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ABSTRACT

In a developing healthcare environment, health insurance and professional
liability stand at the forefront of the ethics and legality of healthcare practice.
Whilst health insurance is designed to secure people financially and provide
medical services to them, it raises several ethical concerns regarding fairness,
transparency, informed consent and that profit motives do not take
precedence over patient welfare. The so-called professional liability, which
is supposed to safeguard patients from medical negligence, also burdens
clinical autonomy, possibly triggering defensive behaviours. These two
types of services — insurance and liability — influence decision-making,
resource distribution, and trust within healthcare, but they are highly
interdependent. Ethical and legal implications of these two realms are
examined, systemic failures are examined and reform to balance patient
rights, provider responsibilities and institutional accountability is stressed.
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INTRODUCTION

The functioning of contemporary healthcare systems is greatly interdependent: health
insurance mechanisms and professional liability frameworks. These structures influence how
people access and use medical services, the distribution of risk, and the accountability for errors
or lapses in care. Since both systems affect the doctor—patient relationship and healthcare
outcomes, they are extremely important ethically and legally.! Health insurance serves as a
financial safeguard, allowing people to see a doctor when they need help without financial
catastrophe. Yet in terms of coverage design, claims assessment, and patient interaction among
insurance companies, the ethical issues presented are thorny. Questions as to fairness,
transparency, informed consent, and profit being prioritised over the health of the patient are

also commonly raised.?

These difficulties raise questions about whether insurance is ever able to do what it was
supposed to do: level the field of healthcare access. Professional liability, by contrast, provides
the legal obligation that medical professionals have to guarantee that the care they provide
meets accepted standards. The system provides a way for patients to seek redress when there
is some form of negligent action causing harm. But legal pressure over liability—whether from
litigation or increasing indemnity costs or the uncertain standards of care—can muddy clinical
judgment. These pressures are often reflected in defensive medicine, a reduced willingness to
perform high-risk surgeries, and inflated healthcare costs. Both systems, for that matter, are

clearly different but mutually constructive systems indeed.’

Treatment choices are influenced by insurance plans, while medical behaviour is influenced by
liability considerations. Both are ingredients that in combination make ethical obligations and
legal responsibility balanced in order to shield patient interests, care providers’ well-being, and
trust in the medical establishments. These challenges are particularly critical for strengthening

the regulatory regime and the ethical framework for medical practice.*
ETHICS AND ETHICAL CHALLENGES IN HEALTH INSURANCE

Health care insurance systems should contribute to patients’ well-being by providing affordable

! Mark A. Hall, Health Care Law and Ethics 15-20 (8th ed. 2020).

2 World Health Organization, Health Systems Governance for Universal Health Coverage, WHO (2018).
3 Amitabh Chandra et al., The Economics of Health Insurance, 37 J. Econ. Persp. 85, 87 (2020).

4 M.P. Reddy v. State of Andhra Pradesh, (1995) 3 SCC 486.
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health care services. However, in practice, such systems introduce various ethical issues
surrounding fairness, patient autonomy, and the validity of medical decisions that are raised by
implementation. Key ethical challenges in this discussion illustrate how insurance structures

can occasionally contradict bedrock medical ethics principles.’
e Equity and Access

The most serious ethical concern is probably the unequal allocation of insurance. Insurance is
intended to protect individuals from financial difficulty, and even with financial hardship,
access to health insurance is difficult, especially for those from low-income, rural, or
marginalised backgrounds.® Excessive premiums, strict eligibility requirements, and
exclusions for pre-existing conditions place those who need insurance the most at a
disadvantage. This flies in the face of the ethics principle of justice, which demands fair access
to healthcare resources. When groups that are most vulnerable continue to be denied affordable
coverage or have basic services rationed, the system works to entrench social inequalities, not

eliminate them.
e Transparency and Autonomy

Informed decision-making is central to medical ethics, but insurance policies tend to undermine
autonomy through their arcane and opaque terms. Policyholders may have difficulty
understanding important terms, such as deductibles, co-payments, exclusions, claim-
processing rules, and waiting periods. This lack of transparency impedes people from making
real informed consent to their financial and monetary obligations to health care facilities. When
patients can’t learn about hidden clauses until a medical crisis has occurred, they experience
distress, suspicion, and moral and ethical issues with respect to manipulation or inadequate
disclosure. An insurance system has an ethical responsibility to be clear with customers by
being forthright enough to get this message across clearly so that the policyholders will

understand the products and services actually being purchased.’

e Conflict of Interest and Profit Motives

5 Norman Daniels, Just Health: Meeting Health Needs Fairly 41-45 (2008).
® Amartya Sen, The Idea of Justice 112-116 (2009).

7 National Consumer Disputes Redressal Commission, United India Insurance Co. Ltd. v. Patricia Jean Mahajan,
(1991).
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An immediate ethical dilemma arises from the intrinsic conflict between insurer profit motives
and patient welfare. Insurance companies take claims into account and decide on coverage
based on financial risk calculations. This is often reflected in the denial or delay of medically
necessary treatments, not because they are not seen clinically or are medically contraindicated,
but because increased costs are paid for them. When insurers disregard what doctors advise or
restrict treatment choices, patient well-being is subsumed by corporate interests. The ethical
principles of beneficence and non-maleficence are challenged, as patients may be refused

optimal care because of cost-saving methods.®
LEGAL CHALLENGES IN HEALTH INSURANCE

Health insurance works under legislation designed to govern insurer behaviour that serves as a
barrier to ensure the conduct of insurers, fair treatment for policyholders in terms of treatment,
and means of dispute settlement. But even where laws are in place, some heavy legal challenges
remain.” They are typically the result of such problems as differing regulations with limited
regulatory adherence, contractual uncertainty, and the asymmetry of the power between
insurers and the people whose coverage is paid. That's why legal battles over health insurance

often revolve around access, interpretation, and enforcement.'?

