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Introduction 

When it comes to resolving disputes in international trade deals, there are two common methods 

used: arbitration and mediation. While both approaches are designed to provide parties with a fair 

and efficient way of resolving issues, there are distinct differences between the two. Mediation is 

typically a less formal process, where a neutral third party assists the parties in reaching a mutually 

acceptable agreement. On the other hand, arbitration is generally more formal and involves a third 

party, known as the arbitrator, making a final decision on the matter that is legally binding. In recent 

years, both methods have gained significant popularity in various industries, primarily due to their 

ability to provide a confidential and cost-effective solution to disputes. As such, it is essential to 

understand the key differences between arbitration and mediation to determine which method 

would be most appropriate for a particular case. 

Background information about International trade deals 

International trade deals are essential for economies around the world to remain competitive and 

prosperous, nonetheless can also be complex and contentious, particularly when disagreements 

arise between parties. This is where dispute resolution methods such as arbitration and mediation 

come in. These techniques are designed to address conflicts that may arise during the negotiation 

and implementation of trade deals, and they differ in their approach and methodology. 

Understanding the difference between arbitration and mediation is important for detecting which 

approach to apply in resolving international trade disputes effectively. 
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The need to resolve disputes in international trade deals 

In today's global economy, it is essential that international trade deals are resolved efficiently and 

equitably. Disputes can arise for a variety of reasons including breaches of contract, 

misunderstandings, and disagreements over pricing or quality. The need to resolve these disputes 

through both arbitration and mediation is crucial to maintaining a healthy international trade 

environment. Arbitration provides parties with a binding decision, made by a neutral third party, 

which can be enforced in courts worldwide under the New York Convention. Mediation, on the 

other hand, offers parties an opportunity to discuss their dispute and negotiate a resolution with 

the assistance of a neutral third party. The use of mediation can often result in a mutually agreeable 

and cost-effective resolution to a dispute without the need for further legal action. With the 

increasing complexity of international trade and the potential for disputes to arise, the need for 

both arbitration and mediation is essential in ensuring that parties can resolve their disputes 

quickly, efficiently, and fairly. 

Introduction of Arbitration and Mediation as dispute resolution methods 

The introduction of arbitration and mediation as methods of dispute resolution has greatly 

impacted the way international trade deals are handled. In the past, litigation was the go-to method 

of resolving trade disputes, but this method was often time-consuming and costly. Through 

arbitration, parties are able to select a neutral third party to make binding decisions about the 

dispute, without the need to go through the formal court system. On the other hand, mediation 

involves the use of a neutral third party to assist parties in reaching a mutually beneficial 

agreement. Mediation differs from arbitration in that the mediator does not make the final decision, 

but rather helps the parties come to a solution on their own. Both forms of dispute resolution have 

proven to be effective in reducing the cost and time associated with resolving international trade 

disputes. As a result, they have become increasingly popular among businesses and organizations 

involved in international trade. 

Although both arbitration and mediation are alternative methods of dispute resolution, they differ 

in the degree of involvement of a third party. While arbitration entails the submission of the dispute 

to a neutral third party who makes a binding decision, mediation involves the aid of a third party 

who facilitates the parties in reaching a voluntary agreement. Arbitration tends to be more formal 

and structured than mediation and is especially useful in disputes involving technical issues or large 
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amounts of money. Mediation is a more flexible approach that allows the parties to address 

emotional and psychological issues that might be the underlying cause of a dispute. When 

resolving international trade deals, it is important to consider the pros and cons of both methods 

and to choose the approach that best suits the needs of the parties involved. 
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Definition and Characteristics of 

Arbitration 

Arbitration can be defined as a form of alternative dispute resolution where a neutral third party 

makes a binding decision that settles the dispute between two or more parties. The decision, 

known as an award, is final and binding, meaning that the parties involved cannot appeal the 

decision in court. The arbitrator, who is selected by the parties involved, listens to both sides of 

the argument and evaluates the evidence presented to make a fair and impartial decision. One of 

the key characteristics of arbitration is confidentiality; unlike court proceedings where information 

is available to the public, arbitration is a private process that is not open to the public. Additionally, 

arbitration is a less formal process than a court proceeding, often conducted in an office rather than 

a courtroom, and the parties involved have more control over the process, such as the selection 

of the arbitrator and the rules governing the arbitration. 

