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The	Indian	arbitration	framework,	governed	by	the	Arbitration	and	Conciliation	Act,	1996,	has	reformed	dispute	resolution	by	reducing	
judicial	interference	and	reinforcing	arbitral	autonomy.	However,	as	international	business	transactions	grow	more	complex,	challenges	
have	emerged	regarding	the	inclusion	of	non-signatories	in	arbitration.	This	article	explores	the	Group	of	Companies	Doctrine,	which	
enables	af�iliated	entities,	such	as	parent	companies	or	subsidiaries,	to	be	bound	by	arbitration	agreements	despite	not	being	direct	
signatories.	It	examines	the	application	of	this	doctrine	and	the	landmark	Chloro	Controls	case,	where	the	Supreme	Court	broadened	the	
interpretation	of	Section	45,	allowing	non-signatories	to	participate	in	arbitration.	The	study	outlines	key	criteria	for	inclusion,	such	as	
direct	 involvement,	relevance	to	the	dispute,	and	the	 intent	of	the	parties.	Additionally,	 it	analyzes	India's	evolving	judicial	stance,	
balancing	 party	 autonomy	with	 the	 complexities	 of	 modern	 commercial	 transactions.	 As	 arbitration	 law	 advances,	 India's	 legal	
framework	continues	to	adapt,	addressing	multi-party	disputes	while	upholding	fairness	and	consent-based	resolution.
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Introduction
The evolution of arbitration law in India has been signi�icantly 
shaped by the implementation of the “Arbitration and 
Conciliation Act”, 1996, a key legislative milestone in the 
country's efforts to modernize and strengthen its dispute 
resolution mechanisms. The Act aligns with international 
standards by reducing judicial interference, enhancing arbitral 
tribunal autonomy, and establishing an ef�icient, impartial 
framework for global dispute resolution. It underscores India's 
commitment to principles such as party autonomy, 
con�identiality, and minimal court intervention—critical to 
arbitration's effectiveness as the preferred method for 
commercial dispute settlement [1]. A key challenge in modern 
arbitration involves the inclusion of non-signatories, 
particularly in cases where af�iliated corporate entities become 
entangled in disputes despite not having directly signed 
arbitration agreements. This issue is particularly complex in 
international transactions involving multiple interconnected 
agreements across corporate groups [2]. This article explores 
the Group of Companies Doctrine, which allows subsidiaries, 
parent companies, and af�iliated entities to be bound by 
arbitration agreements even in the absence of direct consent. It 
examines the growing relevance of this doctrine in Indian 
jurisprudence and how courts are adapting arbitration 
principles to address the intricacies of multi-party international 
transactions and modern corporate structures.

The	 Group	 of	 Companies	 Doctrine:	 Overview	 and	
Applicability
The landmark Chloro Controls case, the Supreme Court of India 
af�irmed the Group of Companies Doctrine, recognizing that an 
arbitration agreement signed by one entity within a corporate 
group may, under certain circumstances, bind non-signatory 
subsidiaries, parent companies, or af�iliates. This principle rests 
on the premise that parties may implicitly or explicitly extend 
the obligations and bene�its of an arbitration agreement to non-
signatories. The doctrine applies when the conduct of the 
parties, the structure of related agreements, and the 
interconnected nature of the corporate group indicate a mutual 
intent to resolve disputes through arbitration, even in the 
absence of direct consent [3]. 
Courts assess multiple factors when determining the 
applicability of this doctrine, including the interconnection 
between agreements, the nature of the underlying transaction, 
the role of each entity within the corporate group, and whether a 
non-signatory stands to gain from or be affected by the 
execution of the primary contract. Additionally, courts examine 
whether non-signatories actively participated in the contract's 
negotiation or performance, or if they expressly intended to 
bene�it from or assume liability under the agreement. Since its 
recognition as a legal tool, the Group of Companies Doctrine has 
been widely adopted and adapted across various jurisdictions, 
particularly in the context of complex international trade 
transactions [4]. 
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Its application, however, remains inconsistent across 
jurisdictions, as local legal principles, the interpretation of 
arbitration clauses, and judicial views on party autonomy 
in�luence its practical  implementation.  While some 
jurisdictions adopt a more expansive approach, readily 
extending arbitration agreements to non-signatories, others 
apply the doctrine more cautiously, restricting its use to 
narrowly de�ined circumstances [5]. 