Regulatory vacuums and lax enforcement. Among the most important legal concerns is no
consolidated, standardized regulation across different jurisdictions. Health insurance
legislation is often far-ranging, allowing a lot of room for uneven standards and potential abuse.
Regulators lack the proper power, resources, and enforcement tools to enforce compliance
effectively. Insurers are thus prepared to engage in practices like vague contract language, strict
claims processes, and selectively assessing risks without the threat of instant prosecution.
Vagueness in policies on pre-existing conditions, waiting periods, and coverage exclusions is
what also brings about varying results. These gaps violate protection for consumers and

diminish the integrity of the health insurance market.!!

Contractual Uncertainty and Misinterpretation Discontent. Insurance contracts are complex
documents imbued with complex legal language. In law, claims courts frequently have to

discern whether a denial or limit in benefit was legally warranted. But those vague or

8 R. Bhat, Transparency and Accountability in Indian Health Insurance, 18 Health Pol’y & Plan. 1, 4 (2019).
® Insurance Regulatory and Development Authority of India (IRDAI), Health Insurance Regulations, 2016.
10 General Assurance Society Ltd. v. Chandumull Jain, AIR 1966 SC 1644.

' IRDAI Consumer Affairs Department Report (2020).

Page: 1796



Indian Journal of Law and Legal Research Volume VII Issue VI | ISSN: 2582-8878

ambiguous clauses complicate interpretation. Insurers could be based on rigid language in
contracts, and policyholders could demand a reasonable standard of coverage. Courts have the
challenge in reconciling contract freedom and the principle that consumers should not be
exposed to biased or misleading terms. Such conflicts in interpretation add to the huge volume

of litigation and delay dispute resolution.

The Weight of Proceedings, and of Consumer Issues. And legal remedies exist at all, such as
through insurance ombudsman, consumer court, or civil action but they are often slow and
expensive, and unavailable to many policyholders. People who are in a medical emergency
hardly ever have time, money, or understanding to travel through legal processes. Insurers have
financial and legal expertise that afford them structural advantages. Such imbalance has the
consequence of delayed justice, or unjust denial of claims. Consequently, the legal framework

is, in theory, protective, but in practice is uneven.'?
PROFESSIONAL LIABILITY IN MEDICAL ETHICS

Professional liability is defined as the legal and ethical obligations of a physician to provide
care that meets accepted professional standards. It guarantees that patients harmed by
negligence or incompetence have an outlet for redress. Similarly, professional liability acts as
a regulatory framework that strengthens ethics, responsibility, and diligence in healthcare. But
the liability pressures also affect clinical practice, judgment, and the clinician-patient
relationship. Knowledge of these ethical dimensions is necessary in order to balance

accountability with an atmosphere to support healthcare that is safe and affirming. '3

Professional liability revolves around the concept of the duty of care, the ethical and legal
obligation that requires healthcare providers to act in the best interests of patients. This duty
includes appropriate diagnosis, timely intervention, informed consent, confidentiality, and
compliance with accepted medical standards. Ethical principles (e.g., beneficence and non-
maleficence) direct practitioners to the best interest of patients to prevent potential harm.'* The
breach of duty activates liability when a doctor's duty isn't fulfilled and, as a result, he or she

is found responsible for injury by failing to exercise reasonable skill, judgment, or diligence.

12 LIC of India v. Consumer Education & Research Centre, (1995) 5 SCC 482.
13 Bolam v. Friern Hospital Management Committee, [1957] 1 WLR 582 (QB).
14 Jacob Mathew v. State of Punjab, (2005) 6 SCC 1.
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Accordingly, professional liability upholds the ethical base of medicine by bringing

accountability to practitioners for negligence for breaches that endanger patients’ safety.

Defensive medicine and its ethical dimensions. One important legal liability-related ethical
concern is the emergence of defensive medicine. Scared of lawsuits, doctors may obtain
unnecessary tests, procedures, or referrals for nothing but to protect themselves from possible
claims. Such actions may lower legal risk, but create ethical tension. Defensive practices can
cost and burn through the health system, make patients vulnerable to avoidable risks in return,
and hinder the ability to make sound clinical judgments. Doctors may also shun high-risk
patients or complex surgeries — preventing access to needed treatment. This transition is
indicative of a pattern where patient-centred decision-making is given way to self-protective
behaviour, transgressing the ethical standards underpinning the ethical requirements and

endangering the quality of clinical practice itself.!?
LEGAL CHALLENGES IN PROFESSIONAL LIABILITY

Professional liability comes, on the one hand, from a legal frame of reference of looking into
negligence, being made responsible, and then giving rights to those who suffer harm or injury
due to a medical error. But the act of proving liability is a complex one as medicine offers a
great deal of uncertainty and variable outcomes and constantly adjusts standards of care as care
approaches. The balance between patient protection and fairness to physicians is a struggle for
the legal system, and several problems complicate it. These are challenges that directly impact

how liability cases are settled and how medical practitioners view their professional danger.!¢
a) Determining Negligence and Causation!’