Definition of Arbitration 

Arbitration is a process of resolving disputes between parties through the use of a neutral third 

party, who is the arbitrator. The arbitrator is selected by the parties and has the authority to hear 

evidence, make findings of facts and apply the law to determine a resolution to the dispute. The 

arbitration process can be either mandatory or voluntary, and the decision reached is typically 

binding and final. Arbitration is a common method of dispute resolution in the international trade 

industry due to its efficiency, practicality, and flexibility. Some of the advantages of arbitration over 

litigation include confidentiality, speed, and cost-effectiveness. Additionally, arbitration allows 

parties to maintain control over the process and the outcome of the dispute, improving the chances 

of achieving a satisfactory result for both parties involved. Despite the benefits of arbitration, 

parties should be well-informed and fully understand the terms of the arbitration agreement before 

entering into an arbitration process to avoid negative consequences. 
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Types of Arbitration 

There are two main types of arbitration: ad hoc and institutional. Ad hoc arbitration refers to a 

situation where parties agree to a specific set of rules and procedures for the arbitration process. 

This type of arbitration is more flexible and often less expensive than institutional arbitration. In 

contrast, institutional arbitration is conducted under the rules of a particular organization, such as 

the International Trade Council (ITC), the International Chamber of Commerce (ICC), the American 

Arbitration Association (AAA), or the London Court of International Arbitration (LCIA). These 

organizations typically provide administrative services, such as appointing arbitrators and 

managing the arbitration process. Institutional arbitration provides parties with greater certainty 

and predictability in the arbitration process but may be more expensive due to the administrative 

fees charged by the organization. The type of arbitration chosen can depend on various factors, 

including the complexity of the dispute, the parties involved, and the desired level of control and 

autonomy. 

Characteristics of Arbitration 

Arbitration is a form of alternative dispute resolution that involves a neutral third party, the 

arbitrator, who makes a binding decision after hearing evidence and arguments from both parties. 

It is a private process that allows parties to resolve their disputes outside of court, and offers 

flexibility in terms of the location and time of the hearing. It is characterized by its informality and 

privacy, as well as its finality and enforceability. Moreover, arbitration allows parties to have 

greater control over the outcome of their dispute, by choosing the arbitrator and the procedural rules 

that will apply. However, this increased control comes at the expense of the full range of procedural 

safeguards and appeals available in the court system. Furthermore, arbitration may be less 

appropriate for disputes involving complex legal and factual issues, or where the parties wish to set 

a legal precedent through their case. 

How Arbitration resolves disputes in international trade deals 

Arbitration is a widely used method for resolving disputes in international trade deals. In 

arbitration, the disputing parties present their arguments and evidence to an impartial third-party 

arbitrator or panel of arbitrators, who then make a binding decision on the dispute. The arbitration 

process can be conducted in person or remotely, and the decision is usually made within a 
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relatively short time frame. Unlike mediation, arbitration is a more formal process that adheres to 

specific rules and procedures. Moreover, the arbitrator's decision is final and binding, leaving little 

room for further appeals or challenges. Because of its effectiveness in resolving disputes in 

international trade deals, arbitration is often included as a standard clause in contracts and 

agreements between parties in different countries. Overall, arbitration provides a viable alternative 

to litigation and presents a more economical, quicker, and confidential way of settling disputes. 

One potential disadvantage of arbitration is the lack of transparency. Unlike court proceedings, 

there is no requirement for arbitration proceedings to be open to the public. This means that 

decisions made in arbitration can be kept confidential, which can be a significant drawback in 

international trade deals. 

Confidentiality can be vital in certain cases where sensitive information is involved. Still, in 

commercial disputes, the lack of transparency can raise concerns about accountability and fairness. 

