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ABSTRACT

To resolve disputes, arbitration is used as a suitable method for the litigants to reach an
agreement on the disputed issue. Since arbitrations have advantages and advantages compared
to examining issues in courts, it has become a widespread issue and people are becoming more
familiar with this category every day. Of course, it should be noted that not all disputes can be
referred to arbitration, such as criminal disputes, labor rights, bankruptcy, dissolution of
marriage, legal capacity, inheritance and adoption, lineage, and customary matters. The main
issue is the willingness of the parties to the dispute to go to arbitration, the absence of the
obligation of arbitration to some laws and procedures of the judicial authorities, the time-
consuming nature of the civil procedure in the court, the quick handling by the arbitrator, the
low cost compared to the court, the confidentiality of the arbitration, the selection of the
authority for the hearing (arbitrator or arbitrators)) is On the other hand, there are issues that
cannot be referred to arbitration in terms of legal systems, or the legislator has established
special conditions for referral to arbitration. Therefore, the freedom of will of the parties in
referring to arbitration faces limitations.
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2 See: Roussel-Uclaf G. D. v. Searle & Co. Ltd., (High Court Of Justice, Chancery Division 1977) in Yearbook Commercial
Avrbitration, Vol. IV P. Sanders ed., Kluwer Law and Taxation Publishers, Deventer/Netherlands.

3 Astra Oil Co Inc. v Rover Navigation Ltd Y+ +. Astra Oil Co Inc. v Rover Navigation Ltd.
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5 decision in Roussel-Uclaf. Arbitration, vol. 1V., 199, pp. 19. [online]. Available at: www. kluwerarbitration. com.
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EXTENDED SUMMARY
The subject of arbitration has increasingly gained prominence as a viable alternative to court-based
dispute resolution. Arbitration is generally celebrated for its efficiency, confidentiality, and
flexibility, making it appealing in commercial and civil disputes (Joneidi & Ghiathvand Qazvini, 2017).
However, not all cases qualify for arbitration. Legal stipulations in various jurisdictions, including
Iran, restrict arbitration's scope to certain areas, excluding criminal disputes, labor rights, and issues
involving state interests (Shahbazi & Farhangpour, 2016). Such limitations highlight the tension
between the autonomy of contracting parties and legal constraints on arbitration applicability. This
paper explores arbitration practices concerning third-party involvement in Iran, Imami
jurisprudence, and English law, comparing judicial practices that shape arbitration boundaries.
Traditionally, legal scholars based on the contractual principle of privity have resisted the extension
of arbitration agreements to third parties. This principle posits that only parties who consent to an
arbitration agreement are bound by it, excluding non-signatories from its scope (Eizanlou & Mohsen,
2017). Nevertheless, international arbitration has observed a shift where non-signatories may
occasionally be included. Certain cases have warranted such extensions, for instance, where third-
party participation is essential to resolve multiparty commercial disputes effectively. The notion of
binding non-signatories has spurred extensive debate, especially where statutory laws remain silent,
and courts interpret arbitration agreements flexibly (Heydarvand, 2020).
Iranian legal practice, rooted in the Islamic legal framework, has a longstanding tradition of amicable
dispute resolution. Iran’s Civil Procedure Code (Articles 454-501) outlines arbitration as a method
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for parties to resolve disputes without involving courts unless public policy dictates otherwise. In
commercial transactions, arbitration is often stipulated in contractual clauses, designating
arbitration as the preferred resolution mechanism (Joneidi, 1997). However, Iranian courts
traditionally uphold privity principles, meaning the arbitration agreement is limited to contracting
parties. The imposition of third-party rights within arbitration is rare and occurs only under specific
legislative provisions allowing such extensions. Judicial practices have progressively incorporated
international norms, such as the UNCITRAL rules, enabling more comprehensive transparency and
third-party inclusion (Sheikh Mohammadi et al., 2023).

Comparatively, English law showcases a more flexible stance on third-party arbitration involvement.
Cases in English courts have applied the "group of companies" doctrine, whereby affiliated
companies under a parent organization may fall under a single arbitration clause when operational
interdependencies are evident (Liu, 2012). English law places strong emphasis on the parties’
autonomy, guided by the Arbitration Act 1996, which underscores minimal judicial intervention,
save for upholding justice and contract intent. English courts prioritize contractual intent and
sometimes consider implicit consent if third parties have actively participated in contractual
negotiations or the agreement’s execution (Derains & Jarvin, 1985). These considerations mark a
significant divergence from Iranian law, which maintains a stricter interpretation of privity in
arbitration.

The concept of "quasi-arbitration" in Imami jurisprudence further delineates arbitration’s scope
concerning third-party involvement. Rooted in principles from Islamic legal sources, such as those
established by Imam Sadiq, arbitration within Imami jurisprudence requires mutual consent and
excludes parties who lack direct involvement in the arbitration agreement (Sarbazian & Ranjbari,
2016). Notably, Iranian law reflects these principles by requiring explicit consent from all parties
involved in the arbitration. Certain exceptions exist, including cases where a court deems third-party
involvement essential, but overall, third-party arbitration is strictly limited to uphold the parties’
mutual intent (Darvishi Hoveyda, 2009). This interpretation of consent aligns with the traditional
Islamic jurisprudential stance, which views arbitration as an extension of personal agency.
Expanding arbitration’s scope across legal jurisdictions introduces various procedural and
substantive complexities. In practice, the English model favors pragmatic approaches that prioritize
dispute resolution efficiency, while Iranian law, influenced by Islamic tenets, restricts arbitration to
preserve party consent and uphold public order. Instances of international commercial arbitration
often demand balancing contractual flexibility with legal limitations, underscoring a need for
harmonizing arbitration standards globally (Shiravi, 2014). As the number of transnational disputes
increases, both English and Iranian courts encounter challenges in aligning domestic arbitration
practices with international conventions.

In conclusion, arbitration’s efficacy as an alternative dispute resolution mechanism hinges on a
jurisdiction’s legal culture, the degree of judicial intervention, and the balance between contractual
freedom and regulatory constraints. While Iranian law adheres to strict privity, limiting arbitration
agreements to original contracting parties, English law’s inclusion of affiliated entities under certain
conditions illustrates a more expansive application. The study calls for developing comprehensive
guidelines on third-party arbitration, ensuring that contractual freedom is preserved while
addressing the practical need for inclusive dispute resolution in complex, multi-party cases.
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