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Abstract:

This study aimed to identify, evaluate, and validate the key components of regulatory efficiency in the Iranian insurance
industry and to develop a comprehensive model for enhancing regulatory effectiveness. This applied study employed a
sequential exploratory mixed-methods design. In the qualitative phase, a meta-synthesis of 18 selected national and
international studies was conducted, followed by a Delphi process involving 19 theoretical and practical experts. In the
guantitative phase, 219 senior financial managers from insurance companies were selected through proportional stratified
random sampling. Data were collected through systematic literature review, semi-structured Delphi questionnaires, and a
researcher-developed questionnaire. Qualitative data were analyzed using thematic analysis, while quantitative data were
examined through confirmatory factor analysis and one-sample t-tests. The findings revealed that regulatory efficiency in the
Iranian insurance industry consists of four major dimensions: customer rights protection, market regulation, financial
stability, and accountability. Confirmatory factor analysis supported the proposed structure, with factor loadings ranging from
0.727 to 0.749 and all coefficients reaching statistical significance. The coefficients of determination ranged from 0.528 to
0.561, while the overall goodness-of-fit index (GOF) was 0.540 and the predictive relevance index was 0.243, indicating
satisfactory model fit. Furthermore, one-sample t-test results confirmed both the internal and external validity of the
proposed model, with mean scores exceeding 4.0 and significance levels below 0.001. The results indicate that improving
regulatory efficiency in the Iranian insurance industry requires an integrated focus on protecting customer rights, ensuring
effective market regulation, maintaining financial stability, and strengthening accountability mechanisms. The proposed
model provides a valid framework for regulators, policymakers, and insurance executives seeking to enhance industry
performance, public trust, and regulatory effectiveness.
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Extended Abstract

Introduction

The insurance industry is widely recognized as one of the most important pillars of modern economic systems due to its
role in risk management, financial stability, capital accumulation, and economic development. By transferring risk from
individuals and organizations to insurance providers, insurance markets facilitate investment, entrepreneurship, and long-
term economic growth. However, the effectiveness of the insurance industry largely depends on the quality and efficiency of
its regulatory framework. Insurance regulations are designed to protect policyholders, ensure financial solvency, promote
market stability, foster fair competition, and enhance transparency and accountability among insurance institutions (lvan &
Jennifer, 2023; Lawrence & Fekadu, 2025).

The increasing complexity of financial markets, technological innovation, globalization, and the emergence of new
insurance products have significantly expanded the responsibilities of regulatory authorities. Consequently, insurance
regulators are required not only to supervise compliance with legal requirements but also to maintain an appropriate balance
between market development, consumer protection, financial stability, and innovation. Inefficient regulations may impose
excessive compliance costs, reduce competitiveness, hinder innovation, and ultimately undermine the performance of
insurance companies. Conversely, effective regulations can improve operational efficiency, increase public confidence, and
contribute to sustainable industry growth (Niakan, Behboudi Rad, et al., 2024; Oladunni & Anene, 2024).

Regulatory efficiency has become an important topic in insurance research worldwide. Studies conducted in various
countries have demonstrated that well-designed regulatory systems positively influence insurer performance, risk
management practices, and financial sustainability. Research on Australian private health insurers highlighted the significant
relationship between regulatory structures and organizational efficiency (Nguyen & Worthington, 2021). Similarly,
investigations into regulatory reforms in Nigeria showed that government regulations significantly affect insurance
operations and overall market performance (Oladunni & Anene, 2024). Lawrence and Fekadu further emphasized that
supervisory regulations play a critical role in improving industry performance and strengthening stakeholder confidence
(Lawrence & Fekadu, 2025).

One of the fundamental dimensions of regulatory efficiency is the protection of customer rights. Since insurance contracts
involve information asymmetry between insurers and policyholders, regulatory mechanisms are necessary to ensure
transparency, fair treatment, timely claim settlements, and effective complaint management. Consumer protection
regulations increase trust in insurance markets and encourage wider participation in insurance programs (Banaei Eskoui &
Ghorbani, 2024; Rasouli & Rahmani, 2022). Another important dimension is market regulation, which aims to establish fair
competition, prevent monopolistic behavior, and encourage innovation. Effective market regulation contributes to efficiency
by creating a balanced environment where insurers can compete while maintaining consumer welfare (Klumpes, 2022; Souri
et al.,, 2023).

