Journal of Advances and Scholarly Research In Allied Education
Vol.23, Issue No. 1 January-2026, ISSN 2230-7540

Alternative Dispute Resolution in Motor Accident Compensation

Claims

Rajendra Sharma'*, Dr. Sandeep Bhardwaj?
! Research Scholar, Jaipur School of Law, Maharaj Vinayak Global University Dhand, Amer,
Rajasthan
Rajendra.sharma.sgi@gmail.com

2 Supervisor, Jaipur School of Law, Maharaj Vinayak Global University Dhand, Amer,
Rajasthan
Abstract

The rapid growth of motor vehicles in India has significantly increased the number of road
accidents and compensation claims arising from them. The traditional adjudicatory process
before Motor Accident Claims Tribunals (MACTS) often suffers from delays, procedural
complexities, and prolonged litigation, thereby depriving victims and their families of timely
relief. In this context, Alternative Dispute Resolution (ADR) mechanisms have emerged as an
effective means of resolving motor accident compensation disputes in a speedy, economical,
and amicable manner. ADR methods such as Lok Adalats, mediation, conciliation, arbitration,
and negotiated settlements have increasingly become important tools in ensuring access to
justice and reducing judicial burden.

The present article critically examines the role of ADR in settlement of motor accident
compensation claims in India. It explores the statutory framework under the Motor Vehicles
Act, 1988 and the Legal Services Authorities Act, 1987, analyzes judicial approaches
encouraging ADR in compensation disputes, and evaluates the contribution of Lok Adalats
and mediation centres in achieving timely compensation for victims. The study further
discusses the advantages of ADR, including speedy disposal, reduced litigation costs, flexible
procedures, and reduction of pendency before MACTSs. Simultaneously, it identifies major
challenges such as unequal bargaining power, inadequate compensation, lack of legal
awareness, and institutional limitations.

The article concludes that ADR mechanisms have become indispensable for efficient disposal
of motor accident compensation claims in India. However, reforms relating to transparency,
victim-centric approaches, digital infrastructure, and standardized settlement mechanisms are
necessary for ensuring fairness and effectiveness in ADR proceedings.
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INTRODUCTION

Road accidents constitute one of the most serious public safety concerns in India. Rapid

urbanization, population growth, increased motorization, inadequate road infrastructure,
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negligent driving, and weak enforcement of traffic laws have contributed to an alarming rise
in motor vehicle accidents. Every year, thousands of individuals suffer death, permanent
disability, and severe injuries due to road accidents. These incidents not only result in
emotional trauma but also create substantial economic hardships for victims and their

dependents.

To provide financial relief and social protection to accident victims, the Motor Vehicles Act,
1988 established a legal framework for adjudication of compensation claims through Motor
Accident Claims Tribunals (MACTSs). The purpose of MACTSs is to ensure speedy and
effective compensation for victims of motor accidents. However, over the years, MACTSs have
experienced a substantial increase in pending cases due to procedural delays, shortage of

judicial officers, frequent adjournments, and contested claims involving insurance companies.

Traditional litigation in motor accident compensation cases is often time-consuming and
expensive. Victims belonging to economically weaker sections face significant difficulties in
pursuing lengthy legal proceedings. In many cases, compensation is delayed for years,

defeating the social welfare objective of the Motor Vehicles Act.

In response to these challenges, Alternative Dispute Resolution (ADR) mechanisms have
emerged as an effective alternative for settlement of motor accident compensation disputes.
ADR refers to non-traditional methods of resolving disputes outside formal court adjudication
through negotiation, mediation, conciliation, arbitration, and Lok Adalats. These mechanisms

emphasize consensual settlement, flexibility, reduced costs, and speedy justice.

Among various ADR mechanisms, Lok Adalats have become particularly significant in motor
accident compensation disputes. National Lok Adalats organized under the Legal Services
Authorities Act, 1987 regularly settle thousands of MACT cases across India. Mediation
centres and conciliatory forums have also gained prominence in promoting amicable

resolution between claimants and insurance companies.

