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ABSTRACT

The rapid expansion of digital commerce and online consumer transactions
has significantly transformed the nature of consumer disputes, necessitating
innovative approaches to dispute resolution. Traditional consumer redressal
mechanisms, while essential for protecting consumer rights, often face
challenges such as procedural delays, increasing case backlogs, geographical
barriers and litigation costs. In response to these concerns, Online Dispute
Resolution (ODR) has emerged as a promising alternative, integrating
technology-driven solutions to facilitate efficient and accessible dispute
settlement. More recently, the incorporation of Artificial Intelligence (AI)
into online mediation processes has introduced new possibilities for
enhancing the effectiveness of consumer dispute resolution systems. The
growing role of Artificial Intelligence in online mediation and its potential
to strengthen consumer justice in the digital era. It explores how Al-powered
tools can assist in complaint management, case screening, negotiation
support, predictive analysis and settlement facilitation, thereby improving
the speed, accessibility and cost-efficiency of dispute resolution. The study
further analyses the legal framework governing consumer protection,
mediation, digital governance and data protection in India, with particular
reference to the Consumer Protection Act, 2019, the Mediation Act, 2023
and the Digital Personal Data Protection Act, 2023. While Al-driven online
mediation offers significant opportunities for expanding access to justice and
reducing institutional burdens, it also raises important regulatory and ethical
concerns. Issues relating to algorithmic bias, lack of transparency,
accountability, data privacy, cybersecurity and procedural fairness pose
substantial challenges to the legitimacy and reliability of automated dispute
resolution systems. Through a doctrinal analysis of legal provisions, policy
developments and emerging international practices, the paper argues that the
successful integration of Al into consumer dispute resolution requires a
balanced regulatory framework that promotes technological innovation
while safeguarding consumer rights and principles of justice.
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INTRODUCTION

The rapid advancement of digital technologies has fundamentally transformed the relationship
between consumers and businesses, creating new opportunities for commerce while
simultaneously generating complex forms of consumer disputes. The widespread adoption of e-
commerce platforms, digital payment systems, online marketplaces and technology-driven
services has significantly increased the volume of transactions conducted in virtual environments.
As consumer interactions increasingly occur through digital channels, traditional dispute
resolution mechanisms often face challenges in addressing grievances efficiently due to
procedural delays, geographical limitations, increasing caseloads and associated litigation costs.
In response to these evolving realities, Online Dispute Resolution (ODR) has emerged as an
innovative mechanism that utilizes technology to facilitate the resolution of disputes in a faster,
more accessible and cost-effective manner. The integration of Artificial Intelligence (Al) into
online mediation represents a further development in this transformation, enabling automated
complaint management, intelligent case assessment, predictive analytics, negotiation support and
data-driven decision-making. Al-powered systems possess the potential to improve efficiency,
reduce administrative burdens and enhance consumer access to justice by providing timely and
user-friendly dispute resolution services. However, the growing reliance on artificial intelligence
within mediation processes also raises significant legal, ethical and regulatory concerns. Issues
relating to algorithmic bias, transparency, accountability, privacy protection, cybersecurity and
procedural fairness have generated considerable debate regarding the legitimacy and reliability
of Al-assisted dispute resolution systems. In India, recent legislative developments, including the
Consumer Protection Act, 2019, the Mediation Act, 2023 and the Digital Personal Data Protection
Act, 2023, provide an important legal context for examining the use of emerging technologies in
consumer justice. Against this backdrop, the present study critically analyses the opportunities
offered by artificial intelligence and online mediation in consumer dispute resolution while
evaluating the regulatory challenges that must be addressed to ensure fairness, transparency,

accountability and effective protection of consumer rights in the digital age.

CONCEPTUAL FRAMEWORK OF ARTIFICIAL INTELLIGENCE AND ONLINE
MEDIATION

The integration of Artificial Intelligence (Al) into dispute resolution represents one of the most

significant developments in the contemporary legal landscape. The increasing digitization of
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commerce and consumer interactions has generated a growing demand for efficient, technology-
driven mechanisms capable of resolving disputes beyond traditional courtroom processes. Online
mediation, supported by Al-based tools and digital platforms, has emerged as an innovative
approach that combines technological efficiency with the principles of consensual dispute
resolution. Understanding the conceptual foundations of artificial intelligence and online
mediation is essential for evaluating their role in enhancing consumer justice, improving

accessibility and addressing the challenges associated with digital dispute resolution systems.
2.1 Meaning and Evolution of Artificial Intelligence

Artificial Intelligence refers to the capability of computer systems to perform tasks that
traditionally require human intelligence, including learning, reasoning, problem-solving,
decision-making, language processing and pattern recognition. Al systems operate through
algorithms, machine learning models and data analytics that enable them to process large volumes
of information and generate outcomes based on identified patterns. The concept of artificial
intelligence emerged during the mid-twentieth century and has evolved significantly with
advances in computing technology and data science. Early Al systems were primarily rule-based
and capable of performing limited functions. However, contemporary Al applications utilize
machine learning and predictive analytics, allowing systems to adapt and improve through
experience. In the legal sector, Al is increasingly used for legal research, document review, case
management, risk assessment and dispute resolution. In India, The Digital Personal Data
Protection Act, 2023 plays an important role in regulating the collection, processing and
protection of personal data used by Al systems. The significance of balancing technological
innovation with constitutional rights was recognized by the Supreme Court in Justice K.S.
Puttaswamy (Retd.) v. Union of India’, where the Court held the fundamental right to privacy and
highlighted the need for safeguards in the digital age.