Perhaps the most daunting legal question is whether a behaviour of a medical practitioner is
negligent. Under similar circumstances, courts must determine whether the doctor breached the
duty of care by failing to perform as a reasonably competent practitioner would. But medical
outcomes often hinge on many elements beyond the practitioner’s control, complicating the
evidence that causation exists — that the breach directly led to harm. Conflicting expert

testimony, complex medical evidence, and the inherent unpredictability of certain medical

15 Medical Council of India, Code of Ethics, Regulation 3 (2002).
16 Kusum Sharma v. Batra Hospital, (2010) 3 SCC 480.
17 J. Harrington, Causation in Medical Negligence Law, 29 Med. L. Rev. 112, 119 (2021).
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conditions have made the legal determination of negligence immensely complex. That

uncertainty creates inconsistent judgments and extended litigation.
b) Evolving Standards of Care!8

Medical science and technology change rapidly, but legal standards sometimes have a delay.
What one deems an acceptable medical practice now may be outdated within the next few
years. The result is a lag in law, with courts judging behaviour according to standards that do
not necessarily match the present clinical situation. Without unified national standards, the
assessment process complicates matters further and judges rely heavily on opinions from
experts. This variability has the potential to produce unpredictable results and to create
difficulties in determining what reasonable care looks like in a constantly evolving medical

environment.
INTERSECTION OF HEALTH INSURANCE AND PROFESSIONAL LIABILITY

The link between the health insurance systems and professional liability frameworks is
complex. Insurers exercise influence over the actions of medical practitioners and liability
pressures are the determinants of how doctors engage with the constraints on insurance. The
combination of these two fields has generated ethical and legal issues regarding quality of care,
clinical autonomy, and institutional accountability.!” That is an important intersection to
consider because many in the real world of healthcare do not emerge from separate systems,

but from the interplay of financial mechanisms and medico-legal obligations.
e Claim Denials and Allocation of Responsibility

At the crux of this problem is when insurers reject or postpone claims on reasons including
inadequate paperwork, exclusion clauses, or perceived pre-existing conditions. Sometimes
patients are left without financial coverage, even if the treatment they required was appropriate
and necessary. The strain on healthcare providers who must juggle providing treatment is not
new, and many will continue to be angry or distrustful — even as they play a professional role
in their patient care. Then, who is to blame for the financial impotence of clinically justified

treatment—the insurer or the provider? This ongoing ethical tension makes matters difficult

18 R. Dhanda, Evolving Standards of Medical Care in Indian Courts, 14 NUJS L. Rev. 58, 61 (2020).
19 IRDALI, Claim Settlement Guidelines, Circular No. IRDA/HLT/REG/CIR/2022.
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not only legally and ethically: the provider's duty of care can be undercut by insurance decisions
that limit a patient's right to follow recommended treatment; the provider’s own responsibility

to provide medical care for patients.?
e Influence on Clinical Autonomy

Insurance-driven policies often limit what treatments, medications, tests, or procedures can be
covered by the health system. The clinical decision-making process is impacted by pre-
authorization requirements, formulary limitations, treatment caps, and financial ceilings. When
doctors are forced to amend treatment plans due to insurance constraints, clinical autonomy is

diminished. This influence creates ethical dilemmas:?!
1. Should clinical necessity supplant financial obligation in medical decision-making?

2. Is it possible to hold a doctor liable if they choose suboptimal treatment caused by the

insurer?

Such questions testify to the degree of the interrelationship between insurance regulation and
professional liability. When restrictions on treatment help to produce worse outcomes,
determining liability becomes complex—was injury done by the doctor or by the insurance
company’s policies? This ambiguity shows the institutional weaknesses of healthcare systems

where financial and medico-legal forces collide head-on.?
ETHICAL IMPERATIVES MOVING FORWARD

Meeting healthcare insurance and professional liability problems requires a forward-looking
attitude informed by fairness, transparency, and accountability. Ethical reforms are required not
only to restore the public's trust in health care but also to protect patient rights, and make sure
business practice is consistent with basic healthcare values. What we are in here to do is to set
some rules for conduct that needs to be followed in order to establish a more ethical and patient-

centred healthcare system.??

20 United HealthCare Lawsuit, U.S. District Court (2019).

2I'S. Raghavan, Clinical Autonomy Under Insurance Control, 9 Ind. Health L.J. 98, 100 (2017).
22 National Insurance Co. Ltd. v. Karam Singh, (2009).