The increasing use of ADR in motor accident compensation disputes reflects the broader
transformation of the Indian justice delivery system toward participatory and accessible
justice. This article critically examines the role, legal framework, judicial trends, advantages,
challenges, and future prospects of ADR mechanisms in settlement of motor accident

compensation claims in India.
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Meaning and Nature of Alternative Dispute Resolution

Alternative Dispute Resolution refers to various methods of resolving disputes without
resorting to conventional court litigation. ADR mechanisms are designed to provide faster,
less formal, and cost-effective settlement of disputes while promoting mutual understanding

and cooperation between parties.
The primary ADR mechanisms include:
o Negotiation
e Mediation
« Conciliation
e Arbitration
o Lok Adalat

ADR emphasizes consensual settlement rather than adversarial adjudication. In compensation
disputes, ADR seeks to balance the interests of victims, insurance companies, and vehicle

owners while ensuring expeditious relief.
Evolution of ADR in India

India has a long history of informal dispute resolution through village panchayats and
community-based settlements. Ancient Indian society preferred amicable settlement of

disputes through dialogue and reconciliation.

The modern ADR movement in India gained momentum after independence with growing
concerns regarding judicial backlog and access to justice. The constitutional mandate under

Article 39A encouraged the State to promote equal access to justice and free legal aid.
Significant legislative developments include:

« Legal Services Authorities Act, 1987

« Arbitration and Conciliation Act, 1996

« Section 89 of the Code of Civil Procedure, 1908
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These reforms institutionalized ADR within the Indian legal system.

Constitutional Foundations of ADR: The constitutional basis of ADR mechanisms is rooted

in the principles of social justice and access to justice.
e Article 14: Ensures equality before law and equal protection of laws.

e Article 21: Guarantees the right to life and personal liberty, which includes the right to

speedy justice.
e Article 39-A: Mandates the State to ensure equal justice and free legal aid.

e ADR mechanisms help fulfill these constitutional goals by reducing procedural barriers

and making justice accessible to economically weaker sections.
Motor Accident Compensation Claims in India

Motor Vehicles Act, 1988: The Motor Vehicles Act, 1988 governs compensation claims

arising from road accidents in India.
The Act provides for:

Establishment of MACTSs

e Insurance liability

o Compensation procedures

e No-fault liability claims

e Structured compensation mechanisms

Motor Accident Claims Tribunals (MACTSs): MACTSs adjudicate compensation claims

arising from:
o Death
o Permanent disability
o Bodily injuries

e Property damage
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Claims are generally filed under:
o Section 166 (fault liability)
e Section 163A (structured formula)
e Section 140 (no-fault liability)
Need for ADR in Motor Accident Compensation Claims

e Delay in Judicial Proceedings: MACT cases often remain pending for several years
due to procedural complexities and heavy caseloads.

e Economic Hardships of Victims: Victims and dependents require immediate financial

assistance for medical treatment, rehabilitation, and livelihood.

e Increasing Litigation Costs: Traditional litigation involves substantial expenses

relating to advocates, documentation, and repeated hearings.

e Judicial Backlog: Indian courts and tribunals face enormous pendency of accident

compensation claims.

e Insurance Disputes: Insurance companies frequently contest liability and

compensation quantum, causing further delays.

ADR mechanisms address these challenges through amicable and time-efficient settlement

procedures.
Forms of ADR in Motor Accident Compensation Claims
Negotiation
Negotiation involves direct discussion between parties for mutually acceptable settlement.
Advantages
e Informal procedure
e Low cost

o Faster resolution
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o Flexibility
Insurance companies often negotiate directly with claimants before formal litigation.
Mediation in Motor Accident Claims

Mediation is a structured negotiation process facilitated by a neutral third party known as a

mediator.
Role of Mediator

The mediator assists parties in:

Identifying issues

Exploring settlement options

Facilitating communication

Achieving compromise

Importance in Accident Claims

Mediation is particularly effective because compensation disputes largely involve monetary

settlement.

