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Construction Arbitration

Construction Arbitration:
Construction arbitration is a form of dispute resolution specifically tailored to address conflicts that arise in
the construction industry. It is a method of resolving disputes outside of the traditional court system by
submitting them to an impartial third party, known as an arbitrator or a panel of arbitrators, who will render
a binding decision.

Arbitration is a popular choice for construction disputes due to its flexibility, confidentiality, expertise of
arbitrators, and the ability to choose the arbitrators. The process is governed by the parties' agreement,
typically outlined in the construction contract. Construction arbitration is often preferred over litigation as it
can be faster, more cost-effective, and allows for a more specialized resolution of construction-related
issues.

Key Terms in Construction Arbitration:

1. Arbitration Agreement:
An arbitration agreement is a clause in a construction contract that requires the parties to submit any
disputes arising out of the contract to arbitration rather than litigation. This clause outlines the rules,
procedures, and governing law of the arbitration process.

2. Arbitrator:
An arbitrator is a neutral third party appointed to resolve a dispute between parties. The arbitrator's role is
to listen to both sides, review evidence, and render a decision that is binding on the parties. Arbitrators are
typically experts in construction law and have experience in resolving construction disputes.

3. Award:
An award is the final decision rendered by the arbitrator in a construction arbitration. The award is binding
on the parties and is enforceable in court. It outlines the resolution of the dispute, including any monetary
awards or specific performance requirements.

4. Construction Contract:
A construction contract is a legally binding agreement between parties involved in a construction project. It
outlines the scope of work, responsibilities, timelines, and payment terms. The construction contract often
contains an arbitration clause to resolve any disputes that may arise during the project.

5. Dispute Resolution Clause:
A dispute resolution clause is a provision in the construction contract that outlines the process for resolving
disputes between the parties. This clause may specify arbitration as the preferred method of dispute
resolution and detail the procedures and rules that will govern the arbitration process.

6. Expert Witness:
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An expert witness is a professional with specialized knowledge in a particular field, such as construction,
who is called upon to provide expert testimony in a construction arbitration. Expert witnesses help the
arbitrator understand complex technical issues and provide opinions on industry standards and best
practices.

7. Mediation:
Mediation is a form of alternative dispute resolution in which a neutral third party, known as a mediator,
assists the parties in reaching a mutually acceptable resolution. Mediation is often used in conjunction with
arbitration to help parties settle their disputes amicably before proceeding to a formal arbitration hearing.

8. Party-Appointed Arbitrator:
A party-appointed arbitrator is an arbitrator selected by one of the parties involved in the construction
arbitration. Each party typically appoints one arbitrator, and the two party-appointed arbitrators then select
a neutral chairperson to serve as the presiding arbitrator.

9. Seat of Arbitration:
The seat of arbitration is the legal jurisdiction in which the arbitration proceedings take place. The seat of
arbitration determines the procedural rules, governing law, and enforcement mechanisms for the
arbitration. It is important to specify the seat of arbitration in the arbitration agreement to avoid
jurisdictional issues.

10. Substantive Law:
Substantive law refers to the body of law that governs the rights and obligations of the parties in a
construction arbitration. The substantive law may include contract law, tort law, and specific construction
laws and regulations that apply to the dispute. The arbitrator will apply the relevant substantive law in
rendering a decision.

11. Witness Statement:
A witness statement is a written document submitted by a witness in a construction arbitration outlining
their testimony on the facts of the dispute. Witness statements help the arbitrator understand the issues in
the case and provide evidence to support the parties' claims.

Challenges in Construction Arbitration:

While construction arbitration offers many benefits, there are also challenges and complexities that parties
may encounter during the process. Some of the key challenges in construction arbitration include:

1. Technical Complexity:
Construction disputes often involve complex technical issues related to design, engineering, and
construction practices. Arbitrators must have a deep understanding of the construction industry to
effectively resolve these disputes.

2. Multiple Parties and Contracts:
Construction projects typically involve multiple parties, including owners, contractors, subcontractors, and
consultants. Disputes may arise from various contracts and relationships, making it challenging to identify
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the proper parties and issues in the arbitration.

3. Delay and Cost:
While arbitration is generally faster and more cost-effective than litigation, construction arbitration can still
be time-consuming and costly. Complex construction disputes may require extensive expert testimony,
document production, and hearings, leading to delays and increased costs.

4. Enforcement of Awards:
Enforcing arbitration awards in different jurisdictions can be challenging, especially in international
construction disputes. Parties may face difficulties in enforcing awards against non-compliant parties,
requiring additional legal proceedings to secure compliance.

5. Confidentiality Concerns:
Confidentiality is a key benefit of arbitration, but in construction disputes, parties may have concerns about
protecting sensitive project information, trade secrets, and proprietary data during the arbitration process.
Balancing the need for transparency with confidentiality can be a challenge.

Practical Applications of Construction Arbitration:

Construction arbitration is widely used in the construction industry to resolve a variety of disputes that may
arise during a construction project. Some common practical applications of construction arbitration include:

1. Payment Disputes:
Construction projects often involve disputes over payment for work performed, change orders, delays, and
cost overruns. Parties may turn to arbitration to resolve payment disputes and determine the amount owed
to contractors, subcontractors, or suppliers.

2. Defective Work Claims:
Parties may bring claims for defective workmanship, design errors, or construction defects in a construction
arbitration. Arbitrators can assess the quality of the work, determine liability, and award damages or require
corrective action to remedy the defects.

3. Construction Delay Claims:
Construction delays are a common source of disputes in construction projects. Parties may seek arbitration
to resolve claims related to project delays, extensions of time, liquidated damages, or disruptions that
impact the project schedule and completion date.

4. Breach of Contract Claims:
Parties may allege breaches of contract, non-performance, or failure to comply with contractual obligations
in a construction arbitration. Arbitrators can interpret the terms of the contract, determine liability, and
award damages or specific performance remedies for the breaches.

5. Professional Negligence Claims:
Design professionals, engineers, architects, and other construction professionals may face claims of
professional negligence or errors and omissions in a construction arbitration. Parties can seek damages for

Read online: https://learnuni.com/guides/3184918/construction-
arbitration

LearnUNI · 20 Jun 2026



G U I D E

losses caused by professional negligence and errors in design or construction.

Conclusion:

Construction arbitration is a valuable tool for resolving disputes in the construction industry efficiently, cost-
effectively, and with specialized expertise. By understanding key terms and concepts in construction
arbitration, parties can navigate the arbitration process effectively, address challenges, and apply practical
solutions to resolve construction disputes successfully.
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