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INTERNATIONAL COMMERCIAL ARBITRATION

AUTHORED BY - SATYA VRAT PANDEY

INTRODUCTION

When it comes to settling conflicts involving foreign businesses, international commercial
arbitration has certain benefits over domestic courts. Cross-border disputes rise as a result of
corporations doing cross-border transactions as globalisation gets more intense. The introduction of
arbitration is the ideal method for settling these kinds of disputes because of its adaptability,
neutrality, enforceability, and knowledge of international law. In contrast to domestic courts,
arbitration gives parties the freedom to select the language used during proceedings, the rules of
procedure, and the arbitrators, guaranteeing a customised approach to conflict resolution.
Furthermore, arbitration rulings are typically enforceable in a variety of jurisdictions, providing
parties with a more effective and dependable way to resolve conflicts in the international
marketplace. Selecting between institutional and ad hoc arbitration has important consequences in
the field of international commercial arbitration. Institutional arbitration has clear benefits over
other means of resolving conflicts outside the national courts. The advent of institutional arbitration
highlights the indispensable function of well-established arbitral organisations, like the ICC? or the
LCIAZ, in presiding over arbitration procedures. These organisations provide clear guidelines,
administrative assistance, and a panel of knowledgeable arbitrators, guaranteeing the effectiveness,
uniformity, and enforcement of decisions. To navigate the intricacies of international commercial
disputes, this introduction examines the advantages of institutional arbitration versus ad hoc

procedures.

THE MAIN BENEFITS OF INTERNATIONAL COMMERCIAL ARBITRATION OVER
DOMESTIC COURTS FOR RESOLVING INTERNATIONAL BUSINESS DISPUTES

The key benefits of international commercial arbitration over domestic courts for resolving

international business disputes are :

Fairness: International arbitration offers a fair and impartial platform for settling disputes. Parties
may worry about prejudice or favouritism in domestic courts because of regional influences,

nationalistic attitudes, or political pressures. In contrast, arbitration enables parties to appoint
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impartial arbitrators who are not affiliated with either party or their country of residence. This
promotes an impartial and fair decision-making process. Flexibility and Party Autonomy: When
compared to domestic courts, arbitration provides more flexibility and party autonomy. The arbitral
rules governing the procedures may be those offered by organisations such as the ICC?, the LCIA?,
or the UNCITRAL?, as well as any others that the parties may choose. They can choose the location
of the arbitration, which sets the rules of procedure that apply to the arbitration. In addition, parties
are free to choose the arbitrators themselves as well as the language of the arbitration. This flexibility
enables a more effective and personalised resolution process that fits the unique requirements and

preferences of the parties.

Enforceability of judgement: The simplicity of enforcing arbitral judgements internationally is

one of the important benefits of international arbitration. Over 160 nations can now enforce arbitral
awards because of the 1958 New York Convention on the Recognition and Enforcement of Foreign
Arbitral Awards®. As a result, a judgement rendered in one nation can typically be implemented in
another nation without the need for drawn-out legal processes. Enforcing court orders across
borders, however, can be more difficult and time-consuming because it frequently requires
traversing complex and varying enforcement systems in several countries. The effectiveness and
dependability of arbitration as a dispute resolution method for global business transactions are
increased by the arbitral awards' international enforceability.

Specialisation and Expertise: International arbitration enables parties to choose arbitrators with

specialised knowledge and expertise pertinent to the issue. This is especially helpful in intricate
business disputes involving technical or sector-specific concerns. The disagreement will be settled
by professionals who are familiar with the nuances and complexity of the relevant industry because
the parties can select arbitrators who have specialised expertise and experience in that subject. When
making decisions about highly technical issues, this competence helps people make better informed
and well-thought-out choices.

Confidentiality: Compared to judicial procedures, arbitration often provides a better level of

confidentiality. Arbitration enables parties to keep the procedures private, in contrast to court
processes, which are frequently public’. This discretion can be essential in business conflicts

involving private data, trade secrets, or exclusive technologies. Parties can safeguard their private
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information, reducing the chance of harm to their reputations and maintaining business links. It's
crucial to remember that the level of confidentiality can change based on the arbitral rules or the
parties' agreement, though.

Efficiency and Timeliness: When compared to court litigation, arbitration is frequently thought to

be more effective and expeditious. Numerous jurisdictions’ court systems struggle with issues like
clogged dockets, complicated procedural requirements, and delays brought on by a lack of resources
or organisational problems. Contrarily, arbitration gives parties more control over the procedure and
lets them establish a schedule that works for them. The parties can speed up the resolution of
conflicts by avoiding protracted and uncertain litigation processes. Arbitration's expedited process
can allow firms to focus on their core competencies rather than drawn-out legal battles, which can

save money and time.

Cross-Cultural Sensitivity: International arbitration considers the parties' respective cultural

backgrounds and legal customs. This openness to differing viewpoints and backgrounds aids in
resolving conflicts in a way that honours the parties’ cultural norms and expectations. Cross-border
dispute specialists can traverse cultural intricacies and make sure that the resolution procedure is
carried out with consideration for the parties' cultural backgrounds. This cultural awareness can
encourage better mutual understanding as well as more efficient communication and teamwork
between the parties. With these advantages, international commercial arbitration is a desirable
option for settling commercial disputes, giving parties a dependable, effective, and adaptable

substitute for domestic court litigation.