Court-Annexed Mediation: Several High Courts and district courts have established

mediation centres for settlement of accident claims.

Judicial Support: Indian courts have increasingly encouraged mediation in compensation

disputes.

In M.R. Krishna Murthi v. New India Assurance Co. Ltd. (2019), the Supreme Court

emphasized institutional mediation mechanisms in motor accident compensation cases.
Conciliation in Motor Accident Compensation

Conciliation resembles mediation but involves a more active role of the conciliator in

proposing settlement terms.

Conciliatory mechanisms are frequently used in:
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« Insurance settlements

o Pre-litigation dispute resolution

o Lok Adalat proceedings
Arbitration and Motor Accident Claims

Avrbitration is less commonly used in motor accident compensation disputes because statutory
claims under the Motor Vehicles Act are generally adjudicated by MACTS.

However, arbitration may arise in:
o Insurance contractual disputes
e Recovery proceedings
e Inter-insurer liability disputes
The Arbitration and Conciliation Act, 1996 governs arbitration proceedings in India.
Lok Adalats and Motor Accident Claims
Lok Adalat is the most prominent ADR mechanism in motor accident compensation disputes.
Meaning of Lok Adalat

Lok Adalat means “People’s Court.” It is a statutory forum established under the Legal
Services Authorities Act, 1987 for amicable settlement of disputes through compromise and

conciliation.

Legal Framework
e Section 19: Provides for organization of Lok Adalats.
e Section 20: Allows referral of disputes to Lok Adalats.

e Section 21: Awards passed by Lok Adalats are deemed civil court decrees and are final

and binding.
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Importance of Lok Adalats in Motor Accident Claims

e Speedy Compensation: Lok Adalats resolve disputes quickly and provide timely relief

to victims.

e Reduction of Pendency: Thousands of MACT cases are settled annually through
National Lok Adalats.

e Cost-Effective Mechanism: No court fees are charged, and existing court fees are
refunded upon settlement.

e Informal Procedure: Strict procedural and evidentiary rules are relaxed.
e Victim-Oriented Justice: The process is less adversarial and more compassionate.
National Lok Adalats and MACT Cases

National Lok Adalats organized under the supervision of the National Legal Services

Authority (NALSA) have become instrumental in disposal of MACT disputes.
These Lok Adalats involve coordinated participation by:

« Judicial officers

e Insurance companies

e Advocates

e Legal aid authorities

e Claimants
The success of National Lok Adalats reflects growing public confidence in ADR mechanisms.
Role of Insurance Companies in ADR
Insurance companies play a central role in accident compensation settlements.
Benefits of ADR for Insurance Companies

e Reduction in litigation costs
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Faster dispute resolution
Reduced interest liabilities

Better claim management

However, concerns regarding low settlement offers and unequal bargaining power remain

significant.

Judicial Approach toward ADR in Motor Accident Claims

Indian judiciary has consistently encouraged ADR mechanisms.

Afcons Infrastructure Ltd. v. Cherian Varkey Construction Co. (2010): The
Supreme Court encouraged reference of suitable disputes to ADR mechanisms under
Section 89 CPC.

State of Punjab v. Jalour Singh (2008): The Court clarified the conciliatory role of
Lok Adalats.

M.R. Krishna Murthi v. New India Assurance Co. Ltd. (2019): The Court advocated

institutional mediation for accident compensation claims.

These decisions demonstrate judicial commitment toward amicable settlement mechanisms.

Advantages of ADR in Motor Accident Compensation Claims

Speedy Disposal: ADR significantly reduces delays.

Reduced Costs: Litigation expenses are minimized.

Informal and Flexible Process: Parties avoid technical procedural complexities.
Reduction of Hostility: ADR promotes cooperation and compromise.
Reduction of Judicial Burden: MACTSs experience reduced pendency.