2.2 Concept and Characteristics of Online Mediation

Online mediation is a form of Online Dispute Resolution (ODR) in which mediation proceedings
are conducted through digital platforms using communication technologies such as video
conferencing, online negotiation tools, electronic document sharing and virtual communication

channels. It seeks to replicate the essential features of traditional mediation while overcoming

! Justice K.S. Puttaswamy (Retd.) v. Union of India, (2017) 10 SCC 1
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geographical and logistical barriers?.
Several characteristics distinguish online mediation from conventional mediation.

It provides greater accessibility by enabling parties to participate remotely regardless of their

physical location.

It promotes efficiency through digital scheduling, document management and automated

communication systems.

Online mediation is generally more cost-effective as it reduces travel expenses and

administrative costs.
It offers flexibility by allowing parties to engage in proceedings at mutually convenient times.

The legal recognition of online mediation in India received significant support through the
Mediation Act, 2023. Section 30° of the Act expressly recognizes online mediation and permits
mediation proceedings to be conducted through electronic means, including secure digital
communication platforms*. This legislative recognition reflects the growing acceptance of
technology-assisted dispute resolution as a legitimate and effective mechanism for resolving

conflicts in the digital economy.
2.3 AI-Driven Dispute Resolution Systems

Al-driven dispute resolution systems represent an advanced form of technology-assisted justice
where artificial intelligence supports various stages of dispute resolution. These systems can
perform functions such as automated complaint classification, case screening, dispute
assessment, settlement prediction, negotiation assistance and decision-support analysis. In
consumer disputes, Al tools can quickly analyze large volumes of complaints, identify recurring
patterns and recommend appropriate resolution pathways. Automated systems may assist parties
in understanding legal options, estimating potential outcomes and facilitating preliminary

negotiations before human intervention becomes necessary. Such capabilities improve efficiency

2 Katsh ME, Rabinovich-Einy O. Digital Justice: Technology and the Internet of Disputes. New York: Oxford
University Press; 2017. p. 45-52.

3 Mediation Act, 2023. Section 30 https://share.google/921EP4XV50pHDKx3B

4 Mediation Act, 2023 (Act No. 32 of 2023), s. 30 (India).
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and reduce the administrative burden on dispute resolution institutions.

However, Al-driven systems are not intended to replace human judgment entirely. The role of
artificial intelligence is generally facilitative rather than determinative, particularly in mediation
processes where empathy, communication and contextual understanding remain essential.
Concerns regarding algorithmic bias, inaccurate data inputs and lack of transparency highlight
the need for appropriate human oversight’. The Consumer Protection Act, 2019 indirectly
supports technology-based consumer grievance redressal through its recognition of e-commerce
transactions and digital consumer rights, thereby creating a legal environment conducive to

technology-enabled dispute resolution mechanisms.
2.4 Intersection of Al, Mediation and Consumer Justice

The convergence of artificial intelligence, mediation and consumer justice represents a significant
transformation in the manner consumer disputes are addressed in the digital era. Consumer justice
seeks to ensure that consumers have access to effective, affordable and timely remedies when
their rights are violated. Al-assisted online mediation contributes to this objective by improving
the speed, accessibility and efficiency of dispute resolution processes. Artificial intelligence can
assist mediators by organizing information, identifying key issues, generating settlement options
and facilitating communication between parties. Online mediation platforms further enhance
accessibility by enabling consumers to participate without geographical constraints. Together,
these technologies have the potential to reduce case backlogs, minimize costs and improve user

satisfaction.

At the same time, the integration of Al into mediation raises important questions concerning
fairness, accountability, transparency and due process. Consumer justice requires that dispute
resolution mechanisms remain impartial, understandable and accessible to all participants.
Excessive reliance on automated systems may undermine these principles if adequate safeguards
are not implemented®. Therefore, the future of Al-assisted consumer mediation depends upon
maintaining an appropriate balance between technological innovation and the protection of legal

rights.

