
Why Insurance Coverage and Bad Faith Disputes Require a Different 
Mediation Structure

Insurance coverage and bad faith disputes often involve more than a disagreement over 
value. These cases typically include layered legal issues, multiple stakeholders, and 
competing obligations, all of which require a deliberate and structured mediation process.

These matters benefit from a mediation framework that addresses not only exposure, but 
also coverage positions, risk allocation, and decision-making authority.  Here’s why:

A.  The Interplay Between Coverage and Liability

In many insurance-related mediations, discussions may involve liability exposure, coverage 
applicability, reservation of rights positions, and allocation between covered and non-
covered claims. These issues often move on separate but interdependent tracks.

B. Multiple Stakeholders and Decision-Making Layers

Insurance disputes frequently include insured parties, carriers, coverage counsel, claims 
professionals and possibly reinsurance issues. Each participant may evaluate risk 
differently based on policy language, litigation posture, and financial exposure.

C. Authority and Timing Challenges

Challenges may include limited settlement authority, the need for additional approvals, and 
differing timelines among stakeholders. A mediator may help identify constraints early and 
sequence negotiations effectively.

D. Managing Parallel Negotiation Tracks

These mediations often involve simultaneous negotiations, including claim resolution, 
allocation among carriers, and coverage analysis. Coordination is key to maintaining 
progress.

E. Addressing Information Gaps

These disputes often involve incomplete or contested discovery and differing 
interpretations of policy language. A mediator can help clarify necessary information and 
support informed decision-making.

F. Balancing Legal Positions and Practical Resolution

While parties may maintain strong legal positions, mediation focuses on practical risk 
assessment, cost of continued litigation, and resolution options.



G. When Progress Occurs in Stages

Resolution is often incremental. Even without immediate settlement, mediation can narrow 
issues and establish a framework for continued negotiation.

Insurance coverage and bad faith disputes have been compared to 3-dimensional chess.  
Keeping track of the chessboard requires an organized, flexible process that accounts for 
multiple layers of decision-making.  The best-suited mediator understands the stakes and 
how to structure these complex cases to move toward resolution.


