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ARMAN OZA COIAMENTS THAT PROPER CARE ON THE CLIENT'S PART AT THE POINT OF SALE REDUCES THE RISK OF

REPUDIATION OF A CLAIIA TO A GREAT EXTENT.

Background

Consumers the wortd over have been
generatly skepticat about insurance as a
retiable risk management instrument. A
tayman poticyhotder is never sure whether
he witt receive the promised benefit, until
i t is actuaLty paid. Insurance is device
\ihere the sacrifice is real and immediate,
wh i te  the  benef i t s  a re  d is tan t  and
contingent. A claim is the onLy event that
gives the proof of this concept to the
cus tomer .  A t l  insurance poL ic ies  a re
desjgned to provide coverage against low
frequency events. Hence the chances of
avaiting benefits under insurance are
generatLy rare at the very outset, Amidst
this, repudiation of a ctaim by the insurer
hits at the very root of the fajth and
confidence of the insured. A major cause
of customer dissonance towards insurers
and insurance is the fact that ctaims do
get rejected, for one reason or the other.

Most often, only a total repudiation of a
c ta im by  the  insurer  i s  debated  and
discussed while considering rejection of
ctaims. However, settlement of ctaims for
amounts  tesser  than the  ac tua l
entittement, is atso equalty serious and
needs to be treated at par with totat
repudiation. An insurance contract casts
an obtigation upon the insurer to honour
his tiabitity as per the terms and condition5
of the poticy in futt. Wrongfut deductions
towards  deprec ia t ion ,  be t te rment
charges, non-standard setttements are

just a few examptes of partiat repudiation
of ctaims. Just because the claimant gets
'someth jng '  towards  h is  c ta im,  such
instances mostty go unchattenged and
unreported. Whether the repudiation is
partiat or total and regardless of the fact
whether the insured opts to challenge it
or not, the credibiLity of the insurer and
the overaLl retiabitity of insurance as a
mechanism that protects the poticyhotder
in times of perit. definitety gets dented.
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In this articte, we try to take a look at
the whole issue of repudiation of ctaims
from the poticyhotders' perspective. The
attempt is to analyse the fundamental
causes of repudiation of ctaims and to
prov ide  w i th  some ins jgh ts  fo r
poticyhotders to avoid this unpteasant
eventua l i t y .  We a tso  look  a t  var ious
remedial optjons for the potjcyhotder in
case of repudiatjon as weLl as the overatl
scenarjo of consumer protection in India.

Point of Sale Limbos

The perception of the product created
in the mind of the poticyhotder at the
po in t  o f  sa te .  p lays  a  c ruc ia t  ro le  in
buitding his expectations at the time of
cLa im.  Hence f rom a  consumer 's
standpoint, it is extremeLy essentiat to
be c tear  on  severa t  aspec ts  o f  the
produc t  and pos t -saLe serv ice  a t  the
point of sate itsetf. Insurance setting has
become an aggress ive  bus iness  a f te r
private ptayers entered the marketplace.
White this was required to a great extent
in the interest of increasing insurance
penetration in the country it has, on the
ftjp stide, atso resutted in instances of
g ross  mis 'se t l jng  by  unscrupuLous
salespersons. In the Lure of 'closing a
deat ' ,  c r i t i ca t  e tements  o f  insurance
set t ing  t j ke  exp ta in ing  the  coverage,
exctusions, duties of insured in the event
o f  c ta ims and the  t i ke  a re  o f ten  no t
communicated to the insured. These are
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been adequately publicized. Consumer
courts on the other hand have started
taking too long to dispose cases and
hence are proving to be costly, Cost, time
and accessibitity factors inhibit most of
the redressal options in our country,
Consumer protection mechanism has not
been able to cope with geographic and
demographic expansion of markets,
especially in the financial services
segment, Due to systemic deficiencies
very few consumers get inclined to pursue
their grievances before these forums.
Those who do, most probably end-up with
claims being paid. Unfortunately these
numbers are too small to credibly deter
del in q uen t s ervice pro viders.

Conclusion

As indicated earlier, the aleatory nature
of insurance makes it a ditemma for the
tayman consumer at the very outset.
Instances of repudiation of clajms on

ftimsy or merely technical grounds make
things worse. Even if such instances are
few in  number ,  they  ga ther  w ider
pubticity thus tarnishing the credibit ity
of insurers in general. Outright rejection
of a ctaim should be rarest of the rare
case (tike cases of fraud, etc.). In India,
insurance had remained a  subdued
activity t itt recentty. On the tife side,
aggress ive  marke t ing  o f  endowment
poticies has buitt a public perception of
insurance as an investment and tax savings
toots onty. The non-Ufe side titt recentty
was dominated  by  compulsory  motor
r'nsurance. The broader role of insurance
as a  r i sk  management  too l  i s  ne i ther
known to the consumer, nor has there
been any effort to educate him on these
tines from the jndustry. As a resutt, while
produc ts  keep seLt ing ,  the  concept
underlying that product always remains
obscure. Thus an endeavour on addressing
the fundamental issue of improving the
risk consciousness of the poputation also
needs to be undertaken aLong with other
measures to expand the market. Without
this the prospects for robust market
growth wilt atways remain elusive. Leaving
the  na ive  cus tomer  to  the  mercy  o f
market forces and tearn bitter lessons on
his own, would atso not be a considerate
way of developing the insurance market.
Onty a reasonabty risk titerate poputation

can de t iver  sus ta inabLe demand fo r
financiaL services. To attain this tong term
objective, IRDA in cottaboration with
other financiaL service regutators shoutd
encourage market ptayers to undertake
bet te r  r i sk  educat ion  in  schoo ls  and
co l teges  so  tha t  a t  teas t  the  nex t
generation is much more aware about risk
and insurance. ln the short run, atongside
investment friendty steps tike increasing
Foreign Direct Investment (FDl) t imit to
49%, regutatory tjghtening that ensures
better accountability of insurers towards
their customers is atso required.

The current trend however, is towards
brac ing  b ig  vo lumes.  Gtossy
adver t i sements  and ce tebr i ty
endorsements portray insurance as a
quick fix sotution to att your financiat
probtems. lnsurance is a subject matter
of solicitation - the statutory message
disptayed in smatl font, if at att, hardty
makes any sense to the consumer. Selting
insurance produc ts 'over  the  counter '
jus t  l j ke  any  o ther  commodi ty  on ly
aggravates the chances of deception at
the point of sate. Tie-up sales of insurance
with loans and credit cards, ensures lower
transaction costs for insurers but atso
deprive the insured of his right to take
informed decisions.

Ctaims handling bygeneral insurers is [ikety
to become stricter as de-tariff ing puts

margins under squeeze.

Att this, however, does not mean that the
consumer  shoutd  re f ra in  f rom buy ing
insurance. r\^odern world poses diverse
and complex risks, which the average
citizen can hardty afford to retain. The
soLution l ies in showing finesse while
shopping for insurance and determination
in pursuing ctaims. lt is uLtimatety up to
the consumer to navigate across the vying
marke tp tace ,  see  th rough the  w i ty
promotionat vibes and spot the right
product that serves his needs in times of
distress. The seemingty ctich6d maxim of
caveat emptor continues to appty.

The author is an independent insurance
professional; and is presently with
Quadrant and based at Ahmedabad.
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