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ABSTRACT

One of the significant and noteworthy issues in arbitration law is the possibility or impossibility of extending an arbitration clause
to third parties within a group of commercial companies. Acceptance of this doctrine constitutes an important step toward
enhancing efficiency and justice in the resolution of commercial disputes within such companies, which are characterized by
complex relationships. It not only reduces litigation costs and the duration of proceedings, but also creates greater coherence
and transparency in the arbitration process and, by preserving consistency and institutional unity, prevents contradictory judicial
decisions and enforcement-related difficulties. Nevertheless, the approach of Iranian law toward this matter has not been
expressly and clearly determined, and legal analyses in this regard remain the subject of substantial disagreement among jurists.
The present study aims to examine the concept, theoretical foundations, effects, and legal rules governing the extension of
arbitration clauses to third parties within corporate groups, while also analyzing the approach adopted by Iranian law in this
respect.
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EXTENDED ABSTRACT
The extension of an arbitration clause to third
parties in corporate groups constitutes one of
the most complex issues at the intersection of
arbitration law, company law, contract law,
and international commercial dispute
resolution. In its classical formulation,
arbitration is grounded in party autonomy and
contractual consent, meaning that an
arbitration agreement binds only those who
have accepted it expressly or implicitly. This
principle is closely connected to the doctrine of
privity of contract, according to which
contractual rights and obligations are
normally confined to the parties to the
agreement (Eskini, 2025). However, modern
commercial transactions, especially those
conducted through corporate groups, often do
not correspond to this simple bilateral model.
Corporate groups are composed of several
legally independent entities that may

nevertheless operate under common
ownership, centralized management, shared
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economic strategy, or unified commercial
control (Abadi Firouzjaei, 2017). In such
structures, one company may sign a contract,
another may negotiate it, a third may perform
the contractual obligations, and the parent
company may control the financial or
managerial  decisions  underlying the
transaction. This reality has made it difficult to
determine whether an arbitration clause
should remain confined to the formal
signatories or whether it may be extended to
non-signatory affiliated companies that were
materially involved in the contractual
relationship. The present article examines the
concept, legal effects, and governing rules of
extending arbitration clauses in corporate
groups, with particular emphasis on the
position of Iranian law and its capacity to
accommodate a more functional and
economically realistic approach.

The theoretical foundation of the issue begins
with the nature of the arbitration clause itself.
An arbitration clause is a contractual
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agreement through which the parties
undertake to submit future or existing
disputes to arbitration instead of ordinary
courts. It is generally treated as an expression
of private autonomy and as a procedural
mechanism created by substantive consent
(Khodabakhshi, 2020). At the same time,
modern arbitration law recognizes the
separability of the arbitration clause from the
main contract, meaning that the invalidity,
termination, or ineffectiveness of the principal
contract does not necessarily invalidate the
arbitration clause itself (Eskini, 2004). This
principle has been developed to protect the
effectiveness of arbitration and to allow
arbitral tribunals to decide disputes
concerning the validity of the main contract
without being deprived of jurisdiction at the
outset (Raeisi & Saedi, 2013). Nevertheless,
separability does not eliminate the need for
consent; it merely separates the arbitration
agreement from the fate of the main contract
(Zare & Salimi, 2018). Therefore, when the
question concerns a non-signatory company,
the central issue is not whether the arbitration
clause survives the main contract, but whether
the non-signatory may be regarded as having
accepted, participated in, benefited from, or
become legally connected to that arbitration
clause. This distinction is particularly
important in corporate groups, where the
formal identity of the contracting party may
not reflect the actual economic actor behind
the transaction (Bahmaei & Moradi, 2013).

The doctrine of the group of companies
emerged in international arbitration as a
response to precisely this discrepancy between
formal legal personality and commercial
reality. The well-known Dow Chemical case is
generally regarded as the starting point of this
doctrine in international arbitral practice,
because the arbitral tribunal accepted
jurisdiction over companies within the same
group that had not formally signed the
arbitration agreement but had played an active

role in the negotiation, performance, and
termination of the relevant contracts
(Bahmaei, 2013). The reasoning underlying
this doctrine is that, in certain circumstances,
membership in a corporate group, combined
with active participation in the contractual
operation, may reveal implied consent to
arbitration (Iranshahi, 2013). However, the
doctrine is not based merely on the existence
of a corporate group. The fact that several
companies belong to the same group is not, by
itself, sufficient to extend an arbitration
clause. Rather, arbitral tribunals and courts
generally look for additional elements such as
unified economic purpose, centralized
management, involvement of the non-
signatory in negotiations, participation in
contractual performance, receipt of direct
benefit, conduct creating legitimate reliance
by the other party, or behavior inconsistent
with later denial of the arbitration agreement
(Izanloo & Shid, 2017). In this sense, the
doctrine operates as a means of identifying the
real parties to the arbitration agreement rather
than as a mechanism for automatically
disregarding separate legal personality.

