1999, s. 14(2)(e).

% 1bid., s. 14(2)()—(n).
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VIII. SIGNIFICANCE OF THE IRDAACT, 1999

1. Strengthened Policyholder Protection and Trust: The IRDA Act empowers IRDAI to safeguard
policyholders’ interests by ensuring fair practices, transparency, and timely claim settlements. Regulatory
oversight reduces fraud and mis-selling, building consumer confidence and trust in insurance products.

2. Promotion of Competition and Private Sector Participation: By allowing private insurers to operate
alongside public sector companies, the Act fosters competition. This drives innovation, better service quality,
and affordable premiums, while increasing insurance penetration across life, health, and general insurance
sectors.®’

3. Ensured Financial Discipline and Solvency: IRDAI monitors solvency margins, capital adequacy, and
investment practices of insurers. This ensures companies maintain sufficient reserves to meet liabilities,
promoting financial stability and reducing the risk of insurer failure that could harm policyholders.*

4. Introduction of Modern Regulatory Practices Aligned with Global Standards: The Act incorporates
international best practices in regulation, governance, and transparency. IRDAI issues guidelines on product
standardization, disclosure, grievance redressal, and reporting, encouraging technological innovation and digital
solutions in insurance.

5. Overall Impact on the Insurance Sector: The IRDA Act transformed India’s insurance market from a
government monopoly into a competitive, regulated, and consumer-friendly sector. It balances industry growth
with policyholder protection, ensuring long-term sustainability, accountability, and transparency.®

IX. ROLE OF IRDAI IN HEALTH INSURANCE GOVERNANCE

1. Licensing and Monitoring of Insurers: IRDAI grants licenses to insurance companies and
intermediaries, ensuring that only financially sound and legally compliant entities operate in the health
insurance market. Continuous monitoring guarantees adherence to statutory norms and operational
integrity.

2. Enforcing Solvency and Capital Adequacy Norms: The authority sets and enforces solvency
requirements and capital adequacy standards. These measures protect policyholders from the risk of
insurer insolvency and maintain the financial stability of the sector.*°

3. Standardization of Health Insurance Products and Premiums: IRDAI regulates policy terms,
coverage, exclusions, and premium structures. Standardization ensures transparency, comparability, and
fairness in offerings, enabling consumers to make informed decisions.

4. Transparency, Disclosure, and Consumer Protection: IRDAI mandates clear policy
documentation, proper communication of benefits, and disclosure of critical information. The authority
also ensures the existence of grievance redressal mechanisms to safeguard policyholder rights.*

5. Monitoring Claims Settlement Ratios: The regulator tracks insurers’ claims settlement
performance to ensure prompt and reliable payment. This fosters consumer confidence and trust in the
health insurance sector.

6. Promoting Accountability and Market Stability: Through these regulatory functions, IRDAI
ensures accountability among insurers and contributes to the growth, development, and stability of
India’s health insurance market.6. Challenges in Health Insurance Governance.*?

378, K. Sarvaria, Commentary on The Insurance Regulatory and Development Authority Act 98(1st edn., LexisNexis, 2022).

38 Bajaj Allianz Blog, “New IRDAI Health Insurance Guidelines in 2025, published Jan 15, 2025.

3 Taxmann’s Insurance Laws Manual — Authentic Compendium on Insurance Laws of India,123 (Taxmann, 27th edn.,2025).

0 Nishith Desai Associates, “Regulatory Reforms: Advertising & Corporate Governance Circulars” 89(2024)

1 1bid.,

42 Madiwalar, Meenaxi Shivappa, “IRDAI and The Growth of Health Insurance in India”4(2) ShodhKosh: Journal of Visual and

Performing Arts 5081(2023)
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X. RELATIONSHIP BETWEEN HEALTH INSURANCE GOVERNANCE AND IRDAI

Health insurance governance refers to the system of rules, policies, and oversight mechanisms that ensure the
smooth functioning, transparency, accountability, and consumer protection in the health insurance sector.
Effective governance is critical to protecting policyholders, maintaining financial stability, standardizing
insurance products, and promoting equitable access to healthcare services. The Insurance Regulatory and
Development Authority of India (IRDAI) is the central regulatory authority responsible for implementing and
enforcing health insurance governance in India. Its functions are directly linked to the objectives of governance,
ensuring that insurers operate fairly, transparently, and efficiently.*

