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ABSTRACT 
International arbitration has emerged as the preferred mechanism for resolving cross-border 

commercial disputes due to its neutrality, flexibility, confidentiality, and global enforceability. At the 
heart of every international arbitration lies a contractual relationship that defines the rights, duties, and 
expectations of the parties. Contractual obligations not only establish the substantive framework of the 
parties' relationship but also constitute the basis of the arbitral tribunal's jurisdiction. The effectiveness of 
international arbitration largely depends upon the interpretation, enforcement, and protection of 
contractual obligations.  

This article examines the role and impact of contractual obligations in international arbitration, 
analyzing their significance in determining jurisdiction, governing law, contractual interpretation, 
remedies, and enforcement of arbitral awards. The article further explores the challenges faced by arbitral 
tribunals in addressing issues such as force majeure, hardship, good faith, and third-party involvement. It 
concludes that contractual obligations remain the cornerstone of international arbitration and play a vital 
role in ensuring certainty, predictability, and fairness in international commercial transactions. 
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1. Introduction: 
The volume of cross-border business 

transactions has greatly expanded as a result of 
the globalization of trade and commerce1.As 
businesses increasingly engage in international 
trade, disputes arising from contractual 
relationships have become inevitable. 
Traditional litigation before domestic courts 
often presents challenges such as jurisdictional 
conflicts, procedural complexities, delays, and 
concerns regarding neutrality2. Consequently, 
international arbitration has gained prominence 
as an effective mechanism for resolving 

                                                           
1 United Nations Conference on Trade and 
Development, World Investment Report 2024: 
Investment Facilitation and Digital Economy 
(United Nations Publications, Geneva, 2024). 
2 Redfern and Hunter on International 
Arbitration, Nigel Blackaby, Constantine 
Partasides, et al., Redfern and Hunter on 
International Arbitration (7th edn., Oxford 
University Press, 2022) 1–3  
3 International Chamber of Commerce, ICC 
Dispute Resolution Statistics 2024, highlighting 
the continuing growth of international 

international commercial 
disputes3.International arbitration derives its 
authority from the agreement of the 
parties4.Unlike national courts, which derive 
jurisdiction from the sovereign authority of the 
State, arbitral tribunals derive their jurisdiction 
from contractual consent5.  

The contractual obligations undertaken 
by the parties therefore occupy a central 
position in arbitration proceedings. They 
establish the parties' rights and obligations, the 
extent of the dispute, and the potential remedies 

arbitration as a preferred dispute resolution 
mechanism. 
4 Gary Born's International Commercial 
Arbitration, Gary B. Born, International 
Commercial Arbitration (3rd edn., Kluwer Law 
International, 2021) Vol. I, pp. 84–89 
5 Fouchard Gaillard Goldman on International 
Commercial Arbitration, Emmanuel Gaillard 
and John Savage (eds.), Fouchard, Gaillard, 
Goldman on International Commercial 
Arbitration (Kluwer Law International, 1999) 
para. 11. 
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in the event of a breach6.The significance of 
contractual obligations extends beyond the 
substantive aspects of the dispute. The 
arbitration agreement itself is a contractual 
undertaking that binds the parties to resolve 
their disputes through arbitration7. 
Consequently, an examination of international 
arbitration is incomplete without an 
understanding of the role and effect of 
contractual obligations within the arbitral 
process8. 
2. Concept of Contractual Obligations in 
International Arbitration: 

A contractual obligation refers to a 
legally binding duty arising from an agreement 
between parties9. In international commercial 
transactions, contractual obligations may 
include duties relating to payment, delivery of 
goods, performance of services, confidentiality, 
technology transfer, licensing, construction, 
investment, and dispute resolution10. 
International arbitration recognizes and 
enforces these obligations based on the principle 
of pacta sunt servanda, meaning that 

                                                           
6 Principles of International Commercial 
Contracts, UNIDROIT Principles of 
International Commercial Contracts 2016, 
Preamble and Arts. 1.3, 6.1.1 
7 Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards, Art. 
II(1), recognizing the binding nature of 
arbitration agreements; see also United Nations 
Commission on International Trade Law, 
UNCITRAL Model Law on International 
Commercial Arbitration 1985 (as amended in 
2006), Art. 7 
8 Gary B. Born, International Commercial 
Arbitration (3rd edn., Kluwer Law 
International, 2021) Vol. I, pp. 117–125; Nigel 
Blackaby et al., Redfern and Hunter on 
International Arbitration (7th edn., Oxford 
University Press, 2022) pp. 93–98. 
9 Anson's Law of Contract, Jack Beatson, 
Andrew Burrows and John Cartwright, Anson's 
Law of Contract (31st edn., Oxford University 
Press, 2020) 1–3. 
10 Schmitthoff's Export Trade, Carole Murray, 
David Holloway and Daren Timson-Hunt, 
Schmitthoff's Export Trade: The Law and 
Practice of International Trade (13th edn., 
Sweet & Maxwell, 2020) 25–34. 