Parties may feel that the arbitrator is not accountable to anyone and that they have no recourse 

if they feel the decision is unjust. This can result in a loss of confidence in the dispute resolution 

system. Additionally, there are concerns that confidential arbitration decisions may set precedents 

that can affect similar cases in the future without the benefit of judicial oversight. As such, the lack 

of transparency is a factor that must be carefully considered when deciding whether to use 

arbitration or mediation to resolve an international trade dispute. 
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Definition and Characteristics of 

Mediation 

Mediation is a voluntary and informal process that involves a neutral third party, known as a 

mediator, facilitating discussions between disputing parties to reach an agreement. Unlike 

arbitration, the mediator does not make decisions but rather assists the parties in generating 

potential solutions that satisfy both sides. Mediation is an effective dispute resolution technique 

because it allows parties to maintain control over the outcome of their dispute while also 

preserving a working relationship between them. The mediator's role is to help the parties 

communicate openly and respectfully, identify common goals, and develop creative solutions that 

satisfy mutual interests and goals. Mediation follows a structured process that begins with opening 

statements from each party that sets the tone and clarifies their positions on the dispute before 

moving onto the discussion stage. During discussion, parties express their concerns and interests 

and brainstorm possible solutions in a collaborative manner. Once a mutually satisfactory 

agreement is reached, the parties will typically enter into a written agreement outlining the terms 

of their resolution. 

Definition of Mediation 

Mediation is a dispute resolution method that involves the use of a neutral third-party to facilitate 

communication, guide negotiations, and encourage the parties to find a mutually acceptable 

solution to their conflicts. The mediator does not have the power to make decisions or impose 

solutions on the parties but rather assists them in reaching a voluntary agreement that reflects their 

interests and needs. Mediation is a flexible and informal process that can be tailored to the specific 

needs and preferences of the parties. It can be conducted in person, online, or through other forms 

of communication. Mediation is often faster and less expensive than litigation or arbitration and can 

help preserve long-term relationships between the parties. Mediation has been used successfully 

in a wide range of commercial, family, and community conflicts, and is increasingly recognized as a 

viable alternative in international trade disputes. 
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Types of Mediation 

There are several types of mediation, each with different approaches and objectives. Facilitative 

mediation is the most common form, where the mediator's role is to help the parties communicate 

and understand each other's perspectives. Evaluative mediation, on the other hand, involves the 

mediator's assessment of the case and providing recommendations to the parties. Transformative 

mediation focuses on strengthening the relationship between the parties involved in the conflict, 

rather than just resolving the specific issue at hand. Finally, narrative mediation involves the use of 

storytelling to help the parties understand each other's perspectives and reach a resolution. Each 

type of mediation has its own strengths and weaknesses, and the choice of which type to use will 

depend on the specific circumstances of the case. By choosing the most appropriate type of 

mediation, parties involved in trade disputes can increase their chances of reaching a mutually 

beneficial agreement while preserving their business relationships. 

Characteristics of Mediation 

Mediation is a flexible and informal process that allows the parties to maintain control over the 

outcome of the dispute. In contrast to arbitration, mediation is non-binding and voluntary. The 

mediator facilitates communication between the parties and helps them identify the underlying 

issues and interests that have led to the dispute. The mediator may suggest solutions and help the 

parties negotiate a settlement, but the decision-making power remains in the hands of the parties. 

Mediation can take place in person or online and can be tailored to fit the specific needs of the 

parties. It can be used at any stage of a dispute, from early prevention to resolution of a pending 

legal case. Mediation is also generally faster and less expensive than litigation or arbitration. The 

success of mediation depends on the willingness of the parties to work collaboratively towards a 

solution, and the effectiveness of the mediator in facilitating that process. 

How Mediation resolves disputes in international trade deals 

Mediation is a voluntary process that aims to resolve disputes in a less adversarial and contentious 

manner. The mediator is not a decision-maker, but rather a neutral and impartial third party who 

facilitates communication and negotiation between the parties involved in the dispute. In 

international trade deals, mediation can be an effective way to prevent or resolve conflicts that 

may arise between different countries or companies. Mediation allows the parties to work 
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together to find a mutually acceptable solution that addresses their interests and concerns. This 

can involve compromise, creative problem-solving, and finding common ground. Mediation is often 

seen as a better option than arbitration, especially in cases where the parties wish to maintain their 

ongoing relationships or where confidentiality is important. 