23 Beauchamp & Childress, Principles of Biomedical Ethics 7-9 (8th ed. 2019).

Page: 1800



Indian Journal of Law and Legal Research Volume VII Issue VI | ISSN: 2582-8878

Fair and Inclusive Insurance Practices

A sound health insurance system needs to place a premium on equity and universal access. That
must be done by removing discriminatory underwriting, ensuring affordability among different
socioeconomic groups and ensuring that coverage fulfils basic health care needs. Transparency
and the need to ensure informed decision making should form the basis of policies through
writing them down.?* In addition, compliance with all the relevant ethical principles requires
an obligation on insurers to mitigate unjust claim denials and implement patient-supportive
complaint mechanisms to reduce unjust claim denials and eliminate unnecessary, unfair denial
in the insurance environment. When insurance are more aligned with ethical principles of

ethical operation, health care access is less skewed and more morally justifiable.?
Enhancing Ethical Professional Conduct

Ethical Practice Medical professionals should always practice ethically based on beneficence,
non-maleficence, and respect for patients’ autonomy. This includes clinical competence via
lifelong education and honesty in dealing with patients and using reflective practice to mitigate
biases and conflicts of interest. Institutions should promote an environment that supports
ethical practice and less one in which decisions are motivated by fear of litigation and
institutional oversight. Ethical medical practice should always be patient-centred,
compassionate, and always be at a higher standard of care than an external expectation (i.e.,

the medical profession).
LEGAL REFORMS AND POLICY RECOMMENDATIONS

In order to cope with the structure of both health insurance and professional liability systems,
comprehensive legal reform is needed, which should clarify legal frameworks, protect patients'
rights and create an atmosphere of balance in which professionals can deliver high-quality
medical care unhindered by external threat of law. A strong legal framework will reduce
ambiguity, improve accountability, and ensure smoother functioning of healthcare institutions.
Enhancing Health Insurance Regulatory Control with Stronger Regulations. Legal reform must

begin with the strong regulatory oversight of the public health insurance industry.?®

24 WHO, Universal Health Coverage: Ethical Foundations (2019).
% Indian Journal of Medical Ethics, Special Issue on Accountability (2020).
26 Law Commission of India, Report No. 226: Medical Negligence (2009).
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Insurance authorities will need to be well positioned to enforce uniform compliance across the
health insurance industry. Clear statutory guidelines on pre-existing conditions, waiting
periods, exclusions, and claim-settlement timelines would be good for regulation. But regular
audits, strong reporting requirements and harsh penalties can greatly help ensure insurer

accountability when claims are rejected unfairly.?’

A more effective regulatory framework mandates that insurance companies are held
accountable and that they conduct business fairly and ethically, protecting policyholders from
predatory conduct. Setting Standards of Medical Care That Are Clear and Updated. Confusion
surrounding the standard of care, especially in professional liability cases, tends to incite
divergent judicial action. Reforms should lead to consistent application of the updated
evidence-based national guidelines on professional health.?® Such guidelines would aid courts
in more uniformly judging negligence, and curb the need for expert testimony to be varied.
Furthermore, reforms should promote alternative forms of dispute resolution — whether by
medical mediators or specialised healthcare tribunals — in order to resolve malpractice claims
more quickly. These frameworks decrease the burden of litigation along with maintaining

equity to patients and practitioners.?
HISTORICAL EVOLUTION OF HEALTH INSURANCE AND MEDICAL LIABILITY

Health insurance and medical liability structures are shaped in part by larger historical
transformations in social welfare, medical care, and legal norms. Historically, early forms of
health insurance developed in the late 19th century — mainly through mutual aid societies and
employer-based protection plans that sought to shield workers from financial crisis over illness
or injury. These arrangements eventually developed into formalized risk-pooling arrangements

on which modern health insurance models were built.3°

The rise in medical knowledge and technology through the 20th century significantly increased
the cost and complexity of healthcare which consequently demanded formal insurance policies
to control costs of care and provision of treatment. Related, the very genesis of medical liability

could be traced back centuries in common law standards that held that the physician have a

27 Parliamentary Standing Committee on Health & Family Welfare, Report on Medical Regulatory Reform
(2021).

28 IRDALI, Revised Health Insurance Guidelines (2023).

29 R. Deshmukh, Alternative Dispute Resolution in Medical Liability, 18 Arbitration L. Rev. 56 (2022).

30 Reinhard Busse et al., Health Systems in Transition: Germany (WHO 2014).
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duty of care to exercise reasonable care and skill. Much malpractice was based upon grossly
negligent practice, but as standard practice became more delineated and accepted, courts began
holding practitioners to the standard of competent care. The concept of informed consent later
enhanced patient autonomy, imposing a duty on providers to report risks and alternatives. The
evolution of health insurance and liability, and eventually the relationship between it and
medical liability, are the basis for financial and legal structures which underpin today’s health
care system. This development is part of a historical progression that serves to illustrate the
way ethics, social value and legal duties converge for shaping today’s regulations in

healthcare.’!
ETHICAL CONFLICTS IN RESOURCE ALLOCATION

Resource allocation is one of the most complex, and arguably the most fundamental ethical
dilemmas within health systems shaped by insurance structures. With limited financial,
technological, or medical resources, there is an ethical dilemma about which treatments should
receive coverage to prioritize, who should receive coverage, and how benefits should be
distributed that’s hard and difficult to answer. Health insurance companies often utilize
actuarial estimates and cost-benefit evaluation for choice of coverage when they choose
patients under insurance coverage policies, yet decisions based on these financial, bureaucratic,
or other financial considerations may contradict fundamental ethics of equal rights with respect
for individual treatment and human dignity.>? Even when treatments are medically necessary,
patients who need innovative, expensive, or long-term therapies may meet coverage limits.
Likewise, insurance policies may prioritize lower-cost interventions or limit access to advanced

diagnostics and specialty care, disproportionately affecting vulnerable populations.