agreements lawfully entered into must be 
honored11.This principle is fundamental to both 
contract law and international commercial 
arbitration12. 
The contractual obligations of the parties may 
be expressly stated within the contract or 
implied through governing law, trade usages, 
business customs, and general principles of 
international commercial law13. Arbitral 
tribunals are often required to determine the 
nature and scope of such obligations and assess 
whether they have been properly performed14. 
3. Jurisdiction of Arbitral Tribunals and 
Contractual Obligations: 

The jurisdiction of an arbitral tribunal 
originates from the arbitration agreement, which 
is itself a contractual undertaking between the 
parties. By entering into an arbitration 
agreement, the parties voluntarily assume an 
obligation to submit their disputes to arbitration 
rather than pursue litigation before national 
courts15. This contractual foundation 
distinguishes arbitration from judicial 
proceedings, as the authority of arbitrators is 

11 Principles of International Commercial 
Contracts, UNIDROIT Principles of 
International Commercial Contracts 2016, 
Preamble, para. 1; see also Vienna Convention 
on the Law of Treaties, Art. 26. 
12 International Commercial Arbitration, Gary 
B. Born, International Commercial Arbitration 
(3rd edn., Kluwer Law International, 2021) Vol. 
I, pp. 108–112. 
13 Principles of International Commercial 
Contracts, UNIDROIT Principles of 
International Commercial Contracts 2016, Arts. 
1.8, 1.9 and 4.3; see also United Nations 
Convention on Contracts for the International 
Sale of Goods, Art. 9. 
14 Redfern and Hunter on International 
Arbitration, Nigel Blackaby, Constantine 
Partasides, Alan Redfern and Martin Hunter, 
Redfern and Hunter on International Arbitration 
(7th edn., Oxford University Press, 2022) 379–
385; Gary B. Born, International Commercial 
Arbitration (3rd edn., Kluwer Law 
International, 2021) Vol. II, pp. 2700–2710.  
15 Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards, Art. 
II(1); United Nations Commission on 
International Trade Law, UNCITRAL Model Law 
on International Commercial Arbitration 1985 
(as amended in 2006), Art. 7.  
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derived not from the sovereign power of a State 
but from the mutual consent of the parties16. 

A fundamental feature of international 
arbitration is the principle of party autonomy, 
which enables parties to structure the arbitral 
process according to their preferences. Through 
their agreement, parties may determine the seat 
of arbitration, the applicable procedural rules, 
the governing substantive law, the number and 
qualifications of arbitrators, and the language of 
the proceedings17. This freedom allows parties 
to tailor the dispute resolution mechanism to the 
specific needs of their commercial relationship 
and is widely regarded as one of the principal 
advantages of international arbitration18. 

The existence of a valid arbitration 
agreement is therefore a prerequisite for the 
exercise of arbitral jurisdiction. In the absence 
of such an agreement, an arbitral tribunal lacks 
the authority to adjudicate disputes between the 
parties19. Consequently, contractual obligations 
not only govern the substantive rights and duties 
of the parties but also constitute the legal 
foundation upon which the entire arbitral 
process is established and sustained20. 
4. Effect of Contractual Obligations on 
Contract Interpretation: 
 

The interpretation of contractual 
obligations constitutes one of the most 
significant functions performed by arbitral 
tribunals in international commercial 
arbitration. Since contractual rights and duties 

                                                           
16 International Commercial Arbitration, Gary 
B. Born, International Commercial Arbitration 
(3rd edn., Kluwer Law International, 2021) Vol. 
I, pp. 84–89. 
17 Redfern and Hunter on International 
Arbitration, Nigel Blackaby, Constantine 
Partasides, Alan Redfern and Martin Hunter, 
Redfern and Hunter on International 
Arbitration (7th edn., Oxford University Press, 
2022) pp. 170–180.  
18 Fouchard Gaillard Goldman on International 
Commercial Arbitration, Emmanuel Gaillard 
and John Savage (eds.), Fouchard, Gaillard, 
Goldman on International Commercial 
Arbitration (Kluwer Law International, 1999) 
paras. 25–36.  
19 Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards, Art. 
II(3); United Nations Commission on 
International Trade Law, UNCITRAL Model Law 
on International Commercial Arbitration 1985 
(as amended in 2006), Arts. 8 and 16. 