5 Surden H. Artificial Intelligence and Law: An Overview. Ga State Univ Law Rev. 2019;35(4):1305-1335.
¢ Katsh ME, Rabinovich-Einy O. Digital Justice: Technology and the Internet of Disputes. New York: Oxford
University Press; 2017. p. 85-97.
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The importance of procedural fairness in decision-making processes was emphasized by the
Supreme Court in Maneka Gandhi v. Union of India’, where the Court held that fairness and
reasonableness are essential components of justice. These principles remain equally relevant in
the context of Al-enabled dispute resolution systems, reinforcing the need for transparent and

accountable technological frameworks that serve the broader objectives of consumer justice.
LEGAL FRAMEWORK GOVERNING AI AND ONLINE MEDIATION IN INDIA

The growing adoption of Artificial Intelligence (AI) and Online Dispute Resolution (ODR)
mechanisms has created the need for a comprehensive legal framework capable of balancing
technological innovation with consumer protection and procedural fairness. Although India does
not yet possess a dedicated legislation exclusively regulating artificial intelligence, several
statutory instruments collectively govern digital transactions, online mediation, data protection
and consumer rights. These legal frameworks provide the foundation for Al-assisted dispute
resolution by establishing principles relating to digital governance, privacy protection, electronic
communication and consumer welfare. Understanding these legal developments is essential for
assessing both the opportunities and regulatory concerns associated with Al-driven consumer

dispute resolution systems.
3.1 Consumer Protection Act, 2019 and Digital Consumer Rights

The Consumer Protection Act, 2019 represents a significant modernization of consumer law in
India by addressing challenges arising from digital commerce and online transactions. Unlike its
predecessor, the Act expressly recognizes e-commerce platforms and electronic transactions,

thereby extending consumer protection to the digital marketplace.

Several provisions of the Act strengthen digital consumer rights. Section 2(16) defines e-
commerce, while Section 2(47) broadens the concept of unfair trade practices to include
misleading digital representations and deceptive online conduct. The Act also established the
Central Consumer Protection Authority (CCPA) under Sections 10 to 278, empowering it to

investigate violations affecting consumer interests and regulate unfair market practices’.

" Maneka Gandhi v. Union of India, (1978) 1 SCC 248

8 The Central Consumer Protection Authority (CCPA) under Sections 10 to 27
https://share.google/in6Y2s8aoRh8Hadat

% Section 2(16) and 2(47) of Consumer Protection Act, 2019 https://share.google/2TKSyJULMxgCh0e59
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The Consumer Protection (E-Commerce) Rules, 2020 further require online platforms to maintain
transparency, disclose seller information, establish grievance redressal mechanisms and protect
consumer interests. These provisions provide an important legal foundation for technology-
enabled dispute resolution by ensuring that consumers engaging in online transactions retain

effective remedies against digital misconduct.
3.2 Mediation Act, 2023 and Online Mediation

The Mediation Act, 2023 constitutes India's first comprehensive legislation dedicated exclusively
to mediation. The Act seeks to promote mediation as an efficient and accessible dispute resolution
mechanism while providing legal certainty regarding mediation procedures and settlement

agreements'’.

A particularly important feature is the statutory recognition of online mediation. Section 30 of
the Act expressly permits mediation proceedings to be conducted through electronic means,
including secure digital communication technologies and online platforms. This provision
acknowledges the growing role of technology in dispute resolution and supports the development

of Al-assisted mediation systems.

The Act further emphasizes key principles such as voluntariness, confidentiality, neutrality and
party autonomy, which remain essential even when mediation is conducted through digital
platforms. The legal recognition of mediated settlement agreements also enhances confidence in

online dispute resolution by ensuring enforceability and finality.
3.3 Information Technology Act, 2000

The Information Technology Act, 2000 serves as the primary legislation governing electronic
transactions, digital communications and cyber activities in India. Although enacted before the
emergence of sophisticated Al systems, the Act continues to play a vital role in regulating the
technological environment within which online mediation operates. The Act grants legal
recognition to electronic records under Section 4 and electronic signatures under Section 5,
thereby facilitating digital communication and documentation within online dispute resolution
platforms. These provisions are particularly relevant because mediation proceedings increasingly

rely upon electronic records, digital agreements and virtual communication technologies. The

10 Mediation Act, 2023 (Act No. 32 0of 2023), s. 30 (India).
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legislation also contains provisions relating to cybersecurity and data protection. Sections 43 and
66 address unauthorized access, data theft and cyber offences, while Section 72 imposes penalties
for breaches of confidentiality and privacy. Such safeguards are essential for ensuring trust and
security in Al-enabled dispute resolution systems where sensitive consumer information may be

processed electronically!!.
3.4 Digital Personal Data Protection Act, 2023

The Digital Personal Data Protection Act, 2023 represents a landmark development in India's
data governance framework. As Al systems rely extensively on data collection, processing and
analysis, the protection of personal information has become a central concern in technology-
assisted dispute resolution. The Act establishes important principles governing lawful data
processing, informed consent, purpose limitation, data minimization and accountability of data
fiduciaries. These safeguards are particularly relevant in Al-assisted mediation, where consumer
information may be collected and analyzed for dispute assessment, case management and

settlement facilitation'?.