Overall, mediation is a flexible and cost-effective way to resolve disputes in international trade 

deals, and it can help to promote cooperation, collaboration, and trust between different parties. 

In conclusion, while both arbitration and mediation are effective methods for resolving disputes, 

they differ in several aspects. Despite both methods requiring an impartial third-party to oversee the 

negotiation or settlement, the level of control and flexibility involved in the process distinguishes 

them from each other. Mediation offers more control to the parties involved in the dispute, as they 

must agree on the final outcome. On the other hand, the decision reached in arbitration is binding 

and final, with the arbitrator acting as judge and jury. The use of arbitration is also more common 

in international trade deals, where a neutral decision-maker is necessary to resolve disputes 

between parties from different countries. Despite their differences, both methods have proven to 

be effective in settling disputes, contributing to the efficient functioning of the global economy by 

minimizing legal expenses and avoiding court proceedings. 
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Comparison between Arbitration and 

Mediation in Resolving International 

Trade Deals 

Arbitration differs from mediation in several ways when it comes to resolving international trade 

deals. Unlike mediation, arbitration involves the decision of an impartial third party that has been 

appointed by both parties in the agreement. Furthermore, arbitration is a legally binding process 

whose decision is final and enforceable by law, whereas mediation is non-binding and can be 

rejected by either party. In addition, mediation encourages the parties to reach a mutually 

acceptable solution by themselves, while arbitration is more focused on finding a resolution rather 

than agreement. However, both procedures have their advantages and disadvantages, and the 

choice between them can depend on the specific circumstances of the dispute. For instance, in 

cases where the parties are more interested in preserving their business relationship, mediation 

may be the best choice. In contrast, when time is a critical factor, or the parties are unwilling to 

negotiate, arbitration may be a better option. 

Litigation versus Alternative Dispute Resolution Methods 

There are various advantages and disadvantages associated with utilizing litigation versus 

alternative dispute resolution methods. Litigation tends to be a more formal process, allowing for 

a judge or jury to render a decision after a lengthy trial. This can result in a publicized and lengthy 

court battle which can be costly and time-consuming. Alternative dispute resolution methods, such 

as mediation or arbitration, can offer quicker, less expensive and more confidential methods of 

resolving disputes. Disputing parties are able to negotiate and reach a mutually acceptable 

agreement on their own accord, which can preserve the business relationships that may have been 

damaged through the dispute. One main disadvantage to alternative dispute resolution methods 

is that the decision is not made by a judge, and can be less enforceable than a court decision. 

However, these methods can still provide a more cost-effective and efficient alternative to 

litigation in certain situations. 
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Pros and Cons of Arbitration 

Arbitration, like mediation, has its fair share of advantages and disadvantages when it comes to 

resolving international trade disputes. On the one hand, arbitration offers a degree of flexibility and 

privacy, since the arbitrator may be chosen by the parties involved. It also bereaves the potential 

for a judge or jury, which allows for a potentially more efficient and less formal process than 

traditional litigation. On the other hand, arbitration can be expensive, and there is often a lack of 

transparency as the proceedings are often held in private, making it difficult for third-party 

watchdogs to monitor the proceedings. Additionally, there may be limited opportunities for 

appeals, leading to decisions that are potentially final and binding. Ultimately, whether arbitration is 

the better choice will depend on the specific circumstances of each case, including the parties' 

preferences, the complexity of the dispute, and the applicable laws and regulations. 