arise from the agreement of the parties, the 
resolution of most commercial disputes depends 
upon the proper construction of contractual 
terms21. International commercial contracts 
frequently contain sophisticated provisions 
concerning pricing mechanisms, delivery 
schedules, allocation of risks, warranties, 
representations, indemnity clauses, limitation 
and exclusion of liability, force majeure events, 
and termination rights. Disputes often arise due 
to ambiguities, inconsistencies, or differing 
interpretations of these provisions, requiring 
arbitral tribunals to ascertain the true intentions 
of the parties and give effect to their contractual 
bargain22. 
In performing this task, arbitral tribunals 
employ a variety of interpretative approaches 
derived from the applicable law, international 
commercial practice, and general principles of 
contract law. The objective is not merely to 
determine the literal meaning of contractual 
language but to ensure that the agreement is 
interpreted in a manner consistent with the 
parties' intentions and the commercial purpose 
underlying the transaction23. 
 
 
 
4.1 Literal Interpretation: 
 

Under the literal or textual approach, 
arbitral tribunals examine the ordinary and 
natural meaning of the contractual language 

20 Gary B. Born, International Commercial 
Arbitration (3rd edn., Kluwer Law 
International, 2021) Vol. I, pp. 205–215; Nigel 
Blackaby et al., Redfern and Hunter on 
International Arbitration (7th edn., Oxford 
University Press, 2022) pp. 89–95. 
21 International Commercial Arbitration, Gary 
B. Born, International Commercial Arbitration 
(3rd edn., Kluwer Law International, 2021) Vol. 
II, pp. 2775–2785. 
22 Redfern and Hunter on International 
Arbitration, Nigel Blackaby, Constantine 
Partasides, Alan Redfern and Martin Hunter, 
Redfern and Hunter on International 
Arbitration (7th edn., Oxford University Press, 
2022) pp. 381–390.  
23 Principles of International Commercial 
Contracts, UNIDROIT Principles of 
International Commercial Contracts 2016, 
Arts. 4.1–4.8.  
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used by the parties. Where the wording of a 
contractual provision is clear and unambiguous, 
tribunals generally give effect to its plain 
meaning without resorting to extrinsic evidence. 
This approach reflects the principle that parties 
are bound by the terms they have voluntarily 
agreed upon and promotes certainty and 
predictability in commercial transactions24. 

 
4.2 Contextual Interpretation: 
 

Arbitral tribunals rarely interpret 
contractual provisions in isolation. Instead, 
individual clauses are construed within the 
context of the contract as a whole so as to 
achieve consistency among its various 
provisions. Contextual interpretation requires 
consideration of the structure, purpose, and 
overall scheme of the agreement, ensuring that 
each provision is understood in harmony with 
the contractual framework established by the 
parties25. 

 
4.3 Commercial Interpretation: 
 

International arbitral tribunals 
frequently adopt a commercially sensible 
approach to interpretation. Under this method, 
contractual provisions are construed in a manner 
that promotes commercial efficacy and reflects 
the reasonable expectations of rational 
businesspersons engaged in international trade. 
Tribunals generally avoid interpretations that 
produce absurd, impractical, or commercially 
unreasonable results, preferring constructions 
that facilitate the successful performance of the 
contractual relationship26. 

 
4.4 Good Faith Interpretation: 

                                                           
24 UNIDROIT Principles of International 
Commercial Contracts 2016, Art. 4.1; Anson's 
Law of Contract, Jack Beatson, Andrew 
Burrows and John Cartwright, Anson's Law of 
Contract (31st edn., Oxford University Press, 
2020) pp. 136–140. 
25 Chitty on Contracts, Hugh Beale (ed.), Chitty 
on Contracts (34th edn., Sweet & Maxwell, 
2021) Vol. I, paras. 13-045 to 13-050; Gary B. 
Born, International Commercial Arbitration 
(2021) Vol. II, pp. 2788–2792.  
26 UNIDROIT Principles of International 
Commercial Contracts 2016, Art. 1.7 (Good 
Faith and Fair Dealing). 
27 Fouchard Gaillard Goldman on International 
Commercial Arbitration, Emmanuel Gaillard 

 
The principle of good faith occupies an 

increasingly important position in international 
commercial arbitration. Many arbitral tribunals 
recognize that contractual obligations should be 
interpreted and performed in accordance with 
standards of honesty, fairness, and fair dealing. 
In circumstances where contractual language is 
ambiguous, tribunals may rely upon the 
principle of good faith to determine the meaning 
most consistent with the parties' legitimate 
expectations and the equitable performance of 
the contract27. The concepts of good faith and 
fair dealing are particularly influential in 
contracts involving long-term commercial 
relationships, joint ventures, international sales, 
and investment agreements28. 