1. Licensing and Oversight

IRDAI ensures that only financially sound and legally compliant insurers and intermediaries operate in the
health insurance market. This includes licensing insurance companies, agents, brokers, and other intermediaries.
Such oversight maintains accountability, mitigates the risk of fraud, and strengthens consumer confidence in the
sector. By preventing unauthorized operators and monitoring compliance, IRDAI safeguards the integrity of the
health insurance system.**

2. Standardization of Health Insurance Products

Through sector-specific regulations, including the Health Insurance Regulations, 2016, IRDAI standardizes
policy terms, coverage, exclusions, and premium structures. This ensures that consumers can compare products
easily, promotes fairness in offerings, and reduces instances of mis-selling. Standardization is a key aspect of
governance, as it provides clarity and consistency in health insurance products across providers.*®

3. Financial Stability and Solvency

IRDAI monitors solvency margins, capital adequacy, and financial reserves of insurers to ensure they can meet
claims obligations. This function aligns with governance objectives of risk management and financial
discipline, protecting policyholders from the risk of insurer insolvency. By enforcing these financial norms,
IRDAI maintains the stability and reliability of the health insurance sector.

4. Claims Settlement and Consumer Protection

A core aspect of health insurance governance is ensuring timely and fair settlement of claims. IRDAI tracks
insurers’ claims settlement ratios and mandates grievance redressal mechanisms, including access to the
Insurance Ombudsman. These measures protect policyholder rights, enhance trust in the health insurance
system, and provide accountability in case of disputes or delays.*®

5. Promotion of Access, Awareness, and Market Development

IRDAI promotes competition and innovation among insurers, which indirectly improves coverage,
affordability, and the reach of health insurance products. It also supports consumer education initiatives, helping
policyholders understand their rights, benefits, and policy terms. These activities align with governance goals of
promoting awareness, informed decision-making, and equitable access to healthcare services.*’

43 Shreya Mishra, Need for Reforms in Health Insurance in India, with Special Reference to IRDAI (Health Insurance) Regulations,
2016, in Caesar Roy, Health Laws in India 226 (Routledge, London & New York, 2023)

44 Taxmann Editorial Board, Insurance Laws Manual 45 (Taxmann Publications, 26th edn., New Delhi, 2024).

4 Meenaxi Shivappa Madiwalar, IRDAI and the Growth of Health Insurance in India, 5(1) ShodhKosh: Journal of Visual and
Performing Arts 133(2023)

46 Ruchika Gupta, Regulatory Role of IRDAI in Promoting Health Insurance Penetration in India, 9(2) International Journal of Law,
Management & Humanities 488(2021).

47°\/. Rajesh, Health Insurance in India: Issues and Challenges, 7(4) International Journal of Advanced Research in Management and

Social Sciences 98(2020)
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XI. CHALLENGES IN HEALTH INSURANCE GOVERNANCE

Despite the regulatory framework and oversight by IRDAI, several challenges persist in health insurance
governance in India:

1. Low Insurance Penetration: Health insurance coverage remains limited, particularly in rural and semi-
urban areas. Many households are either uninsured or underinsured, limiting the effectiveness of health
coverage.

2. Complex Policy Terms and Products: Health insurance policies often include technical terms, conditions,
and exclusions that are difficult for consumers to understand. Lack of standardization in some products leads to
confusion and mis-selling.*®

3. Delayed Claims Settlement: Although IRDAI monitors claims ratios, delays in claim processing are still
reported. Delayed settlements erode consumer confidence and affect trust in the health insurance system.

4. Fraudulent Practices and Mis-selling: Instances of mis-selling, non-disclosure of terms, or misleading
policy information continue to challenge governance. Vulnerable and low-literacy consumers are often the
worst affected.*®

5. Regulatory Gaps in Emerging Health Sectors: Rapid developments in telemedicine, digital health
platforms, and wearable health devices require updated regulatory mechanisms. Current regulations may not
adequately address digital and tech-driven health insurance services.

6. Lack of Consumer Awareness: policyholders are unaware of their rights, entitlements, and grievance
redressal mechanisms. Limited financial literacy hampers informed decision-making and effective utilization of
health insurance benefits.

7. Inadequate Data Transparency: Accurate data on claims, fraud, and policy performance is essential for
monitoring and governance. Insufficient data sharing between insurers, regulators, and healthcare providers can
impede policy evaluation.>

8. Affordability Issues: Rising healthcare costs make insurance premiums unaffordable for low- and middle-
income households. This limits access to adequate coverage and contributes to financial vulnerability during
medical emergencies.