As an important note, though, ethical implications are even greater when rationing leads to
disparate treatment — depending on a patient’s socioeconomic status, age or health condition.
Utilitarian perspectives justify resource allocation for its ultimate benefit from which the good
is the greatest, while deontological theory focuses on the moral principle of a patient should be
given equal value from a dignity standpoint which is independent from other considerations.
This tension results in the question at the forefront of ongoing discussions on whether

healthcare ought to operate as a market product based on economic logic, by economy-cantered

31 Paul Starr, The Social Transformation of American Medicine 59-64 (1982).
32’ WHO, Resource Allocation and Priority Setting in Health (2016).
33 T. Daniels & J. Sabin, Setting Limits Fairly 88-93 (2002).
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principles, or a social good based on ethical duty. This tension of distribution between
efficiency, and fairness in care is the core principle of this issue because resource allocation

issues are ultimately a debate about resource allocation.

IMPACT OF TECHNOLOGY AND DIGITAL HEALTH ON INSURANCE AND
LIABILITY

The advent of new technologies has drastically altered healthcare delivery, adding new nuances
to both the health insurance environment and professional liability structures. Telemedicine,
electronic health records (EHRs), artificial intelligence (Al)-based diagnostics, and digital
monitoring tools have helped to spread access to care and improve clinical accuracy. But these
innovations also present considerable ethical and legal dilemmas. Insurance companies heavily
depend on digital data analytics for assessment of risk profiles, future insurance claims
prediction, and authorisation scheduling.>* Although effective, these tools may unintentionally
perpetuate bias, as a bias may be perpetuated when algorithms classify someone as “high-risk”
according to their past inequalities, driving decisions about coverage and premiums. In terms

of liability, technology muddies the road for attribution.>?

When an Al tool or automated system contributes to a misdiagnosis or treatment error,
determining whether the doctor, hospital, software developer, or manufacturer is legally liable
becomes difficult. Such a traditional doctor-centred model of liability does not fit neatly within
the realm of tech mediated care. Telemedicine, which has become popular, poses yet more
obstacles with regards to physical exams, jurisdictional questions, and questions about the
proper standard of care. Moreover, issues of data privacy, cybersecurity threats, and
unauthorized access of medical health information set off both ethical and legal alarms, as the
protection of patient confidentiality is the baseline aspect of medical practice. As digital health
burgeoned—and the use of technology only made progress—regulators also need to move
quickly to ensure that this data is a driver of the way patients are cared for without putting

ethical boundaries and legality at risk.3®

3% Ministry of Health & Family Welfare, Telemedicine Practice Guidelines (2020).
35 A. Mathur, Al and Medical Liability, 5 Indian J. L. & Tech. 34 (2021).
36 GDPR, Regulation (EU) 2016/679.
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PATIENT RIGHTS, INFORMED CONSENT, AND LEGAL PROTECTION
MECHANISMS

Patient rights are the ethical and legal basis of modern healthcare systems but are frequently
threatened by the tension between insurance structures, professional liability issues, and other
challenges experienced by those using health services. Central to patient rights is the principle
that informed consent is the right of all of us to receive clear, complete, and honest information
about treatment and its risks, benefits, and alternatives. But this principle is often violated by
insurance-related restrictions.’” If, for example, insurers limit coverage for certain treatments,
medications, or diagnostic procedures, doctors may not be able to offer an entire range of
choices, curtailing the patient’s ability to properly choose. Doing so violates the ethical
imperative of autonomy, and puts the patient in a position where financial and administrative
considerations weigh more heavily than clinical judgment. Patient charters, consumer
protection laws, grievance redressal forums, and health ombudsman institutions function as

legal protection mechanisms to ensure patients do not fall victim to unfair practices.

Those are meant to hold insurers to account for unjust claim denials and for medical
professionals to follow professional standards. However, practical impediments in reaching
legal redress such as poor health literacy, system complexity, and resource limitations prevent
many patients from receiving the assistance they seek.’® This disconnection between the
theoretical safeguard and practical implementation weakens the effectiveness of the
frameworks of patient rights law of protection as theoretical and does not provide for real-
world effectiveness. Such patient education, reduction of barriers for more patient knowledge
and development of patient empowerment, easing of legal process, and establishment of
specialized healthcare tribunals are some of the important actions that can strengthen the

protection of patients' rights to be not symbolic and that they have to be practiced.*”
ECONOMIC AND POLICY DIMENSIONS OF HEALTH INSURANCE ETHICS

Health insurance ethics has been the result of broader economic stressors and policy
preferences on a macro-level that influences health insurance. Health insurance works on risk

pooling, cost sharing, and resource distribution under the principles of risk/cost distribution,

37 Indian Constitution, Art. 21 (Right to Life).
38 Samira Kohli v. Dr. Prabha Manchanda, (2008) 2 SCC 1.
3% Consumer Protection Act, 2019.
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but with the risk balance and economic equity of the insurance mechanisms, the problems of
financial sustainability are often confronted in a challenge of ethical issue where the
sustainability of the financial system is challenged. Insurers, particularly in competitive

markets, tend to focus on controlling their cost, and in some cases actuarial efficiency.*’

This risk may lead to premium increases, limited coverage plans, or exclusions that result in
disadvantages for those with chronic illnesses, disabilities, or in poorer socio-economic
environments. These results also bring to question the ethical concepts of justice and fairness
and where it is that access to healthcare should be determined by someone’s level of income.
There is an important role for government in how health insurance markets function. Policies
that incentivize private sector involvement can stimulate innovation but also contribute to
increasing disparities of access, while strict regulation can further protect consumers but

constrain flexibility and the financial sustainability of insurers.