INSTITUTIONAL ARBITRATION PREFERABLE TO AD HOC ARBITRATION IN
INTERNATIONAL COMMERCIAL ARBITRATIONS

The two main methods used in the realm of international business arbitration are institutional arbitration and
ad hoc arbitration. Although each technique has benefits and drawbacks, institutional arbitration is thought
to be superior to ad hoc arbitration in a number of circumstances. The availability of administrative assistance
and infrastructure offered by the arbitral institution is a crucial benefit of institutional arbitration. To ensure
the efficient operation of arbitration proceedings, organisations like the ICC?, the LCIA®, and the SIAC®
have built administrative frameworks. The arbitration process can be substantially aided by this
administrative support, especially in the case of complicated international conflicts involving several parties,
various legal systems, and complex evidence concerns. An organised method for the appointment of

arbitrators is also provided by institutional arbitration. Institutions for arbitration keep lists or panels of
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knowledgeable and experienced arbitrators, frequently organised according to their areas of specialisation.
These organisations actively participate in the appointment procedure, assuring the independence and
impartiality of arbitrators. The institution's knowledge and advice can help parties choose the best arbitrators
for their case. Contrarily, in ad hoc arbitration, the parties are in charge of choosing and appointing the
arbitrators, which can be difficult, particularly when the parties have different opinions on the matter.
Institutional arbitration also has the benefit of having clear-cut procedural rules and procedures. These rules,
like the ICC Rules of Arbitration or the LCIA Arbitration Rules, contain specific regulations on things like

how to start an arbitration, how to submit evidence, how to conduct hearings, and how to make awards?**.

The arbitration process is made more definite and predictable by these guidelines, which also help the parties
to know what to expect from the various steps. Ad hoc arbitration may require the parties to create their own
procedural norms, which can cause ambiguity and conceivable conflicts. Case management strategies are
frequently used in institutional arbitration to facilitate the swift resolution of conflicts. Arbitral institutions
manage cases, keep track of deadlines, and take the necessary precautions to prevent delays. For minor claims
or cases with less complexity, certain organisations provide expedited procedures that enable a quicker
resolution. In international commercial arbitrations, where time is of the essence and parties want quick and
affordable dispute settlement, these techniques can be especially helpful. Institutional arbitration also offers
fallback options in cases where parties don't collaborate or follow rules of procedure. The institution can
intervene to resolve difficulties with non-compliance, such as appointing arbitrators in the event of party
default or non-payment of fees, establishing deadlines, or directing particular procedural actions. When
parties encounter difficulties in their dispute settlement, these default mechanisms provide as a safety net and
aid in upholding the fairness and effectiveness of the arbitration process. In international commercial
arbitration, the enforcement of arbitral judgements is essential, and institutional arbitration can improve the
chances of enforceability. Numerous arbitral institutions are known for keeping high standards in arbitration,
which might raise the likelihood that decisions will be acknowledged and upheld in several countries. Parties
may feel more confident in the ultimate award's capacity to be enforced if a recognised institution is involved.
Even though institutional arbitration has many benefits, it is important to remember that the preference for
institutional arbitration over ad hoc arbitration is not always clear-cut and can depend on the particulars of
each case. In cases where the parties have the capacity and knowledge to handle the arbitration procedure on
their own, ad hoc arbitration may still be appropriate and cost-effective. As a result of the administrative
support, appointment processes, procedural rules, case management, enforceability, and reputation provided
by arbitral institutions, institutional arbitration is frequently preferred to ad hoc arbitration in international
commercial arbitrations. These elements help to make the dispute resolution process more dependable,

efficient, and effective, especially in the case of complicated international commercial conflicts.\
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CONCLUSION

To sum up, international commercial arbitration provides unmatched advantages over local courts when it
comes to handling cross-border business issues. Flexibility, impartiality, enforceability, and knowledge of
world affairs are its main assets. Arbitration adapts conflict resolution to the interests of the parties by giving
them the freedom to choose the language, procedural rules, and arbitrators. Additionally, arbitration rulings
are typically enforceable in all relevant jurisdictions, which improves efficiency and dependability in the
international economy. Since international commercial arbitration offers a mix of procedural fairness,
predictability, and enforceability that is essential for promoting international trade and investment, it is the
method of choice for resolving disputes involving businesses operating internationally. Institutional
arbitration proves to be the better option for international commercial conflicts when compared to ad hoc
arbitration. Ensuring procedural efficiency, consistency, and enforceability of awards is ensured by its
dependence on well-established arbitral organisations such as the LCIA or the ICC. Institutional arbitration
provides the predictability and reliability needed to settle complicated cross-border conflicts. It does this
through clearly defined rules, administrative assistance, and a pool of qualified arbitrators. Institutional
arbitration is the recommended method for handling the complexities of international commercial disputes
because it offers a structured framework and professional supervision that reduces risks and improves the

enforcement of rulings.
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