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* Ppickering v. Hartsock, 287 S.W. 819 (Mo. Ct. App. 1926).

% Fischer, supra note 21, at 148.

51 Lamb v. Belt Casualty Co., 40 P. 2d 311, 314 (Cal. Ct. App. 1935).

%2 Fischer, supra note 21, at 149.
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A Study on the Liability Insurer’s Duty to
Settle- Lessons from the Legal System in the
United States

Jan-Juy Lin
Derek Le

Abstract

Liability insurance comprises two major functions for
policyholders. First, an insurer has a duty to indemnify, which is
similar to property loss insurance. The second function, from a
positive perspective, is that an insurer, as part of his profession and
endeavor, should assist his insured to settle the claim covered by the
liability insurance and solve the conflict or litigation to preserve the
insured’s peace of mind. Under the current system in Taiwan, neither
the insurance law nor the liability insurance policies impose a duty on
the insurer to settle reasonably clear claims. In respect of market
practices, many conflicts of liability insurance stem from the process
of claim settlement. Because current law and market practices are
inadequate to protect policyholders in liability insurance, certain
insurers, in bad faith, may abuse their positions in settlement
negotiations against the best interests of their clients. As a result, the
soundness and development of the liability insurance market is

jeopardized. This paper examines the major legal issues related to the
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settlement practices of liability insurance in Taiwan and reviews the
legal precedents guiding the American liability insurance industry.
This paper concludes by submitting recommendations to the relevant

authorities for consideration in any future legal system reform.
Keywords: liability insurance, duty to settle, participation in settlement, loss

indemnity, duty-to-settle rule, consent-to-settle clauses, hammer

clause
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