Ethical tensions stem from decisions about public subsidies and mandatory insurance programs
as well as on the extent of basic health benefits. If policymakers put economic efficacy and/or
political interests over patient welfare, the moral foundations of healthcare systems are
undermined. In this way economic reasoning and public policy influence not only insurance
results per se, but also the ethical framework of healthcare systems, with a trade-off between

budget and ethical responsibility that must be struck.*!
COMPARATIVE ANALYSIS: GLOBAL MODELS OF INSURANCE AND LIABILITY

World health systems use different health insurance and medical liability systems as their
structural models; thus, health systems around the world come to have different ways to
incorporate cultural and financial values, and health system practices, as well as legal systems,
to operate. These differences around the world provide insight on how societies differ in the
negotiation of ethical duty, financial sustainability, and professional responsibility in terms of
public service delivery. For example, universal models of healthcare such as those observed in
the UK and Canada seek equity by guaranteeing that all citizens get important healthcare
funded through tax. In such systems, malpractice is most commonly defended and pursued
through official and supported processes by the state, and liability is generally less adversarial,

such that the practitioners are less deterred from litigation. But scarce resources in publicly

40 OECD, Health at a Glance (2021).
41 A. Mahal et al., Health Economics in India 33-38 (2010).
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financed systems can result in long waiting periods and rationing while challenging ethical

considerations when it comes to resource allocation.*?

Countries like the US, on the other hand, rely almost entirely on a private insurance model
where coverage is heavily contingent on employment status, income, and market conditions.
This system promotes innovation and allows for a substantial variety of services, but it also
causes significant inequalities in access and affordability. The American liability framework is
exceptionally adversarial, as evidenced by large malpractice awards that help fuel the growth

of defensive medicine.

Meanwhile, mixed public—private systems like those in Germany, France and India try to mix
access for everyone but provide choice to the private sector. Such hybrid models frequently
result in intricate regulatory landscapes where moral grey areas and legal disputes arise over

balancing public welfare and private profit.*?

Comparing the global model with those at the local level, we find that no framework fully
resolves the ethical and legal issues of health insurance and liability. Socially welfare countries
are known to excel on equity, though struggle with the problem of resource scarcity, whereas
the market-based regime encourages efficiency and innovation to the detriment of wider
inequality. These insights draw attention to the need for context-sensitive reform that balances

the best of these models with challenges local to them in terms of ethical and legal issues.**

INSTITUTIONAL ACCOUNTABILITY AND HOSPITAL-BASED LIABILITY
STRUCTURES

Medical liability in today's health systems goes beyond doctors alone, to include responsibility
of the institution, illustrating the complexity and partnership between patients and healthcare
providers in health. Hospitals, clinics, and healthcare corporations are central in mediating
patient outcomes through their policies, staffing, infrastructure quality, and administrative
arrangements. Institutions become legally held accountable if harm is a result of systemic

failures, including poor staffing, malfunctioning equipment, inadequate sanitation, prolonged

42 NHS Act 2006 (U.K.).
43 Affordable Care Act, 42 U.S.C. § 18001 (U.S.).
4 Franz Knieps, German Social Insurance Model, 14 Eur. Health J. 22 (2019).

Page: 1807



Indian Journal of Law and Legal Research Volume VII Issue VI | ISSN: 2582-8878

emergency response, or administrative negligence — which could be identified based on the

doctrine of vicarious liability or corporate negligence.*

This new realization acknowledges that quality of care requires not only good medicine, but
also institutions that support safe and ethical practice. From an ethical perspective, institutional
accountability highlights the shared duty of health-care organizations to build caring
environments based on patient safety. Which might involve adequate training, compliance with
ethical standards, open lines of communication and enabling the reporting of errors. But the

rise of large, corporate hospitals means new challenges.

Profit-oriented administrative policies, aggressive cost-cutting and pressure to increase patient
volume all run afoul of ethical care and heighten risk. Institutions, meanwhile, may influence
medical decision-making through insurance deals, treatment protocols, and limiting contracts
with physicians. Systemic conditions compounded by individual choices complicate liability
assessments when it comes to adverse outcomes. Effective institutional accountability demands
set legal standards, active regulatory oversight, and ethical governance founded on patient

welfare rather than commercial interests.*¢

THE ROLE OF MEDICAL COUNCILS AND PROFESSIONAL REGULATORY
BODIES

All those members of medical councils, professional organizations and regulatory authorities
are the ethical standards, governance and control officers that are vital to the public faith in
professional health in the health sector. Such bodies, whether they are medical councils,
licensing authorities, or professional boards, have the responsibility for establishing codes of
practice, to manage practitioners’ registration and renewal, and to apply disciplinary action if
professional or ethical breaches are made. Their power is in fact a foundation for professional
competence, leading to a code of conduct that requires adherence to values like beneficence,
non-maleficence, confidentiality and respect for patient autonomy among others. The
regulatory bodies help to enforce accountability that does not always equate with criminal
negligence, as it can result in the professional standard of care being compromised. They study

complaints, make inquiries and enforce sanctions from warnings and fines to suspension or

45 Corporate Hospitals Regulation Bill (Draft, India 2022).
46 Joint Commission International (JCI), Hospital Standards Manual (2023).
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revocation of medical licences. This dual focus — on ethical guidance and disciplinary

enforcement — strikes a good balance between professional autonomy and public protection.