 
The interpretation of contractual 

obligations has a direct and substantial impact 
on the outcome of arbitration proceedings. The 
manner in which contractual provisions are 
construed often determines the existence and 
extent of liability, the allocation of risks 
between the parties, the availability of remedies, 
and the assessment of damages. Consequently, 
the interpretation of contractual obligations 
remains one of the most critical aspects of 
decision-making in international commercial 
arbitration29. 

 
5. Breach of Contractual Obligations and 
Arbitral Remedies: 

 
A principal function of international 

commercial arbitration is to determine whether 
a party has breached its contractual obligations 
and, where such a breach is established, to grant 
an appropriate remedy. Contractual obligations 

and John Savage (eds.), Fouchard, Gaillard, 
Goldman on International Commercial 
Arbitration (Kluwer Law International, 1999) 
paras. 1458–1465. 
28 Gary B. Born, International Commercial 
Arbitration (3rd edn., Kluwer Law 
International, 2021) Vol. II, pp. 2793–2805; 
Nigel Blackaby et al., Redfern and Hunter on 
International Arbitration (7th edn., Oxford 
University Press, 2022) pp. 390–395. 
29 International Commercial Arbitration, Gary 
B. Born, International Commercial Arbitration 
(3rd edn., Kluwer Law International, 2021) Vol. 
III, pp. 3501–3515. 
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constitute the foundation of commercial 
relationships, and the failure of a party to 
perform those obligations often gives rise to 
disputes requiring adjudication by arbitral 
tribunals. In resolving such disputes, tribunals 
assess the existence and extent of the breach, 
evaluate the losses suffered by the aggrieved 
party, and determine the most suitable remedy 
in accordance with the governing law, the terms 
of the contract, and established principles of 
international commercial practice30. The 
remedies awarded in international arbitration 
are intended not only to compensate the injured 
party but also to uphold the sanctity of 
contractual commitments and preserve 
commercial certainty in international 
transactions31. 

 
5.1 Damages: 

 
Damages constitute the most 

frequently awarded remedy in international 
commercial arbitration. The primary objective 
of an award of damages is to place the injured 
party, so far as monetary compensation can 
achieve, in the position it would have occupied 
had the contract been properly performed32. 
Arbitral tribunals generally award 
compensatory damages for actual losses 
suffered as a result of the breach, including 
direct losses and, where permitted by the 
applicable law, consequential losses that were 
foreseeable at the time of contracting33. The 
assessment of damages often involves complex 
considerations relating to causation, 
foreseeability, mitigation of loss, and the 
quantification of economic harm34. 

                                                           
30 Redfern and Hunter on International 
Arbitration, Nigel Blackaby, Constantine 
Partasides, Alan Redfern and Martin Hunter, 
Redfern and Hunter on International 
Arbitration (7th edn., Oxford University Press, 
2022) pp. 607–615.  
31 Principles of International Commercial 
Contracts, UNIDROIT Principles of 
International Commercial Contracts 2016, Art. 
7.4.2. 
32 United Nations Convention on Contracts for 
the International Sale of Goods, Arts. 74–77; 
UNIDROIT Principles of International 
Commercial Contracts 2016, Arts. 7.4.3–7.4.8.  
33 Gary B. Born, International Commercial 
Arbitration (3rd edn., Kluwer Law 
International, 2021) Vol. III, pp. 3540–3558. 

 
5.2 Specific Performance: 

 
In certain circumstances, arbitral 

tribunals may order specific performance, 
requiring a party to fulfill its contractual 
obligations rather than merely compensate the 
other party through monetary damages. This 
remedy is particularly significant where 
damages would be inadequate to remedy the 
breach, such as in contracts involving unique 
goods, intellectual property rights, long-term 
commercial relationships, or specialized 
contractual undertakings35. The availability of 
specific performance depends largely upon the 
governing substantive law and the 
enforceability of such orders in the relevant 
jurisdictions36. 