The legislation also grants individuals significant rights, including the right to access information,
correct inaccuracies and seek grievance redressal regarding data processing activities. By
strengthening privacy protection and promoting responsible data governance, the Act contributes
to building public trust in Al-based dispute resolution mechanisms. The importance of
safeguarding informational privacy was reaffirmed by the Supreme Court in Karmanya Singh
Sareen v. Union of India’3, where concerns regarding digital data security and user privacy were

brought into judicial focus in the context of emerging technologies.
3.5 Emerging Regulatory Policies on Artificial Intelligence

Although India has not yet enacted a dedicated Artificial Intelligence Act, various governmental
initiatives indicate a gradual movement toward Al governance. Policy discussions increasingly
emphasize responsible innovation, ethical Al development, transparency, accountability and
human oversight. Institutions such as the National Institution for Transforming India (NITI

Aayog) have published policy frameworks encouraging the responsible use of Al across sectors,

! Section 4, 5, 43 and 72 of Information Technology Act, 2000 https://share.google/73CiY O8koarUekPnK
12 Digital Personal Data Protection Act, 2023 (Act No. 22 of 2023) (India).
13 Karmanya Singh Sareen v. Union of India, 2017 SCC OnLine Del 10885
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including governance, healthcare, education and legal services'®. These initiatives advocate
principles such as fairness, transparency, explainability, non-discrimination and protection of

fundamental rights.

The absence of a comprehensive Al-specific statute presents both opportunities and challenges.
While regulatory flexibility encourages innovation, inadequate legal guidance may create
uncertainty regarding liability, accountability and algorithmic decision-making. As Al becomes
increasingly integrated into consumer dispute resolution processes, the development of sector-
specific guidelines and ethical governance standards will be essential for ensuring that
technological advancement remains consistent with constitutional values and consumer
protection objectives. The need for transparency and accountability in public decision-making
was highlighted by the Supreme Court in Reliance Petrochemicals Ltd. v. Proprietors of Indian
Express Newspapers Bombay Pvt. Ltd.’>, where the Court held the importance of access to
information in a democratic society. Similar principles remain relevant in contemporary

discussions concerning explainable and accountable Al systems.
ROLE OF ARTIFICIAL INTELLIGENCE IN CONSUMER DISPUTE RESOLUTION

The rapid growth of digital commerce has significantly increased the number and complexity of
consumer disputes, creating a demand for innovative mechanisms capable of delivering efficient
and accessible justice. Artificial Intelligence (Al) has emerged as a transformative technology
with the potential to enhance various stages of consumer dispute resolution, particularly within
Online Dispute Resolution (ODR) and online mediation systems. By utilizing machine learning,
natural language processing, predictive analytics and automated decision-support technologies,
Al can assist consumers, businesses, mediators and dispute resolution institutions in managing
disputes more effectively. While Al is not intended to replace human judgment, it serves as a
valuable tool for improving efficiency, reducing delays and facilitating informed decision-
making'®. The growing integration of Al into consumer dispute resolution reflects a broader
movement toward technology-enabled justice that seeks to balance innovation with fairness and

consumer protection.

Y NITI Aayog. Designing the Future of Dispute Resolution: The ODR Policy Plan for India. New Delhi:
Government of India; 2021.

15 Reliance Petrochemicals Ltd. v. Proprietors of Indian Express Newspapers Bombay Pvt. Ltd., (1988) 4 SCC
592

16 Surden H. Artificial Intelligence and Law: An Overview. Ga State Univ Law Rev. 2019;35(4):1305-1335.
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4.1 Automated Complaint Handling and Case Screening

One of the most practical applications of Al in consumer dispute resolution is automated
complaint handling and preliminary case screening. Consumer dispute resolution bodies often
receive a large number of complaints involving similar factual patterns, making manual
processing both time-consuming and resource-intensive. Al systems can automate the initial
stages of complaint management by receiving, categorizing and analyzing consumer grievances

through intelligent digital interfaces.

Natural language processing technologies enable Al systems to identify the nature of complaints,
classify disputes according to subject matter and direct cases to appropriate resolution channels.
For example, disputes relating to e-commerce transactions, defective products, banking services
or digital payments can be automatically categorized and prioritized based on urgency and
complexity. Such automation reduces administrative burdens and enables institutions to allocate

resources more efficiently!’.

The Consumer Protection Act, 2019, particularly through its recognition of digital consumer
transactions and grievance redressal mechanisms, supports the development of technology-
assisted complaint management systems. Automated screening also assists in identifying
incomplete applications, repetitive claims and procedural deficiencies at an early stage, thereby

improving the overall efficiency of dispute resolution processes.
4.2 Al-Assisted Negotiation and Settlement Processes

Artificial Intelligence increasingly plays an important role in facilitating negotiation and
settlement discussions within online mediation platforms. Al-assisted negotiation systems
analyze information provided by the parties and generate potential settlement options based on
previous dispute outcomes, legal principles and identified areas of mutual interest. These systems
can assist consumers and businesses by suggesting realistic compromise solutions, highlighting
common interests and identifying settlement ranges that may satisfy both parties. Al tools may
also provide automated communication support, enabling parties to exchange proposals and

responses through structured digital platforms.

17 Katsh ME, Rabinovich-Einy O. Digital Justice: Technology and the Internet of Disputes. New York: Oxford
University Press; 2017. p. 103-118.
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Importantly, Al-assisted negotiation does not replace mediators. Rather, it enhances the
mediation process by providing analytical support and helping parties evaluate available options
more effectively. Human mediators continue to play a crucial role in addressing emotional
concerns, maintaining procedural fairness and ensuring that negotiated outcomes remain
voluntary and informed'8. The principles of voluntariness and party autonomy recognized under
the Mediation Act, 2023 remain equally applicable to Al-assisted negotiations. Any settlement
reached through technological assistance must continue to reflect the genuine consent of the

parties involved.
4.3 Predictive Analytics in Dispute Resolution

Predictive analytics represents one of the most sophisticated applications of Al in dispute
resolution. By analyzing large datasets containing previous cases, settlement records, consumer
complaints and dispute outcomes, Al systems can identify patterns and generate forecasts

regarding potential resolutions.