Yet challenges remain. Many jurisdictions' regulators have come in for complaint that the
process itself and the methods they use can be slow, opaque, ignore patients' needs and self-
regulation by professionals can make them biased. They also find it vital to update ethical
standards for new medical technology development—even as they adjust their systems as
healthcare models evolve. Robust regulation, with greater oversight, clearer disciplinary
frameworks and more engagement in the management of patients will be necessary to keep

professional regulation viable and ethically sound.

PSYCHOLOGICAL AND PROFESSIONAL IMPACT ON HEALTHCARE
PROVIDERS

As healthcare providers work their professional lives, the overlapping pressures of professional
responsibility, regulations, and insurance have created highly devastating mental and
professional consequences. The nature of medical practice as it stands is one of high risk
decision-making, emotional labour, and exposure to suffering — things that we know come with
great suffering but can only become all the greater, if the pressure to act when practitioners are
subjected to daily litigation and punitive administrative review. Malpractice lawsuits can also

cause clinicians to feel more anxiety, low self-esteem and extreme levels of vulnerability.

That can create moral distress where they know what is ethically right but feel that their doing
it is limited by institution regulations, insurance restrictions, or just self-preservation efforts.
Burnout has risen, the emotional weariness that results from being emotionally drained,
depersonalized, and feeling as though everything is wasted or underwhelming; as it were, the
lack of personal accomplishment. Insurance policies (such as pre-authorizations, paperwork
and performance audits) also drive professional fatigue as they move attention away from
patient care and towards bureaucratic compliance. Further, liability pressure could deter
practitioners from conducting high-risk or difficult cases of medicine, which would contribute
to shortages necessary to maintain critical specialties such as obstetrics, neurosurgery and

emergency medicine.

The liability of possible litigation exerts its psychological impact on relationships too, in terms

of loss of trust; communication breaks down; and the professional becomes more guarded at
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the receiving end. This degradation in the therapeutic alliance attacks the ethical foundation of
medical practice. Tackling these challenges will necessitate systemic reform to facilitate a
positive work environment, alleviate bureaucratic burden, provide mental capacity as well as
the provision of balanced liability to hold individuals accountable without causing undue

psychological harm.

ETHICAL-LEGAL CHALLENGES IN CLAIM PROCESSING AND FRAUD
PREVENTION

Claim processing is among the most sensitive interactions between patients, providers, and
insurance companies, fraught with ethical and legal dilemmas. Insurance companies must
check claims regularly to prevent fraud, verify the accuracy of the billing, and maintain
financial stability. Yet the processes employed to accomplish these objectives — including
extensive documentation demands, lengthy inquiries, and strict wording of policy provisions
— can unintentionally harm actual claimants. Slow approvals or unjust denials not only ignore
the moral commitment to patients in medical predicaments, but also weaken public trust in the

insurance system.*’

When administrative procedures supersede the need to treat patients, patient welfare becomes
secondary. Simultaneously, the fraudulent practices - like exorbitant hospital bills, unnecessary
surgeries, false injury claims, and lying about a condition - are of major legal and ethical
concern. Fraud increases the financial burden on insurers and therefore they are the ones forced
to pay more premiums, and also get tighter on policies, and that pressure reaches everyone.
Doctors can also participate in unethical patterns--including excessive use of diagnostic tests
and collusion with patients to make insurance claims. Indeed, these conduct are in breach of
professional ethical standards that could lead to regulation and penalties or criminal action. To
ensure fraud cannot be prevented at the expense of ethical claims processing, transparent
procedures must be in place, clear investigations must follow, the lines of communication must

be open, and that we employ technology in ways that are not discriminatory against claimants.

Regulatory oversight needs to guard against insurers abusing their anti-fraud policies to stifle

legitimate claims, and healthcare organizations need robust moral policing to keep the

47 Deloitte, India Health Insurance Fraud Report (2021).
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fraudsters at bay. Balancing financial integrity and ethical responsibility is at the heart of the

insurance system.
PUBLIC TRUST AND TRANSPARENCY IN HEALTHCARE SYSTEMS

Public trust has an essential role in a proper healthcare system. Trust shapes how people use
treatment, the way they interact with doctors, insurers, and regulators—and their attitude
towards any given entity in general is essential to keep an open system. When patients
understand that healthcare institutions are honest and act ethically, patients will more readily
seek care when it's needed, adhere to medical advice given to them, and participate in treatment

decisions with full openness.