 
5.3 Restitution: 

 
Restitution may be granted where 

contractual performance has become 
impossible, the contract has been terminated, or 
one party has been unjustly enriched at the 
expense of the other. The purpose of restitution 
is to restore the parties, as far as possible, to the 
position they occupied before entering into the 
contractual relationship by requiring the return 
of benefits improperly retained37. Arbitral 
tribunals frequently employ restitutionary 
principles in cases involving rescission, invalid 
contracts, failed transactions, or situations 
where performance has conferred a benefit for 
which no legal basis remains38. 
 
5.4 Declaratory Relief: 

34 UNIDROIT Principles of International 
Commercial Contracts 2016, Art. 7.2.2.  
35 Fouchard Gaillard Goldman on International 
Commercial Arbitration, Emmanuel Gaillard 
and John Savage (eds.), Fouchard, Gaillard, 
Goldman on International Commercial 
Arbitration (Kluwer Law International, 1999) 
paras. 1610–1622. 
36 UNIDROIT Principles of International 
Commercial Contracts 2016, Arts. 7.3.6 and 
7.3.7. 
37 Anson's Law of Contract, Jack Beatson, 
Andrew Burrows and John Cartwright, Anson's 
Law of Contract (31st edn., Oxford University 
Press, 2020) pp. 535–548. 
38 International Bar Association, IBA Guidelines 
and Commentary on International Arbitration 
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Arbitral tribunals may also grant 

declaratory relief by issuing formal declarations 
concerning the rights, obligations, and legal 
positions of the parties under the contract. 
Declaratory awards are particularly useful 
where the parties seek clarification of 
contractual provisions, the validity of 
contractual rights, or the interpretation of 
disputed obligations without necessarily 
requesting monetary compensation or coercive 
remedies. Such declarations can prevent future 
disputes and provide certainty regarding the 
parties' continuing contractual relationship39. 
The availability and scope of arbitral remedies 
depend upon several factors, including the 
nature of the contractual obligation breached, 
the governing law chosen by the parties, the 
terms of the arbitration agreement, and the 
specific circumstances of the dispute. 
Consequently, arbitral tribunals exercise 
considerable discretion in fashioning remedies 
that are both legally appropriate and 
commercially effective, thereby ensuring that 
contractual obligations are adequately protected 
and enforced within the framework of 
international commercial arbitration40. 
 
 
6. Governing Law and Contractual 
Obligations: 
 

Governing Law and Contractual 
Obligations The law governing a contract 
significantly influences the interpretation and 
enforcement of contractual obligations41. Most 
international commercial contracts contain a 
choice-of-law clause specifying the applicable 
legal system. The governing law determines: 
Formation of the contract; Validity of 
contractual provisions; Scope of obligations; 
Standards of performance; Available remedies; 
Limitation periods. In the absence of an express 
choice of law, arbitral tribunals determine the 

                                                           
Practice, discussing declaratory and non-
monetary relief in arbitral proceedings. 
39 Gary B. Born, International Commercial 
Arbitration (3rd edn., Kluwer Law 
International, 2021) Vol. III, pp. 3515–3525; 
UNIDROIT Principles of International 
Commercial Contracts 2016, Chapter 7. 
40 Gary B. Born, International Commercial 
Arbitration (3rd edn., Kluwer Law 
International, 2021) Vol. III, pp. 3515–3525; 
UNIDROIT Principles of International 
Commercial Contracts 2016, Chapter 7. 

applicable law through conflict-of-law 
principles or transnational legal norms. The 
selection of governing law can substantially 
affect the rights and obligations of contracting 
parties and the outcome of arbitration 
proceeding42. 
 
7. Force Majeure and Hardship Clauses: 
 

International commercial contracts 
frequently contain force majeure and hardship 
provisions addressing unforeseen events that 
hinder contractual performance. Force Majeure 
Force majeure refers to extraordinary events 
beyond the control of the parties, such as: 
Natural disasters; War; Terrorist attacks; 
Government restrictions; Pandemics. Where 
force majeure is established, performance may 
be suspended or excused. Hardship arises when 
performance remains possible but becomes 
excessively burdensome due to unforeseen 
circumstances. Arbitral tribunals assess: The 
contractual wording; Applicable law; 
Causation; Foreseeability; Mitigation efforts. 
The interpretation of these clauses significantly 
affects the continued existence and 
enforceability of contractual obligations43. 
 