Pros and Cons of Mediation 

Mediation offers various benefits that make it a preferred dispute resolution option. Firstly, the 

process is less formal, which creates a more relaxed and cooperative environment conducive to open 

communication and collaboration. Secondly, mediation provides greater control over the outcome, 

as the disputing parties retain the power to agree on a mutually beneficial solution. Thirdly, the 

process is relatively faster and cheaper than litigation, which can reduce the emotional strain and 

financial burden of a protracted legal battle. On the other hand, mediation has its drawbacks. For 

instance, the process relies heavily on the willingness of the parties to negotiate, which means it 

may not be suitable for disputes where the parties are unwilling or unable to engage in constructive 

dialogue. Additionally, mediation may not be legally binding, which means the parties may not have 

the same level of certainty and enforceability as they would in arbitration or litigation. 

Differences between Arbitration and Mediation 

Arbitration and mediation are two different methods of resolving international trade disputes. The 

main difference between the two is that arbitration involves a neutral third party who makes a 

binding decision on the matter, while mediation involves a neutral third party who works with the 

parties involved to help them come to a non-binding agreement. In arbitration, the arbitrator 

listens to both sides of the argument and makes a final decision that both parties must abide by. 

In contrast, during mediation, the mediator acts as a facilitator, helping the parties to find a mutually 
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beneficial solution through negotiation and compromise. Another difference is that arbitration is 

used when the parties involved cannot reach an agreement on their own, while mediation is often 

used as a first step to resolving a dispute before it becomes more formal. Ultimately, the choice 

between arbitration and mediation will depend on the nature of the dispute, the relationship 

between the parties involved, and their individual preferences for resolving the issue. 

1. In terms of process 

In terms of process, mediation and arbitration differ in several key ways. Mediation is a cooperative 

process, with the mediator acting as a neutral third party who facilitates communication between 

the disputing parties in order to help them reach their own mutually acceptable agreement. The 

mediator does not make decisions or impose their own solution upon the parties. By contrast, 

arbitration is an adversarial process in which the arbitrator is appointed to hear evidence and 

arguments from both sides and make a binding decision based on their interpretation of the law and 

the facts presented. Arbitration may be conducted with or without legal representation, and the 

arbitrator’s decision is final and enforceable by law. In addition, the rules of evidence, procedure, 

and confidentiality may vary between mediation and arbitration. Mediation is generally less formal 

than arbitration, with more emphasis on creative problem-solving and finding common ground, 

while arbitration is a more formal and legalistic process that is designed to resolve disputes by 

applying legal principles. 

2. In terms of outcomes 

In terms of outcomes, arbitration and mediation differ significantly. The arbitrator’s decision is 

legally binding and enforceable in court, whereas the mediator does not have the power to impose 

a settlement on the parties. In arbitration, parties also have limited rights of appeal, and the finality 

of the decision is often a key factor that drives parties to consider arbitration in the first place. On 

the other hand, the outcome of mediation is not binding, and parties are free to continue 

negotiations or seek alternative methods of dispute resolution if they are not satisfied with the 

outcome. This more flexible approach can be beneficial in situations where preserving a continuing 

business relationship between the parties is important. Nevertheless, both arbitration and 

mediation can provide a quicker and less costly form of dispute resolution than litigation, which can 

make them attractive alternatives for international trade deals. Ultimately, the outcome of the 

https://www.tradecouncil.org/


Arbitration vs Mediation in International Trade Disputes  

tradecouncil.org   16 

dispute resolution process will depend on the specific circumstances of each case, the parties 

involved, and the complexities of the legal situation. 

3. In terms of parties involved 

In terms of parties involved, both arbitration and mediation require the presence of a neutral third 

party to facilitate the dispute resolution process. However, there are significant differences in the 

roles and responsibilities of the arbitrator and mediator. The arbitrator, for instance, has the power 

to make a binding decision on the dispute presented to them, whereas a mediator does not have 

that power and can only facilitate the resolution to allow the parties to reach a mutually agreeable 

solution. Additionally, parties involved in arbitration are typically bound to the final decision and 

must comply with it, whereas mediation outcomes are not binding and are only enforceable if the 

parties agree to the terms. It is also worth noting that arbitration typically involves legal 

representation for each side, whereas in mediation, this is not always necessary. Ultimately, the 

choice between arbitration and mediation depends on the parties involved and the nature of the 

dispute, as each method has its advantages and disadvantages. 