Yet trust is delicate and easily shaken; it can quickly turn sour from an obscure insurance
regime, haphazardly approved claims, surprise out-of-pocket costs, large-scale medical
malpractice or public wrongdoing cases across agencies. Such patients’ trust in the system is
eroded when they experience unexplained claim denials, inadequately communicated policies

or believe medical judgment is subordinated to financial motives.*

Transparency is key to maintaining trust. Clear communication on the language of policy, costs
and risks associated with treatment, and the reasons behind medical or administrative choices
helps patients make better decisions and avoid feeling pressured. And ethical transparency also
means that organizations such as institutions and insurers must also own up to their lapses, be
transparent about mistakes, disclose conflicts of interest and provide accessible channels for
grievance redress. Conversely secrecy or evasion leads to an exacerbation in trust and perhaps

even leads people to avoid vital care.

Moreover, public trust is affected by how society perceives fairness, competence, and
accountability within healthcare governance. Good oversight, consistent application of ethical
principles and visible discipline for misconduct enhance public confidence in this regard. Weak
enforcement or colluding between institutions and regulators can, conversely, decrease
legitimacy. Therefore rebuilding and preserving trust should therefore involve both ethical
professional conduct of individuals in health, and system-wide change based on public

openness, accountability and patient-focused values, at all levels of healthcare provision.

8 Transparency International, Global Health Integrity Report (2019).
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FUTURE DIRECTIONS FOR INTEGRATING ETHICS INTO HEALTHCARE
REGULATION

The changing nature of the healthcare environment requires regulatory frameworks that are
legally sound and ethical. As medical technologies develop, insurance markets become more
sophisticated, and patient expectations grow, the old models of regulation simply do not suffice
for meeting future challenges. It is therefore imperative for the future reform to work to embed
ethical reasoning as a key to health policy, insurance governance, and the professional
responsibility for accountability to ensure that the health system would be perpetually patient-
centric and public trust-oriented. One such direction is to standardize regulation and policies
by which this is done: insurers and healthcare organizations need to incorporate ethics-
informed regulatory standards, by which they need to make sure that accessibility, equity, and

transparency are incorporated across the entire operational practices.*

This could mean the imposition of plain-language policy documents, equitable pricing plans,
reduced discrimination in underwriting, and the creation of independent ethical review boards
for insurance disputes. There is also a pressing need to weave ethics into liability regulation,
which must include: setting up standards of care, creating non-punitive error-reporting
mechanisms and an emphasis on institutional accountability, so that systemic failure is met
proactively rather than reactively. Interdisciplinary regulatory collaboration is another key
element.>® It is no longer possible for healthcare regulation to exist in isolation from technology
law, data protection norms, patient rights frameworks, or public health policy. Thus, regulatory
guidelines should ensure a mixture if possible of diverse perspectives that are designed with
ethics committees, legal experts, digital health specialists and patient advocacy groups in mind.
This collaborative process helps anticipate moral struggles early on before issues emerge and
prepares to answer problems early on by designing the ethical dilemmas, and develop solutions

that better reflect the daily life of contemporary healthcare.

Finally, regulatory frameworks should encourage a culture of ethical professionalism by
building in a culture of professionalism through continuous learning, reflective practice and
moral strength in care provision, ethical reflection, to promote professional practice by health

care organisations. We must build ethical training into our medical education, licensing

4 UNESCO, Universal Declaration on Bioethics and Human Rights (2005).
S0ONITI Aayog, Health System Reforms Roadmap (2021).
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standards and health professional development. Policies that promote mental well-being, lessen
administrative burdens and avoid concern about litigation will allow clinicians to make patient-
centred decisions without pressure. One-time reform to integrate ethics into healthcare
regulation is only part of the process and we will continue to build a responsive, compassionate

and value-based system of healthcare.>!
CONCLUSION

Health insurance and its impact on professional liability have raised ethical and legal dilemmas
related to the complex entwinement between a financial system, clinical duties, and the rights
of patients in the context of modern health care. With this being the case, although health
insurance is meant to provide both protection and access, it complicates matters relating to
fairness, transparency, and conflicts of interest where economic needs dominate patient
welfare. Professional liability structures and models may serve as both checks and balances to
help ensure that patients who are victimised by negligence are held responsible and redressed,
but they can also establish some form of pressure that can distort clinical judgment and help

develop defensive medicine.

Technology is advancing, and the demands of patients are shifting, and the healthcare
ecosystems are becoming more complicated. Topics like data privacy, Al-mediated decision-
making, institutional negligence, and systemic resource allocation demonstrate how
interwoven insurance and liability systems have become. The resulting dilemmas require a
balanced solution that promotes patient safety without placing unduly heavy costs on
individuals or institutions. Going forward, significant reform will require ethical principles to
be implemented directly in regulatory structures influencing insurance, medical policy, and the

behaviour of institutions.

This involves greater transparency, greater health access, improving patient rights, less
bureaucratic obstructions, a modernized standard of care, and equitable standards; also
guaranteeing patients' safety and fair access to essential health care. Simultaneously, policies
should uphold healthcare professionals by breaking down fear-based practice patterns, mental
distress, and creating safety for health care workers and an environment based on trust and

professional integrity. In the end the development of an ethically consistent and legally sound

51'S. Venkatraman, Ethics in Regulatory Governance, 12 J. Reg. Stud. 44 (2020).
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healthcare system necessitates ongoing dialogue among insurers, physicians, public servants
and policy makers. By integrating ethical systems in economic terms, with mechanisms of
accountability further, healthcare can maintain the dignity, safety and the rights of every patient

and support a sustainable professional environment which is ethical.
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