8. Good Faith and Fair Dealing in 
Contractual Performance: 
 

The principles of good faith and fair 
dealing have emerged as fundamental standards 
governing the performance of contractual 
obligations in international commercial 
arbitration. These principles require contracting 
parties to act honestly, fairly, and cooperatively 
throughout the contractual relationship and to 
respect the legitimate expectations arising from 
their agreement. The duty of good faith seeks to 
promote trust, fairness, and commercial 
reasonableness, thereby facilitating the effective 

41 Nigel Blackaby, Constantine Partasides, Alan 
Redfern & Martin Hunter, Redfern and Hunter 
on International Arbitration (7th ed., Oxford 
University Press, 2022), pp. 197–215. 
42 Nigel Blackaby, Constantine Partasides, Alan 
Redfern & Martin Hunter, Redfern and Hunter 
on International Arbitration (7th ed., Oxford 
University Press, 2022), pp. 197–215. 
43 Alan Redfern et al., Law and Practice of 
International Commercial Arbitration (6th ed., 
Sweet & Maxwell, 2015), pp. 327–342.  
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execution of contractual obligations and 
reducing opportunistic behavior44. 
 

In international arbitration, the 
principle of good faith may significantly 
influence various aspects of contractual 
performance, including the interpretation of 
contractual terms, conduct during negotiations, 
fulfillment of contractual obligations, exercise 
of discretionary powers, and the invocation of 
termination rights. Arbitral tribunals frequently 
rely upon good faith to assess whether a party 
has acted in a manner consistent with the 
purpose and spirit of the contract, particularly 
where contractual provisions are ambiguous or 
silent on specific issues45. 
 

Although the scope and legal status of 
good faith vary across different legal systems, it 
is widely recognized in international 
commercial practice and is reflected in several 
transnational instruments governing 
commercial contracts. Consequently, arbitral 
tribunals often employ good faith and fair 
dealing as guiding principles in resolving 
contractual disputes and ensuring equitable 
outcomes between the parties46. 
 
9. Third Parties and Extension of 
Contractual Obligations: 
 

A fundamental principle of contract 
law is that contractual obligations are generally 
binding only upon the parties that have 
consented to the agreement, reflecting the 
doctrine of privity of contract47. In international 
commercial arbitration, however, complex 
commercial transactions often involve multiple 
entities, affiliates, and stakeholders whose 
rights and obligations may be closely connected 
to the contractual relationship. As a result, 
arbitral tribunals and national courts have 
developed various legal doctrines that permit 
the extension of contractual obligations and 
arbitration agreements to certain non-signatory 
parties under specific circumstances. 

                                                           
44 Nigel Blackaby, Constantine Partasides, Alan 
Redfern & Martin Hunter, Redfern and Hunter 
on International Arbitration (7th ed., Oxford 
University Press, 2022), pp. 214–220.  
45 Nigel Blackaby, Constantine Partasides, Alan 
Redfern & Martin Hunter, Redfern and Hunter 
on International Arbitration (7th ed., Oxford 
University Press, 2022), pp. 214–220. 
46 UNIDROIT Principles of International 
Commercial Contracts 2016, Art. 1.7; United 

 
The extension of contractual 

obligations to third parties is primarily justified 
where the conduct, relationship, or legal status 
of the non-signatory demonstrates a sufficient 
connection with the contract or the contracting 
parties. International arbitral practice has 
recognized several grounds upon which such 
extension may occur, including: 

 
 Agency relationships, where an agent 

acts on behalf of a principal48; 
 Assignment and transfer of contractual 

rights and obligations; 
 Corporate succession arising from 

mergers, acquisitions, or restructuring; 
 The alter ego or piercing-the-

corporate-veil doctrine, where separate 
corporate personality is disregarded to 
prevent abuse or fraud; 

 Estoppel, where a party's conduct 
prevents it from denying the 
applicability of contractual obligations 
or arbitration agreements; 

 The group of companies doctrine, 
under which affiliated companies may, 
in exceptional circumstances, be 
treated as parties to the arbitration 
agreement based on their involvement 
in the negotiation, performance, or 
termination of the contract. 

