
Unlocking the Power of Third-Party Funding in
International Arbitration
Transforming Dispute Resolution with Innovative Financial Strategies

In the ever-evolving landscape of international arbitration, third-party
funding has emerged as a game-changer. It provides access to justice for
parties who may otherwise be financially disadvantaged, levels the playing
field, and empowers them to pursue meritorious claims.
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This comprehensive article delves into the world of third-party funding in
international arbitration, exploring its benefits, risks, ethical considerations,
and practical implications. Armed with this knowledge, you will be equipped
to make informed decisions and enhance your arbitration strategies.

Benefits of Third-Party Funding

Access to Justice: Funding allows parties with limited resources to
pursue legitimate claims that they might otherwise be unable to afford.

Leveling the Playing Field: It equalizes the financial capabilities of
parties, ensuring that smaller or disadvantaged parties can compete
on a more level footing with large corporations or governments.

Increased Bargaining Power: Parties with funding have stronger
negotiating positions, as they can demonstrate their commitment to
pursuing the case to its .

Risk Mitigation: Funding can mitigate the financial risk associated
with arbitration, allowing parties to spread the cost over time and
protect their assets.

Improved Case Selection: Funders conduct thorough due diligence,
which can lead to better case selection and increased chances of
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success.

Risks Associated with Third-Party Funding

Funder's Interest: Funders have a financial stake in the outcome of
the arbitration, which can influence their decision-making and strategy.

Conflicts of Interest: Funders may have existing relationships or
conflicts with other parties involved in the arbitration.

Disclosure Requirements: Parties may be required to disclose the
existence of funding, which can have strategic implications.

Legal and Regulatory Considerations: Third-party funding is not
universally recognized or regulated, which can create uncertainty and
legal challenges.

Reputational Risks: Parties involved in funded arbitration may face
reputational concerns from opponents or the wider business
community.

Ethical Considerations

Third-party funding raises ethical considerations that need to be carefully
considered:

Independence and Impartiality: Funders should maintain
independence and avoid interfering with the arbitrator's decision-
making process.

Transparency and Disclosure: Parties should disclose the existence
and terms of funding arrangements to ensure transparency and avoid
conflicts of interest.



Access to Justice: Third-party funding should not be used to hinder
access to justice or prevent meritorious claims from being brought.

Ethical Guidelines: Professional bodies and arbitration institutions
have developed ethical guidelines for third-party funding to ensure
responsible practices.

Practical Implications

Understanding the practical implications of third-party funding is crucial:

Due Diligence: Parties should conduct thorough due diligence on
potential funders to assess their reputation, experience, and financial
capabilities.

Funding Agreement: The funding agreement should clearly outline
the terms, including the amount of funding, repayment structure, and
exit strategies.

Legal Advice: Parties should seek legal advice to fully understand the
implications of third-party funding and to ensure compliance with
relevant laws and regulations.

Arbitration Rules: Parties should consider the specific rules and
procedures of the arbitration institution regarding third-party funding.

Strategic Considerations: Third-party funding can impact arbitration
strategies, such as case selection, settlement negotiations, and
enforcement of awards.

Third-party funding in international arbitration has revolutionized the way
disputes are resolved. It offers access to justice, levels the playing field,



and provides risk mitigation. However, it is essential to be aware of the
risks, ethical considerations, and practical implications.

By carefully evaluating the potential benefits and drawbacks, and by
adhering to ethical guidelines, parties can harness the power of third-party
funding to enhance their arbitration strategies and achieve successful
outcomes.
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