The role of third-party neutral in resolving international trade disputes has become increasingly 

prominent in recent years. This is largely due to the fact that as globalization has taken hold and 

business operations have expanded further and further afield, so too have the potential disputes that 

can arise. This has resulted in arbitration and mediation emerging as popular mechanisms for 

resolving these disputes. Mediation involves a neutral third party who listens to the concerns of 

the parties involved and helps broker an agreement that works for everyone. On the other hand, 

arbitration is an adversarial process where a neutral third party hears both sides of the dispute and 

makes a binding decision. The differences between these two mechanisms in the international 

trade arena are the source of much discussion and debate. However, ultimately the choice between 

the two methods used for resolving disputes depends on individual needs and concerns. 
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Choosing the Appropriate Dispute 

Resolution Method for International 

Trade Deals 

When it comes to choosing the appropriate dispute resolution method for international trade 

deals, there are several key factors to consider. The nature of the dispute itself is an important 

consideration, as certain methods may be better suited to specific types of issues. Additionally, the 

cultural and legal norms of the parties involved may play a role in determining which method is 

most appropriate. Other key considerations include the cost and time required for each method, 

as well as the level of flexibility and control that each party will have during the process. Ultimately, 

the goal of choosing an appropriate dispute resolution method should be to maximize the chances 

of reaching a fair and mutually beneficial outcome while minimizing the potential for disagreement 

or further legal action in the future. By carefully evaluating all of these factors and selecting the best 

method for the given situation, parties involved in international trade deals can minimize risk and 

avoid unnecessary costs and delays. 

Factors to consider when choosing between Arbitration and Mediation 

There are several key factors to consider when deciding whether to use arbitration or mediation 

to resolve international trade disputes. The first factor to consider is the nature of the dispute 

itself. If the dispute is highly complex and technical, arbitration may be more appropriate as it 

allows for the appointment of expert arbitrators and a formal decision-making process. On the 

other hand, if the dispute is mostly about communication and relationship management, mediation 

may be more effective as it allows both parties to work together to find a mutually acceptable 

solution. Another factor to consider is the desired level of confidentiality. Arbitration proceedings 

are generally private and confidential whereas mediation proceedings can be more public. 

Additionally, the cost and time required for each process should be taken into account, along with 

the willingness of both parties to cooperate and negotiate in good faith. 

Ultimately, the decision between arbitration and mediation will depend on the specific 

circumstances of each dispute and the preferences of the parties involved. 
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Advantages of selecting the appropriate dispute resolution method 

Selecting the appropriate dispute resolution method has several advantages. First, parties can 

choose a process that best suits their needs. Mediation offers flexibility for parties to design their 

own solutions, while arbitration provides a binding and enforceable decision without the time and 

expense of litigation. Second, selecting the appropriate process can save time and money compared 

to going through litigation. Mediation can be arranged in a matter of days or weeks, while court 

proceedings can take many months or even years. Third, parties can maintain control over the 

process and outcome. In mediation, parties can participate directly in the decision-making and 

jointly arrive at a mutually beneficial solution. In arbitration, parties have the opportunity to select 

their arbitrator and can ensure he or she has expertise in their industry. Finally, selecting the 

appropriate process can help parties maintain their business relationship. By avoiding the 

adversarial nature of litigation, parties can preserve trust and build a stronger business partnership. 

The role of the International Trade Council in Alternative Dispute Resolution 

The role of the International Trade Council in Alternative Dispute Resolution (ADR) is critical as it 

provides arbitration and mediation services for businesses operating on an international scale. The 

primary goal of the International Trade Council service is to help resolve disputes efficiently, cost-

effectively, and impartially. They provide specialized training to arbitrators and mediators, as well 

as a framework for administering dispute resolution proceedings. The International Trade Council 

also offers an international center for arbitration in Singapore, where parties can submit their 

disputes for resolution. This provides businesses with peace of mind that any disputes they 

encounter can be resolved through a credible, structured process that ensures a fair and practically 

sound solution.  