 
     The extension of contractual obligations 

and arbitration agreements to non-signatories 
remains one of the most controversial and 
extensively debated issues in contemporary 
international arbitration. While such doctrines 
promote efficiency and commercial reality by 
ensuring that all relevant parties participate in 
dispute resolution, they also raise important 
concerns regarding consent, party autonomy, 
and the contractual foundation of 

Nations Convention on Contracts for the 
International Sale of Goods, Art. 7(1). 
47Ewan McKendrick, Contract Law: Text, Cases, 
and Materials (9th ed., Oxford University 
Press, 2020), pp. 319–325. 
48Julian D. M. Lew, Loukas A. Mistelis & Stefan 
M. Kröll, Comparative International 
Commercial Arbitration (Kluwer Law 
International, 2003), pp. 267–270. 
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arbitration49.Consequently, arbitral tribunals 
must carefully balance the need for effective 
dispute resolution against the fundamental 
principle that arbitration derives its legitimacy 
from the consent of the parties. 
 
10. Enforcement of Contractual Obligations 
Through Arbitral Awards: 
 

The practical significance of 
contractual obligations in international 
commercial transactions depends largely upon 
the availability of effective mechanisms for 
their enforcement50. While contracts establish 
the rights and duties of the parties, those 
obligations acquire real commercial value only 
when they can be enforced through a reliable 
and efficient dispute resolution process51. In this 
regard, international arbitration has emerged as 
one of the most effective mechanisms for 
ensuring the enforcement of contractual 
obligations in cross-border commercial 
relationships52. 
 

A principal advantage of international 
arbitration lies in the widespread recognition 
and enforceability of arbitral awards across 
national jurisdictions. Unlike court judgments, 
which may encounter significant obstacles in 
foreign enforcement proceedings, arbitral 
awards benefit from an internationally 
harmonized enforcement regime established 
under the Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards53. The 
Convention obliges contracting states, subject to 
limited exceptions, to recognize and enforce 
foreign arbitral awards, thereby facilitating the 
effective implementation of contractual rights 
and obligations on a global scale.^5 
The enforcement framework established by the 
New York Convention has significantly 
enhanced legal certainty and predictability in 
international commerce54. By providing parties 
with confidence that arbitral awards will be 
recognized and enforced in multiple 

                                                           
49 Stavros Brekoulakis, Third Parties in 
International Commercial Arbitration (Oxford 
University Press, 2010), pp. 1–25. 
50 Gary B. Born, International Commercial 
Arbitration (3rd ed., Kluwer Law International, 
2021), Vol. I, pp. 87–92.  
51 Nigel Blackaby, Constantine Partasides, Alan 
Redfern & Martin Hunter, Redfern and Hunter 
on International Arbitration (7th ed., Oxford 
University Press, 2022), pp. 1–5. 

jurisdictions, the Convention reduces 
enforcement risks and strengthens the 
credibility of contractual commitments in 
international business transactions. 
Consequently, parties are more willing to 
engage in cross-border trade and investment, 
knowing that contractual obligations can be 
effectively vindicated through arbitration 
irrespective of national boundaries. 
 

Furthermore, the enforceability of 
arbitral awards constitutes one of the defining 
features that distinguishes international 
arbitration from many other forms of dispute 
resolution, including negotiation, mediation, 
and certain domestic judicial mechanisms. The 
ability to secure a final and binding award that 
is enforceable in a large number of jurisdictions 
has been a major factor contributing to the 
growing acceptance and popularity of 
international arbitration as the preferred method 
for resolving international commercial disputes. 
Accordingly, the enforcement of arbitral awards 
plays a crucial role in preserving the integrity of 
contractual obligations and promoting stability, 
certainty, and confidence in the global 
commercial system. 
 
11. Challenges in Enforcing Contractual 
Obligations: 
 

Notwithstanding its numerous 
advantages, international arbitration is not 
without challenges in the enforcement of 
contractual obligations. The effectiveness of 
arbitration may be affected by a variety of legal, 
procedural, and practical obstacles that arise 
during the resolution and enforcement of 
disputes. These challenges can significantly 
influence the ability of parties to secure timely 
and effective remedies for contractual breaches. 

 
Some of the principal challenges include: 

1. Divergent legal systems and 
contractual doctrines, which may 

52Julian D. M. Lew, Loukas A. Mistelis & Stefan 
M. Kröll, Comparative International 
Commercial Arbitration (Kluwer Law 
International, 2003), pp. 3–10. 
53Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards, 
adopted on 10 June 1958, 330 U.N.T.S. 3. 
54 Albert Jan van den Berg, The New York 
Arbitration Convention of 1958: Towards a 
Uniform Judicial Interpretation (Kluwer Law 
and Taxation Publishers, 1981), pp. 1–12. 