Greater Accessibility: ADR is more accessible for poor and marginalized claimants.
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Challenges in ADR Mechanisms
Despite their advantages, ADR mechanisms face several challenges.

e Inadequate Compensation: Claimants may agree to lower compensation due to

financial pressure.

e Unequal Bargaining Power: Insurance companies possess greater resources and

expertise.

e Lack of Awareness: Victims are often unaware of legal rights and fair compensation

standards.
e Pressure for Settlement: Mass disposal drives may prioritize quantity over justice.
e Lack of Uniformity: Settlement standards vary across jurisdictions.

e Institutional Limitations: Shortage of trained mediators and conciliators affects

quality.
Digital ADR and E-Lok Adalats
Technological advancement has introduced online dispute resolution mechanisms.
E-Lok Adalats
Virtual Lok Adalats became prominent during the COVID-19 pandemic.

Benefits

Remote accessibility

Reduced travel costs

Faster communication

Digital record maintenance
Challenges

« Digital divide
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o Technical issues
o Cybersecurity concerns
Nevertheless, digital ADR represents an important future development.
Comparative Perspective
Several countries employ ADR in accident compensation disputes.
e United Kingdom: Insurance Ombudsman and mediation systems are widely used.
e United States: Negotiated settlements dominate personal injury compensation cases.
e Australia: Conciliation-based accident compensation systems exist.
India’s Lok Adalat model is unique because of its statutory and constitutional character.
ADR and Access to Justice
ADR mechanisms promote democratization of justice by:

Reducing procedural barriers

Ensuring affordable justice

Encouraging participatory dispute resolution

Providing timely compensation
ADR aligns with the constitutional vision of social welfare and legal accessibility.
Critical Evaluation

ADR mechanisms have substantially improved the settlement process in motor accident
compensation disputes. Lok Adalats and mediation centres have successfully reduced
pendency and facilitated timely relief. However, the effectiveness of ADR should not be
assessed solely by disposal statistics. Fairness, transparency, voluntariness, and adequacy of
compensation are equally important. There is a need to ensure that vulnerable victims are not

compelled into unfair settlements due to economic necessity or institutional pressure.
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Suggestions and Reforms

e Strengthening Mediation Infrastructure: Dedicated mediation centres for MACT

disputes should be established.
e Awareness Programs: Victims should be educated regarding compensation rights.

e Standardized Compensation Guidelines: Uniform settlement principles should be

developed.

e Capacity Building: Training programs for mediators and conciliators should be

enhanced.

e Victim-Centric Approach: Compensation settlements should prioritize rehabilitation

and dignity.

e Technological Development: Expansion of online ADR platforms should be

encouraged.
e Judicial Monitoring: Courts should ensure fairness and voluntariness in settlements.

CONCLUSION

Alternative Dispute Resolution mechanisms have emerged as an indispensable component of
the Indian motor accident compensation system. Rising road accidents, growing pendency of
MACT cases, and delays in judicial proceedings have necessitated the adoption of faster and

more accessible dispute resolution mechanisms.

ADR methods such as mediation, conciliation, negotiation, arbitration, and particularly Lok
Adalats have transformed the settlement landscape of motor accident claims. These
mechanisms provide speedy, inexpensive, flexible, and victim-oriented justice while

simultaneously reducing judicial burden.

Among all ADR mechanisms, Lok Adalats have played the most significant role in settlement
of motor accident compensation disputes. Their statutory framework under the Legal Services
Authorities Act, 1987 and their humanitarian approach have contributed immensely toward

improving access to justice.
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Nevertheless, concerns regarding unequal bargaining power, inadequate compensation, lack

of awareness, and institutional deficiencies require systematic reforms. Future efforts must

focus upon fairness, transparency, technological advancement, and strengthening of victim-

centric justice mechanisms.

If properly implemented and monitored, ADR can continue to serve as a powerful instrument

for ensuring timely and effective compensation to motor accident victims in India while

promoting the constitutional goals of social justice and access to justice.
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