In consumer disputes, predictive analytics may assist parties in understanding the likely
consequences of different courses of action. Consumers may receive information regarding
possible settlement outcomes, while businesses may evaluate litigation risks and settlement
opportunities more accurately. Such insights encourage informed decision-making and may
increase the likelihood of early dispute resolution. Predictive technologies also support
institutional planning by identifying recurring consumer issues, emerging market trends and
sectors generating large numbers of disputes. Regulatory authorities may utilize such information

to develop targeted consumer protection strategies and preventive interventions'.

However, predictive analytics must be used cautiously. Overreliance on algorithmic predictions
may undermine individualized justice if complex disputes are reduced to statistical probabilities.
Human oversight remains essential to ensure that unique factual circumstances and equitable
considerations are not overlooked. The need for fairness in decision-making was emphasized by
the Supreme Court in Mohinder Singh Gill v. Chief Election Commissioner’’, where the Court

underscored the importance of reasoned and fair decision-making processes. These principles

18 Lodder AR, Zeleznikow J. Enhanced Dispute Resolution Through the Use of Information Technology.
Cambridge: Cambridge University Press; 2010. p. 75-92.

19 Bench-Capon T, Sartor G. A Model of Legal Reasoning with Cases Incorporating Theories and Values. Artif
Intell. 2003;150(1-2):97-143.

20 Mohinder Singh Gill v. Chief Election Commissioner, (1978) 1 SCC 405
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remain relevant in the context of Al-generated recommendations.
4.4 Smart Decision Support Systems

Al-powered decision support systems are designed to assist mediators, consumer commissions
and dispute resolution professionals by providing relevant information and analytical insights
during the dispute resolution process. These systems do not make binding decisions but function

as advisory tools that enhance the quality of human decision-making.

Smart decision support systems can rapidly analyze legal provisions, consumer protection
regulations, contractual terms, previous dispute outcomes and relevant documentation. This
capability enables mediators and dispute resolution professionals to identify key issues more

efficiently and focus on developing practical solutions.

The Information Technology Act, 2000, which grants legal recognition to electronic records
under Section 4 and electronic documentation under Section 5, indirectly facilitates the use of
digital technologies and Al-supported systems in dispute resolution environments?!.
Nevertheless, the final responsibility for evaluating evidence and ensuring procedural fairness

must remain with human actors rather than automated systems.
4.5 Enhancing Efficiency and Accessibility through Al

Perhaps the most significant contribution of Al lies in its ability to enhance both efficiency and
accessibility within consumer dispute resolution systems. Traditional dispute resolution
mechanisms often involve geographical barriers, procedural complexities and financial costs that
discourage consumers from seeking remedies. Al-powered online platforms help overcome many
of these limitations by providing convenient and user-friendly access to dispute resolution

services.

Consumers can submit complaints, upload documents, communicate with mediators and
participate in proceedings remotely through digital platforms. Al tools further improve
accessibility by offering multilingual support, automated guidance, real-time assistance and

simplified procedural information. These features are particularly beneficial for consumers

2l Susskind R. Online Courts and the Future of Justice. Oxford: Oxford University Press; 2019. p. 145-168.
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residing in remote areas or those lacking extensive legal knowledge.

Al also contributes to institutional efficiency by reducing administrative workloads, accelerating
case processing and enabling dispute resolution bodies to manage larger caseloads without
proportionate increases in resources. As a result, dispute resolution becomes more responsive,

cost-effective and accessible to a wider segment of society.

The importance of utilizing technology to improve access to justice was recognized by the
Supreme Court in Swapnil Tripathi v. Supreme Court of India®?, where the Court held the role of
technology in enhancing transparency and public access to legal processes. Similar principles
support the integration of Al into consumer dispute resolution systems, provided that

technological innovation remains consistent with fairness, accountability and consumer rights.
OPPORTUNITIES PRESENTED BY AI AND ONLINE MEDIATION

The integration of Artificial Intelligence (AI) and Online Mediation into consumer dispute
resolution has created significant opportunities for improving the efficiency, accessibility and
effectiveness of consumer justice systems. The rapid growth of digital commerce has generated
a corresponding increase in consumer disputes, making it necessary to adopt innovative solutions
capable of addressing grievances in a timely and cost-effective manner. Al-assisted Online
Dispute Resolution (ODR) platforms have emerged as valuable tools for simplifying dispute
management, facilitating settlements and expanding access to justice. By combining
technological innovation with the principles of mediation, these systems offer the potential to
transform traditional approaches to consumer dispute resolution and strengthen consumer

protection in the digital age.
5.1 Speedy and Cost-Effective Resolution

One of the most significant advantages of Al-assisted online mediation is its ability to resolve
disputes quickly and at a lower cost. Traditional litigation often involves procedural formalities,
multiple hearings, legal representation and substantial expenditure of time and resources. In
contrast, Al-powered systems can automate several administrative functions, including complaint

registration, document management, scheduling and preliminary case assessment.