Arbitration and mediation are both effective dispute resolution methods in international trade 

deals. However, they differ in their approaches and outcomes. Arbitration is a formal process 

where an impartial third party, an arbitrator, makes a binding decision after hearing both sides of 

the dispute. The decision is enforceable under international law, and the parties must abide by it. 

In contrast, mediation is a non-binding process where a third party, the mediator, facilitates 

communication between the parties to help them reach a mutually acceptable solution. The 

mediator does not make decisions, but rather helps the parties communicate effectively and 

explore different options to find a solution. Mediation aims to preserve the relationship between 
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the parties, whereas arbitration results in a definite outcome. While arbitration can be more 

efficient in resolving disputes, mediation can be useful in situations where the relationship 

between the parties needs to be preserved. Ultimately, the choice between these methods 

depends on the specific circumstances of the dispute and the parties involved. 
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Conclusion 

While arbitration and mediation are both alternative dispute resolution methods that can be used 

to resolve international trade deals, they differ significantly in terms of their process and outcome. 

Mediation is generally considered more informal and flexible, while arbitration is seen as more 

formal and structured. Arbitration awards are binding and final, meaning there is little or no 

possibility of appeal, whereas mediation agreements are not enforced unless agreed upon by the 

parties involved. Importantly, each method offers unique benefits and drawbacks that parties 

should consider before choosing one over the other. Despite their differences, both arbitration 

and mediation can help save time, money, and maintain the good faith of parties involved in 

international trade disputes. Ultimately, the effectiveness of either method heavily depends on the 

specific situation at hand, the willingness of parties to cooperate, and the effectiveness of the 

third-party providers. 

Summary of the differences between Arbitration and Mediation 

The key differences between arbitration and mediation lie in the outcome and process. Mediation 

is a process in which a neutral third party facilitates communication between disputing parties in 

order to achieve a mutually satisfactory agreement. It is non-binding and parties are not required to 

agree on anything. On the other hand, arbitration is a more formal process in which a third party 

neutral makes a binding decision after hearing evidence presented by both sides. It is generally 

considered to be a more adversarial process, with each party presenting their case in a manner 

similar to a trial. Additionally, while both processes are confidential, the confidentiality of arbitration 

is typically considered to be stronger than that of mediation. Overall, both mediation and arbitration 

can be effective means of resolving disputes, but the nature of the dispute and the desired outcome 

should be considered when choosing which process to pursue. 

Recap of key points 

Alternative Dispute Resolution (ADR) may prove vital in solving disputes arising in international 

trade. ADR methods such as mediation and arbitration are gaining attention as they offer flexibility, 

quick resolution, and control over the outcome. Unlike traditional litigation, ADR allows for 

confidential proceedings, and the parties involved can choose their mediator or arbitrator. ADR 
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methods also promote understanding and communication between the parties involved, as the 

ultimate aim is to find a win-win solution that enables them to maintain their relationship and 

ensure future business. In many international trade deals, arbitration and mediation clauses are 

included in contracts, as they provide a mechanism for resolving disputes that arise in the course 

of the contract, thus protecting the interests of the parties involved. Alternative Dispute Resolution 

processes may prove to be the most effective way of resolving disputes arising in cross-border 

transactions, particularly when dealing with diverse languages, cultures, and legal systems. 

Final thoughts  

Arbitration and mediation provide unique advantages and disadvantages in resolving disputes in 

international trade deals. While arbitration provides a more formal and binding process with the 

help of legal experts, mediation allows for more flexibility and control over the outcome of the 

dispute. It is important for parties involved in an international trade deal to carefully consider the 

type of dispute resolution method they choose based on the nature of the dispute and their desired 

outcome. Additionally, the effectiveness of arbitration and mediation greatly depends on the 

willingness of both parties to cooperatively participate and the expertise of the mediator or 

arbitrator. Ultimately, both methods have the potential to successfully resolve disputes in 

international trade deals, but it is up to the parties involved to choose the method that best suits 

their needs and preferences. 
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