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Alternative Dispute Resolution: A smart
solution to business disputes.

By: Angela Romero Valedon, Vice President, American Arbitration Association®

In today's fast-paced business environment, resolving disputes efficiently and
effectively is crucial for maintaining strong business relationships and ensuring
smooth operations. In the dynamic realm of business, disputes are inevitable. How
businesses manage these disputes can significantly impact their success and
relationships. Fortunately, resolving conflicts outside of traditional court
proceedings is possible through Alternative Dispute Resolution (ADR) methods.
The American Arbitration Association (AAA®), with nearly 100 years of
expertise, and over 8 million disputes administered, champions these methods,
particularly mediation and arbitration.

Understanding Alternative Dispute Resolution (ADR)

ADR refers to various methods of resolving disputes outside the traditional
courtroom setting. These methods include conciliation, mediation, neutral
evaluation, negotiation, and arbitration. ADR offers several advantages over
litigation, such as saving time and money, preserving business relationships, and
providing more control over the process. The two most often used forms of ADR
are mediation and arbitration.

Mediation

Mediation involves an impartial third party (mediator) who facilitates negotiations
between disputing parties, helping them find mutually acceptable solutions. Unlike
litigation or arbitration, mediation is typically non-binding. The mediator does not
impose a decision but aids communication, identifies interests, and guides parties
toward a collaborative resolution.

Success in mediation hinges on:
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« Identifying Goals: Determine whether the aim is issue resolution,
relationship reconciliation, or both.

« Non-Negotiables: Recognize essential elements for resolution and
distinguish them from negotiable ones.

. Managing Emotions: Address negative emotions beforehand to avoid
obstacles during mediation.

« Willingness to Compromise: Approach mediation with an open mind and
commitment to finding a "win-win" solution.

Mediation preserves valuable business relationships and offers a cost-effective,
confidential alternative to traditional litigation.

Arbitration

Arbitration involves a third-party neutral arbitrator who makes a binding decision
regarding the dispute. This less formal process can be more cost-effective and
quicker than traditional court proceedings.

Advantages and Disadvantages of Arbitration

Arbitration offers several advantages over traditional litigation. The process tends
to be faster, less expensive, and more flexible than litigation. Additionally,
arbitration allows for the selection of a decision-maker with subject matter
expertise and provides a private and final binding resolution. However, it also has
some disadvantages, including limited appeals, lack of precedent, and potential
costs.

Incorporating ADR in Business Contracts

To fully leverage the benefits of ADR, businesses should consider incorporating
ADR clauses in their contracts. The AAA offers free, on-demand online tools
called AAA ClauseBuilder and ClauseBuilder Al (beta)® to help parties draft
efficient and enforceable arbitration clauses with clear, concise language. These
tools provide industry-specific versions and allow for customization based on the
number of arbitrators, method of arbitration selection, arbitrator qualifications,
governing law, and more.

Conclusion
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Alternative Dispute Resolution, particularly mediation and arbitration, offer a
viable and effective means of resolving disputes while preserving valuable
business relationships. By incorporating ADR clauses in business contracts,
companies can ensure a more efficient and cost-effective resolution of disputes,
contributing to their long-term success. The AAA, with its extensive experience
and resources, stands ready to assist businesses in navigating the complexities of
ADR. For more information on AAA’s services, visit adr.org. To draft arbitration
clauses, utilize our ClauseBuilder tools at www.clausebuilder.org and
www.clausebuilder.ai or contact us at SBE@adr.org for further information.