Financial stability is another critical objective of insurance regulation. Insurance companies must maintain adequate
reserves, capital adequacy ratios, and risk management systems to ensure their ability to meet future obligations. Studies
have consistently demonstrated that financial stability mechanisms contribute significantly to insurance company efficiency
and sustainability (Alhassan & Boakye, 2020; Kiptoo et al., 2021). Furthermore, accountability and transparency are

increasingly recognized as essential regulatory principles. Financial reporting standards, corporate governance practices, and
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communication mechanisms strengthen trust among stakeholders and facilitate regulatory oversight (Rasouli & Rahmani,
2022; Yalfani et al., 2021).

Recent technological developments have also transformed the insurance landscape. Artificial intelligence, financial
technologies, digital platforms, and data analytics have created new opportunities for efficiency enhancement while
simultaneously introducing new regulatory challenges. The successful integration of technological innovations requires
adaptive and responsive regulatory frameworks capable of addressing emerging risks without restricting innovation (Gupta
et al,, 2022; Lanfranchi & Grassi, 2021; Najafi Moghadam et al., 2023).

In Iran, the insurance industry has experienced significant growth and structural transformation during recent decades.
Despite these developments, challenges related to regulatory effectiveness, financial reporting, market supervision, legal
structures, and technological adaptation continue to affect industry performance. Previous studies have examined various
aspects of insurance regulation and efficiency, including productivity, governance, financial reporting, and legal frameworks
(Beshkour, 2022; Daroudi et al., 2022; Niakan, Farazmand, et al., 2024). However, a comprehensive model integrating the key
components of regulatory efficiency within the Iranian insurance industry has remained underdeveloped. Therefore, this
study was conducted to identify, evaluate, and validate the components of regulatory efficiency and develop an integrated
model for the Iranian insurance industry (Fotova Cikovi¢ et al., 2024).

Methods and Materials

This study adopted an applied research approach and employed a sequential exploratory mixed-methods design. The
qualitative phase consisted of a meta-synthesis and Delphi methodology, while the quantitative phase utilized a descriptive-
correlational survey design.

In the first qualitative stage, a systematic review of domestic and international literature related to insurance regulation,
efficiency, financial stability, accountability, and customer protection was conducted. Eighteen relevant studies were selected
through purposive sampling and systematic screening procedures. Subsequently, a Delphi process was performed involving
19 theoretical and practical experts with substantial experience in insurance regulation and industry operations. Multiple
Delphi rounds were conducted until consensus was achieved.

The quantitative phase targeted senior financial managers within the Iranian insurance industry. Using proportional
stratified random sampling and considering the requirements of confirmatory factor analysis, 219 managers were selected
as respondents. Data collection was conducted using a researcher-developed questionnaire designed based on the qualitative
findings and validated through expert review.

The reliability and validity of the instrument were assessed through Cronbach’s alpha, composite reliability, convergent
validity, and discriminant validity analyses. Qualitative data were analyzed through thematic analysis following the Braun and
Clarke approach. Quantitative analyses included descriptive statistics, confirmatory factor analysis, and one-sample t-tests
using SPSS and SmartPLS software packages.

Findings

The qualitative phase resulted in the identification of four primary dimensions of regulatory efficiency in the Iranian

insurance industry: customer rights protection, market regulation, financial stability, and accountability.
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The customer rights protection dimension consisted of two major components: after-sales services and claim settlement
processes. Together, these components included nine indicators associated with service quality, complaint management,
claim processing speed, and customer satisfaction.

The market regulation dimension consisted of three components: the number of insurance companies, insurance pricing,
and product innovation. Fourteen indicators were identified within this dimension, reflecting competitive dynamics, pricing
mechanisms, market development, and innovation activities.

The financial stability dimension included three components: financial reserves, capital-to-risk ratio, and control
mechanisms. Fourteen indicators were identified to evaluate the financial strength, solvency, and risk management capacity
of insurance companies.

The accountability dimension comprised financial reporting and customer communication components, represented by
eight indicators related to transparency, reporting quality, responsiveness, and stakeholder engagement.