EFFECT OF CONTRACTUAL OBLIGATIONS IN INTERNATIONAL ARBITRATION 
 

 IJDDT Volume 16 Issue 64s 2026 Page: 157 

lead to differing interpretations of 
contractual rights and obligations 
across jurisdictions. 

2. Ambiguities and inconsistencies in 
contractual drafting, often resulting 
in disputes concerning the meaning, 
scope, and performance of contractual 
provisions. 

3. Conflicts relating to the governing 
law, particularly where parties have 
failed to specify the applicable law or 
where multiple legal systems are 
potentially relevant. 

4. Public policy objections at the 
enforcement stage, which may 
provide grounds for courts to refuse 
recognition or enforcement of arbitral 
awards in certain jurisdictions. 

5. Complex multi-party and multi-
contract disputes, creating challenges 
regarding jurisdiction, consolidation of 
proceedings, and the extension of 
arbitration agreements to non-
signatories. 

6. Delays and escalating costs 
associated with arbitral proceedings, 
which may diminish the efficiency and 
commercial attractiveness of 
arbitration. 

7. Difficulties in enforcing awards 
against sovereign states and state-
owned entities, particularly where 
issues of sovereign immunity arise. 
 

    These challenges underscore the 
importance of precise contractual drafting, 
careful selection of governing law and dispute 
resolution clauses, effective case management 
by arbitral tribunals, and strategic planning 
throughout the arbitral process. Addressing such 
challenges is essential to ensuring that 
contractual obligations are enforced efficiently 
and that international arbitration continues to 
serve as a reliable mechanism for the resolution 
of cross-border commercial disputes. 

 
 

 
12. Conclusion: 
 

Contractual obligations constitute the 
juridical foundation of international commercial 
arbitration and remain central to its legitimacy, 
effectiveness, and continuing relevance in the 
contemporary global economy. Every aspect of 
the arbitral process—from the establishment of 
jurisdiction and determination of applicable law 
to the adjudication of disputes and enforcement 

of awards—derives its authority from the 
contractual commitments voluntarily 
undertaken by the parties. Consequently, the 
relationship between contract and arbitration is 
not merely procedural but fundamentally 
symbiotic, with contractual obligations serving 
as both the source and subject matter of arbitral 
adjudication. 

 
The study demonstrates that the 

principle of party autonomy has transformed 
international arbitration into a highly adaptable 
and commercially responsive dispute resolution 
mechanism. By allowing parties to determine 
the governing law, procedural framework, seat 
of arbitration, and scope of arbitral jurisdiction, 
international arbitration provides a level of 
flexibility and predictability that is rarely 
achievable through domestic judicial systems. 
Such autonomy not only strengthens 
commercial confidence but also promotes the 
efficient resolution of disputes arising from 
increasingly complex cross-border transactions. 

At the same time, the enforcement of 
contractual obligations through arbitration 
presents significant legal and practical 
challenges. Divergent national legal systems, 
competing approaches to contract 
interpretation, public policy exceptions, non-
signatory disputes, sovereign immunity 
concerns, and the growing complexity of 
multinational commercial arrangements 
continue to test the effectiveness of arbitral 
mechanisms. These challenges underscore the 
need for greater harmonization of international 
commercial norms, improved contractual 
drafting practices, and a more consistent 
approach to the recognition and enforcement of 
arbitral awards across jurisdictions. 

 
Furthermore, the increasing reliance 

on principles such as good faith, fair dealing, 
hardship, and transnational commercial norms 
reflects the evolving nature of international 
arbitration. Modern arbitral tribunals are no 
longer confined to the mechanical enforcement 
of contractual terms; rather, they play an active 
role in balancing contractual certainty with 
commercial fairness. This development 
illustrates the dynamic interaction between 
contractual obligations and broader principles 
of international commercial justice. 

 
In conclusion, contractual obligations 

remain the cornerstone upon which the 
international arbitral system is built. Their 
effective interpretation, performance, and 
enforcement are indispensable to maintaining 
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legal certainty, commercial stability, and 
confidence in international trade and 
investment. As globalization, digital commerce, 
and multinational business relationships 
continue to expand, the significance of 
contractual obligations in international 
arbitration is likely to become even more 
pronounced. The future success of international 
arbitration will therefore depend upon its 
continued ability to protect contractual 
expectations while adapting to the evolving 
realities of global commerce. In this regard, 
international arbitration stands not merely as a 
mechanism for dispute resolution but as an 
essential institution for preserving the rule of 
law, contractual sanctity, and commercial 
justice in the international legal order. 

 