Judicial	Interpretation	in	India:	The	Chloro	Controls	Case
The Supreme Court of India made a signi�icant ruling in the case 
of Chloro Controls India vs. Hindustan Construction. In this 
ruling, the court expanded and extended the original meaning of 
section 45 of the “Arbitration and Conciliation Act” of 1996, 
allowing for the inclusion of non-signatory parties in the 
arbitration process. The Supreme Court ruled that when there is 
a clear desire to extend the obligation among the non-
signatories, particularly in a transaction involving numerous 
parties and signi�icant work, a third party cannot be prohibited 
from arbitration. This ruling represents a major change in the 
direction of addressing the complexities of contemporary 
business transactions, in which multiple corporate entities are 
tied together by interwoven agreements [6].

Criteria	for	Inclusion	of	Non-Signatories	in	Arbitration
The incorporation of non-signatories into arbitration pursuant 
to the Group of Companies Doctrine is governed by speci�ic 
essential criteria: Initially, a direct af�iliation must exist between 
a non-signatory and the party executing the arbitration 
agreement, speci�ically when the non-signatory is a subsidiary, 
parent, or af�iliate within the corporate group. The arbitration 
issue must directly pertain to the agreement's subject matter, 
necessitating the involvement of non-signatories for resolution. 
Moreover, it must be demonstrated that there exists at least an 
implied desire among the parties to render arbitration binding 
against non-signatories—an implication that re�lects their 
common intent and comprehension regarding their respective 
responsibilities and obligations. The agreements being 
evaluated must be a component of a broader, composite 
transaction in which the non-signatory's involvement is 
essential to the ful�ilment of the overall contract, so connecting 
their participation to the implementation of the larger 
commercial arrangement. Ultimately, the interests of justice 
must advocate for the participation of non-signatories to 
guarantee that fairness and equity govern the resolution of the 
dispute, preventing any unjust outcomes for any party involved. 
These elements collectively assist in ascertaining whether non-
signatories may be obligated by an arbitration agreement 
pursuant to the Group of Companies Doctrine [4].

The	 Evolving	 Jurisprudence	 of	 the	 Group	 of	 Companies	
Doctrine	in	India
The application of the Group of Companies Doctrine in India 
remains an evolving area of law. The Chloro Controls decision, 
although a great step towards introducing modern business 
practices into arbitration law, leaves many questions about its 
scope of application. 

The approach taken by the Supreme Court, however, by 
acknowledging the need for �lexibility in arbitration 
agreements, may point to a change in the trend towards a more 
inclusive and adaptive framework for international commercial 
arbitration. But, according to P.R. Shah Shares, the Indian 
judiciary has rarely allowed addition of parties to arbitration, 
except when the arbitration agreement speci�ically so provides. 
This restraint hints at the imperative of ensuring that 
arbitration remains a consensual procedure and that parties opt 
for arbitration out of their free will [8].

CONCLUSION
With the passage of the “Arbitration and Conciliation Act” of 
1996, India's arbitration laws were modernized, giving arbitral 
tribunals more independence and reducing the need for court 
intervention. The question of whether parties who are not 
signatories to an arbitration agreement should nonetheless be 
bound to its terms has taken on greater signi�icance in light of 
the growing dif�iculty of cross-border business deals. As shown 
in cases like Chloro Controls, the Group of Companies Doctrine 
binds all companies in a corporate group to an arbitration 
agreement, and it may even apply to third-party parties who 
aren't signatories. Considerations such as the nature of the 
relationship between the non-signatory and the signatory, the 
signi�icance of the disagreement, and the parties' desire to 
include non-signatories in the arbitration process are the 
foundation for the application of this theory. A step forward in 
expanding arbitration to include parties who did not sign the 
contract was demonstrated in the Chloro Controls case. The 
Indian judicial system has been extremely cautious in this area 
and has consistently upheld the principle of party autonomy. 
Indian procedures will adapt to the changing arbitration 
landscape, balancing modern business realities with fair 
enforcement of arbitration agreements. 
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