22 Swapnil Tripathi v. Supreme Court of India, (2018) 10 SCC 639
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Online mediation further reduces costs associated with travel, physical infrastructure and
procedural delays. Consumers can participate remotely using digital platforms, making dispute
resolution more affordable and convenient. The Consumer Protection Act, 2019, through its
emphasis on consumer-friendly grievance redressal mechanisms, supports the objective of

providing efficient and accessible remedies to consumers?3.
5.2 Improved Consumer Access to Justice

Access to justice is a fundamental objective of consumer protection law. Al-assisted online
mediation significantly improves accessibility by removing geographical, financial and
procedural barriers that often prevent consumers from seeking remedies. Consumers can initiate
complaints, upload documents, participate in mediation sessions and communicate with dispute
resolution professionals from any location with internet access. Digital platforms also provide
multilingual interfaces, automated guidance and user-friendly procedures that assist consumers
who may have limited legal knowledge. Such technological accessibility is particularly beneficial
for individuals residing in rural and remote areas where physical access to dispute resolution
institutions may be limited. The importance of accessible justice was recognized by the Supreme
Court in Hussainara Khatoon v. State of Bihar’*, where the Court held that effective access to
justice forms an essential component of the legal system. The principles underlying this decision

remain relevant in the context of technology-enabled dispute resolution.
5.3 Promeotion of Digital Consumer Protection

Al and online mediation contribute significantly to strengthening digital consumer protection by
providing timely and responsive mechanisms for addressing grievances arising from online
transactions. As consumers increasingly engage with e-commerce platforms, digital payment
systems and online service providers, effective dispute resolution becomes essential for
maintaining trust in the digital marketplace. Al systems can identify recurring patterns of
consumer complaints, detect potentially unfair trade practices and assist regulatory authorities in
monitoring emerging consumer risks. Such technological capabilities support the objectives of
the Consumer Protection Act, 2019 and the Consumer Protection (E-Commerce) Rules, 2020,

which seek to safeguard consumer interests in digital environments.

2 Cortés P. Online Dispute Resolution for Consumers in the European Union. London: Routledge; 2011. p. 58-73.
24 Hussainara Khatoon v. State of Bihar, (1980) 1 SCC 81

Page: 4489



Indian Journal of Law and Legal Research Volume VIII Issue III | ISSN: 2582-8878

The Supreme Court in Secretary, Thirumurugan Cooperative Agricultural Credit Society v. M.
Lalitha®, observed that consumer protection legislation should be interpreted broadly to promote
consumer welfare and provide effective remedies. Al-assisted online mediation advances these
objectives by offering innovative tools that strengthen consumer confidence, improve grievance

redressal and promote fairness in the rapidly evolving digital economy.
REGULATORY AND ETHICAL CONCERNS

While Artificial Intelligence (AI) and Online Mediation offer significant opportunities for
improving consumer dispute resolution, their adoption also raises a range of regulatory and
ethical concerns. Unlike traditional dispute resolution mechanisms that rely primarily on human
judgment, Al-driven systems operate through algorithms, data processing and automated
decision-support tools. Although these technologies can improve efficiency and accessibility,
they may simultaneously create risks relating to fairness, accountability, privacy, transparency
and cybersecurity. The legitimacy of consumer dispute resolution depends not only on
technological effectiveness but also on public trust and procedural justice. Consequently, it is
essential to examine the legal and ethical challenges associated with Al-assisted mediation to
ensure that technological innovation remains consistent with consumer rights and constitutional

values.
6.1 Algorithmic Bias and Discrimination

One of the most widely discussed concerns regarding artificial intelligence is the possibility of
algorithmic bias. Al systems learn from historical datasets and if such data contains inaccuracies,
social prejudices or systemic inequalities, the resulting outputs may perpetuate discriminatory
outcomes. In the context of consumer dispute resolution, biased algorithms may unintentionally

favor certain categories of consumers, businesses or dispute types.

For example, an Al system trained predominantly on previous settlement patterns may replicate
past biases rather than evaluate each dispute independently. Such outcomes may undermine the
principle of equality and compromise public confidence in the fairness of dispute resolution

mechanisms?®.  The challenge becomes particularly significant when Al-generated

25 Secretary, Thirumurugan Cooperative Agricultural Credit Society v. M. Lalitha, (2004) 1 SCC 305
26 Surden H. Artificial Intelligence and Law: An Overview. Ga State Univ Law Rev. 2019;35(4):1305-1335.
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recommendations influence settlement negotiations or decision-support processes.