The legal effects of extending an arbitration
clause in corporate groups are both procedural
and substantive. Procedurally, extension
allows related disputes arising from a single
economic transaction or a network of
interconnected contracts to be resolved in one
arbitral forum, thereby reducing parallel
proceedings, inconsistent awards,
jurisdictional fragmentation, and unnecessary
litigation costs (Sarbazian & Ranjbari, 2016).
This is particularly significant in multiparty
and multi-contract transactions, where
separate  adjudication @ may  produce
contradictory outcomes and undermine the
commercial purpose of the transaction.
Substantively, extension may contribute to a
more accurate allocation of responsibility
within a corporate group. Where a parent
company or affiliated company has exercised



real control over the transaction, benefited
from its performance, or used the formal
separateness of a subsidiary to avoid liability,
strict adherence to formal signature may
produce unfair results (Abadi Firouzjaei, 2017).
In such circumstances, extension may help
prevent abuse of legal personality and may
support good faith, contractual justice, and
effective compensation. The doctrine is also
linked to theories such as agency, estoppel,
implied consent, third-party involvement, and
abuse of corporate form (Abrishami, 2017).
These theories differ in their conceptual
structure, but they share a common concern:
whether the conduct of the non-signatory and
the expectations of the signatory party justify
treating the non-signatory as bound by the
arbitration agreement. Thus, the extension of
arbitration clauses is not merely a technical
jurisdictional question; it is also a method for
aligning arbitral jurisdiction with the actual
legal-economic structure of the dispute.

In Iranian law, the extension of arbitration
clauses in corporate groups remains uncertain
because the legal system has not expressly
adopted the group of companies doctrine.
Iranian arbitration law, civil procedure rules,
and general contract principles continue to
emphasize consent, party autonomy, and the
relative effect of contracts (Khodabakhshi,
2021b). Under this approach, an arbitration
clause is normally binding only on those who
have agreed to it, and companies with separate
legal personality are not automatically bound
by contracts signed by affiliated entities. This
cautious position is reinforced by the general
recognition of independent legal personality in
company law and by the contractual nature of
arbitration. Nevertheless, Iranian law contains
interpretive capacities that may support
extension in exceptional cases. Theories of
agency, implied consent, conduct-based
reliance, estoppel-like reasoning, abuse of
legal personality, and good faith may provide
indirect grounds for extending an arbitration

clause where the non-signatory company has
actively participated in the transaction or has
behaved as a real party to the contract
(Khodabakhshi, 2021a). Iranian scholarship
has also discussed the expansion of the scope
of arbitration agreements and the difficulty of
maintaining strict privity where commercial
reality demonstrates the involvement of
hidden or non-formal parties (Iranshahi,
2013). Comparative studies of intra-corporate
arbitration also show that commercial
companies increasingly require efficient
mechanisms for resolving internal and group-
based disputes, although the application of
arbitration in such contexts must still confront
questions of arbitrability, consent, and the
boundaries of corporate personality (Rostami
& Taghipour, 2023). Therefore, Iranian law
may currently be described as contract-
oriented and cautious, but not entirely closed
to a functional interpretation in cases where
implied consent and actual participation can
be clearly established.

In conclusion, the extension of arbitration
clauses in corporate groups is a necessary
response to the growing complexity of modern
commercial structures, but it must be applied
carefully so that efficiency does not undermine
consent and corporate separateness does not
become a tool for injustice. The central
challenge is to balance two competing values:
the formal autonomy of each corporate entity
and the practical reality that corporate groups
often operate as integrated economic units. A
balanced approach should reject automatic
extension based solely on group membership,
while permitting extension where the non-
signatory company has played a genuine and
substantial role in negotiation, performance,
control, benefit, or termination of the contract.
In the Iranian legal system, the absence of
explicit legislative  recognition creates
uncertainty, yet general principles of contract
interpretation, implied consent, agency, good
faith, and prevention of abuse may provide a
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pathway for cautious acceptance in
exceptional cases. The article ultimately
argues that Iranian law should develop clearer
standards for this issue, either through judicial
practice, arbitral reasoning, or legislative
reform. Such standards should protect party
autonomy while enabling arbitral tribunals to
address the real structure of complex
corporate disputes. A precise and transparent
framework would reduce uncertainty, increase
the predictability of arbitration agreements,
prevent conflicting proceedings, and
strengthen the effectiveness of commercial
arbitration in disputes involving corporate
groups.
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