The Delphi process confirmed strong expert consensus regarding all identified dimensions and indicators. Kendall’s
coefficient of concordance exceeded the acceptable threshold in all Delphi rounds, indicating substantial agreement among
experts.

Descriptive analyses showed that all identified dimensions achieved favorable mean scores and demonstrated
approximately normal distributions. Among the four dimensions, market regulation exhibited the highest mean score, while
accountability demonstrated the strongest relationship with the overall regulatory efficiency construct.

Confirmatory factor analysis supported the proposed measurement model. The factor loadings for the four primary
dimensions ranged from 0.727 to 0.749, indicating strong associations between the latent construct and its dimensions.
Accountability exhibited the highest factor loading, followed by financial stability, customer rights protection, and market
regulation.

The coefficient of determination (R?) values for customer rights protection, market regulation, financial stability, and
accountability were 0.535, 0.528, 0.546, and 0.561, respectively, indicating moderate to strong explanatory power. The
average variance extracted values exceeded recommended thresholds, confirming convergent validity. Composite reliability
and Cronbach’s alpha coefficients also exceeded acceptable levels, demonstrating satisfactory reliability.

The overall goodness-of-fit index was calculated at 0.540, exceeding the recommended benchmark and indicating strong
model fit. Predictive relevance analysis further demonstrated acceptable predictive capability. Additionally, one-sample t-
test results confirmed both the internal and external validity of the proposed model. All dimensions and validation criteria
achieved statistically significant values, with mean scores exceeding the theoretical midpoint and significance levels below
0.001.

Overall, the findings supported the validity, reliability, and practical applicability of the proposed regulatory efficiency
model for the Iranian insurance industry.

Discussion and Conclusion

The findings demonstrate that regulatory efficiency within the Iranian insurance industry is a multidimensional construct
encompassing customer rights protection, market regulation, financial stability, and accountability. These dimensions
collectively represent the fundamental objectives of insurance regulation and provide a comprehensive framework for

evaluating regulatory effectiveness.
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The identification of customer rights protection as a core dimension highlights the central role of policyholder interests
within insurance markets. Effective claim settlement procedures, transparent service delivery, and responsive customer
support mechanisms contribute significantly to public trust and market legitimacy. Regulatory frameworks that prioritize
consumer protection can strengthen confidence in insurance institutions and encourage broader participation in insurance
programs.

The market regulation dimension emphasizes the importance of maintaining a balanced competitive environment.
Effective regulation should prevent monopolistic practices while simultaneously encouraging innovation and market
development. The findings suggest that regulatory authorities must continuously adapt regulatory policies to changing
market conditions while preserving competitive fairness and consumer welfare.

Financial stability emerged as another fundamental dimension of regulatory efficiency. Insurance companies operate
within environments characterized by uncertainty and long-term obligations. Therefore, adequate capital reserves, risk
management systems, and supervisory controls are essential for ensuring solvency and protecting policyholders. The results
indicate that financially sound institutions are more likely to achieve sustainable performance and maintain stakeholder
confidence.

The strong contribution of accountability to regulatory efficiency underscores the importance of transparency, reporting
quality, and organizational responsiveness. Effective accountability mechanisms facilitate regulatory oversight, reduce
information asymmetry, and enhance stakeholder trust. Transparent communication and reliable financial reporting create
conditions that support both market discipline and regulatory effectiveness.

The study also highlights the growing significance of technological innovation within contemporary insurance markets. As
digital transformation accelerates, regulatory frameworks must evolve to address emerging technologies while preserving
stability and consumer protection. Future regulatory systems should balance innovation promotion with risk management
considerations.

In conclusion, the proposed model provides a comprehensive and empirically validated framework for understanding
regulatory efficiency in the Iranian insurance industry. The integration of customer rights protection, market regulation,
financial stability, and accountability offers policymakers, regulators, and insurance managers a practical foundation for
evaluating and improving regulatory performance. Strengthening these dimensions can contribute to enhanced
organizational effectiveness, increased public trust, improved market stability, and sustainable development within the
insurance sector. The findings suggest that regulatory efficiency should be approached as an integrated system in which all

dimensions operate collectively to support the long-term success and resilience of the insurance industry.
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