The constitutional guarantee of equality under Articles 14 and 15 of the Constitution of India®’
requires that technological systems operate in a fair, non-discriminatory and rational manner.
Therefore, continuous auditing, testing and monitoring of Al algorithms are necessary to

minimize the risk of discriminatory outcomes and ensure equal treatment of all participants.
6.2 Lack of Transparency and Explainability

Transparency is a fundamental requirement of any justice delivery mechanism. However, many
advanced Al systems function through complex computational models that may be difficult for
users, mediators or even developers to fully understand. This phenomenon is often referred to as
the “black box™ problem. In consumer dispute resolution, parties affected by Al-generated
recommendations may find it difficult to understand how a particular conclusion was reached.
The absence of explainability can undermine trust in the process and make it challenging to assess
whether outcomes are fair, accurate or legally justified. Consumers may hesitate to accept

recommendations generated by systems whose reasoning remains unclear.

The need for transparency becomes even more important when Al systems influence settlement
proposals or dispute assessments. Ethical governance frameworks increasingly emphasize
explainable Al, requiring systems to provide understandable reasons for their outputs. Such
transparency helps preserve accountability and enables meaningful human oversight. The
Supreme Court in Union of India v. Association for Democratic Reforms®®, emphasized the
importance of access to information and transparency in democratic decision-making. Similar

principles are relevant in ensuring transparency within Al-assisted dispute resolution systems.
6.3 Data Privacy and Security Risks

Al-based dispute resolution systems depend heavily on the collection, storage and processing of
large volumes of personal and sensitive information. Consumer complaints often contain
financial records, personal identifiers, communication histories and other confidential

information. The handling of such data raises significant privacy and security concerns.

Unauthorized access, data breaches, misuse of personal information and excessive data collection

27 Articles 14 and 15 of the Constitution of India https://share.google/DtkHY 6xKMeBIHtg1 H
28 Union of India v. Association for Democratic Reforms, (2002) 5 SCC 294
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can undermine consumer trust and expose individuals to substantial harm. The Digital Personal
Data Protection Act, 2023 establishes important safeguards relating to lawful processing,
informed consent, purpose limitation and accountability of data fiduciaries. These principles are

particularly relevant in Al-assisted mediation where extensive data processing may occur.

Similarly, Sections 43A and 72A of the Information Technology Act, 2000%° provide protections
relating to data security and confidentiality. Compliance with these statutory requirements is
essential for ensuring that consumer information remains secure throughout the dispute resolution
process. Effective encryption measures, secure digital infrastructure and robust privacy policies

are therefore indispensable components of responsible Al governance.
6.4 Accountability and Liability Issues

The increasing reliance on Al technologies raises complex questions regarding responsibility for
errors, inaccurate recommendations or system failures. Unlike traditional dispute resolution
processes where accountability can generally be attributed to identifiable individuals or
institutions, Al-assisted systems involve multiple actors, including software developers, platform
operators, mediators and dispute resolution institutions. Determining liability becomes
particularly challenging when consumers suffer harm due to flawed algorithms, inaccurate data
processing or technical malfunctions. Questions may arise regarding whether responsibility
should rest with the technology provider, the platform operator or the institution utilizing the Al

system.

At present, Indian law does not contain a comprehensive liability framework specifically
addressing Al-generated outcomes. Consequently, accountability issues continue to represent a
significant regulatory gap. Developing clear legal standards regarding responsibility, oversight
and remedial mechanisms will be essential as Al becomes increasingly integrated into consumer

dispute resolution processes.
6.5 Concerns Regarding Fairness and Due Process

Fairness and procedural justice constitute fundamental principles of any legitimate dispute
resolution system. Al-assisted mediation must therefore ensure that parties are treated fairly,

provided equal opportunities to participate and allowed to challenge or question outcomes

2 Sections 43A and 72A of the Information Technology Act, 2000 https://share.google/73CiYO8koarUekPnK
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affecting their interests.

Excessive dependence on automated systems may undermine these principles if consumers are
denied meaningful human interaction or opportunities to explain unique circumstances.
Consumer disputes often involve contextual factors, emotional concerns and equitable

considerations that cannot always be captured through algorithmic analysis alone.

The principles of natural justice, including the right to be heard (audi alteram partem) and the
requirement of impartial decision-making, remain relevant even in technology-driven
environments. Al should therefore function as a support mechanism rather than a substitute for

human judgment.

The importance of procedural fairness was emphasized by the Supreme Court in A.K. Kraipak v.
Union of India®’, where the Court observed that fairness is an essential component of
administrative decision-making. These principles provide important guidance for the

development of ethical Al-assisted dispute resolution systems.
6.6 Cybersecurity Challenges in Online Mediation

Online mediation platforms operate within digital environments that are vulnerable to
cybersecurity threats. Unauthorized access, hacking, malware attacks, phishing attempts and
ransomware incidents can compromise the confidentiality and integrity of mediation proceedings.
Such threats may result in disclosure of sensitive consumer information, disruption of
proceedings and loss of public confidence in online dispute resolution systems. The increasing
sophistication of cyber threats requires dispute resolution platforms to adopt strong cybersecurity
measures, including encryption technologies, multi-factor authentication, secure cloud storage
and continuous security monitoring. Regulatory compliance alone is insufficient unless supported

by effective technical safeguards?'.