9. Administrative and Operational Challenges: Insurers face difficulties in implementing standardized
processes across regions. Monitoring, compliance enforcement, and effective grievance redressal require
significant resources and coordination.®!

XIl. RECOMMENDATIONS
Recommendations for Strengthening Health Insurance Governance in India
1. Strengthen IRDAI’s Monitoring and Regulatory Oversight

IRDALI should leverage advanced data analytics and technology platforms to monitor insurers’ performance
more effectively. This includes tracking claims settlement ratios, detecting delays or discrepancies, identifying
potential fraud, and monitoring solvency margins in real time. Enhanced monitoring will allow IRDAI to
proactively address operational inefficiencies, ensure financial stability, and maintain consumer trust in the
health insurance sector.

8 Nishith Desai Associates, “Regulatory Reforms: Advertising & Corporate Governance Circulars,” Nishith Desai Associates
Insights, 2024, available at: https://www.nishithdesai.com.
9 1bid.,
% Mondaq, “4 Comprehensive Guide on the Latest IRDAI Regulatory Reforms,” Mondaq Legal Insight, 2024, available at:
https://www.mondag.com. (last visited on 12.08.2025)
51 1bid.,
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2. Promote Standardized Health Insurance Policies

Complex and inconsistent policy terms often confuse consumers and reduce uptake of health insurance. IRDAI
should further standardize health insurance products, including coverage definitions, exclusions, and premium
structures. Standardization facilitates comparability across insurers, reduces the risk of mis-selling, and helps
policyholders make informed decisions, thereby strengthening transparency and fairness in the sector.

3. Increase Public Awareness and Education

A significant barrier to health insurance penetration is limited awareness among citizens, especially regarding
policy benefits, claim procedures, and grievance redressal mechanisms. Government and IRDAI should
conduct nationwide awareness campaigns, workshops, and digital outreach programs. Educating consumers
will empower them to make informed choices, claim benefits effectively, and exercise their rights under
grievance redressal frameworks.

4. Expand Insurance Penetration in Rural and Underserved Areas

Rural populations remain largely underinsured due to low awareness, affordability issues, and limited access to
insurance providers. IRDAI and insurers should promote micro-insurance products, design affordable policies,
and collaborate with local agencies, NGOs, and self-help groups to reach remote communities. Expanding rural
penetration ensures financial protection for vulnerable populations and supports social inclusion.

5. Integrate Private Insurance with Government Schemes

Private health insurance and government programs such as PM-JAY and state health insurance schemes often
operate in silos. Policy integration can improve efficiency, reduce duplication, and broaden coverage.
Encouraging public-private partnerships will allow private insurers to supplement government initiatives,
enhance service delivery, and create a more seamless health insurance ecosystem for citizens.

6. Promote Innovative Financing and Risk Management

To ensure the long-term sustainability of health insurance, innovative financing mechanisms should be
encouraged. This includes promoting reinsurance, risk pooling, and public-private partnerships to spread risk
and stabilize premiums. Additionally, technology-driven solutions like telemedicine-linked insurance, digital
claims management, and Al-based fraud detection can help reduce costs and improve service quality,
strengthening both governance and consumer trust.

XI1l. CONCLUSION

Health insurance governance in India is a complex system that relies on a robust legal and regulatory
framework to ensure transparency, accountability, and consumer protection. The Insurance Act, 1938 laid the
foundational structure, while the IRDA Act, 1999 established the Insurance Regulatory and Development
Authority of India (IRDAI) as the central authority to regulate and oversee the sector. IRDAI plays a pivotal
role in ensuring that insurers maintain financial stability, standardize health insurance products, settle claims
fairly, and adhere to ethical and legal norms. Its oversight extends to licensing insurers, monitoring solvency,
enforcing grievance redressal mechanisms, and promoting consumer awareness. Complemented by government
initiatives such as PM-JAY, RSBY, and state-level health schemes, IRDAI’s regulatory functions help expand
access to healthcare, particularly for vulnerable populations. Despite these frameworks, challenges such as low
insurance penetration, delays in claims, complex policy terms, and limited public awareness remain.
Strengthening regulatory enforcement, promoting transparency, and increasing outreach and education are
essential to enhance the effectiveness of health insurance governance in India.
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