The Information Technology Act, 2000 and related cybersecurity frameworks provide a legal
basis for addressing cyber offences and protecting digital infrastructure. However, the rapidly

evolving nature of cyber threats necessitates continuous technological adaptation and proactive

30 A K. Kraipak v. Union of India, (1969) 2 SCC 262
31 Nolan-Haley JM. Alternative Dispute Resolution in a Nutshell. Tth ed. St. Paul (MN): West Academic
Publishing; 2022. p. 215-228.

Page: 4493



Indian Journal of Law and Legal Research Volume VIII Issue III | ISSN: 2582-8878

risk management strategies. The Supreme Court in Shreya Singhal v. Union of India*’, while
addressing issues relating to digital communication and online freedoms, highlighted the growing
importance of regulating cyberspace in a manner that balances technological advancement with
legal protections. This balance remains equally important in ensuring the security and reliability

of Al-enabled online mediation systems.
FUTURE OF AI IN CONSUMER DISPUTE RESOLUTION

The future of Artificial Intelligence (Al) in consumer dispute resolution is closely linked to the
ongoing digital transformation of legal systems, commercial transactions and public governance.
As e-commerce, digital payments, online service platforms and cross-border consumer
transactions continue to expand, traditional dispute resolution mechanisms may face increasing
challenges in managing large volumes of complaints efficiently. In this evolving environment,
Al has the potential to become an indispensable component of consumer justice by facilitating
faster, more accessible and technology-driven dispute resolution processes. Future Al systems
are expected to move beyond basic complaint management and automated case classification to
provide advanced dispute assessment, intelligent negotiation support, multilingual
communication assistance and personalized settlement recommendations. Such developments
may significantly reduce procedural delays and improve the overall efficiency of consumer

grievance redressal mechanisms.

The integration of Al with Online Dispute Resolution (ODR) platforms is also likely to enhance
access to justice, particularly for consumers residing in remote areas or those facing financial and
geographical barriers. Emerging technologies such as machine learning, natural language
processing, blockchain and predictive analytics may contribute to the creation of more
transparent, secure and user-friendly dispute resolution systems. In addition, Al-powered virtual
assistants could guide consumers through procedural requirements, explain legal rights and
facilitate communication between parties, thereby making dispute resolution more inclusive and

consumer-centric.

However, the future success of Al in consumer dispute resolution will depend upon the
establishment of appropriate legal and ethical safeguards. The Consumer Protection Act, 2019,

the Mediation Act, 2023, the Information Technology Act, 2000 and the Digital Personal Data

32 Shreya Singhal v. Union of India, (2015) 5 SCC 1
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Protection Act, 2023 collectively provide an important foundation for regulating technology-
enabled dispute resolution. Nevertheless, the increasing sophistication of Al systems may require
the introduction of specialized regulatory frameworks addressing algorithmic accountability,
transparency, explainability, cybersecurity and liability concerns. Human oversight will remain
essential to ensure that technological efficiency does not compromise procedural fairness, natural

justice or consumer rights.

The importance of adapting legal institutions to technological advancements was recognized by
the Supreme Court in Anuradha Bhasin v. Union of India’?, where the Court acknowledged the
growing significance of digital technologies in modern society and emphasized that legal
protections must evolve alongside technological developments. Similar principles are relevant to

the future of Al-assisted consumer dispute resolution.
CONCLUSION

The rapid growth of digital commerce and technological innovation has significantly transformed
the landscape of consumer dispute resolution, creating both new opportunities and complex
regulatory challenges. Artificial Intelligence (AI) and Online Mediation have emerged as
promising tools capable of addressing many of the limitations associated with traditional dispute
resolution mechanisms, including procedural delays, high costs, geographical barriers and
increasing case backlogs. By facilitating automated complaint handling, intelligent case
assessment, predictive analytics and technology-assisted negotiation, these innovations have the
potential to strengthen consumer justice through faster, more accessible and efficient dispute

resolution processes.

The study has demonstrated that India's existing legal framework, comprising the Consumer
Protection Act, 2019, the Mediation Act, 2023, the Information Technology Act, 2000 and the
Digital Personal Data Protection Act, 2023, provides an important foundation for the integration
of Al and online mediation into consumer dispute resolution. At the same time, the research has
identified significant concerns relating to algorithmic bias, lack of transparency, privacy risks,
cybersecurity threats, accountability gaps and procedural fairness. These challenges highlight the
need for a balanced regulatory approach that promotes innovation without compromising

consumer rights and fundamental principles of justice. The comparative analysis of international

33 Anuradha Bhasin v. Union of India, (2020) 3 SCC 637
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practices further illustrates that successful implementation of Al-assisted dispute resolution
requires clear governance standards, effective data protection measures, human oversight and
institutional preparedness. As India continues its digital transformation, the development of
ethical and transparent Al governance frameworks will be essential for ensuring public

confidence in technology-enabled dispute resolution systems.

Artificial Intelligence should be viewed not as a replacement for human judgment but as a
supportive tool that enhances the effectiveness of consumer justice mechanisms. With appropriate
legal safeguards, regulatory oversight and consumer-centric implementation, Al and online
mediation can play a transformative role in creating a more efficient, inclusive and future-ready

consumer dispute resolution framework in India.
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