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Abstract

Construction dispute resolution in Indonesia often faces challenges, such as lengthy
processes and high litigation costs in court proceedings. Therefore, alternative dispute
resolution methods, such as mediation and arbitration, have become appealing
solutions. This study aims to analyze the effectiveness of resolving construction
disputes through mediation and arbitration using a normative juridical method. The
approach includes the analysis of legislation, legal doctrines, and relevant case studies.
The results show that mediation offers advantages such as a fast process, low cost, and
the preservation of good relationships between parties. However, mediation outcomes
are non-binding, making their effectiveness dependent on the willingness of parties to
adhere to agreements. On the other hand, arbitration provides final and binding
decisions with executive power, making it more suitable for complex and high-value
disputes. Nevertheless, arbitration's relatively high costs and ambiguities in arbitration
clauses within contracts often hinder its implementation. This study also identifies the
need for further education for construction actors regarding the benefits of alternative
dispute resolution (ADR) mechanisms, strengthening the role of institutions such as
the Indonesian National Arbitration Board (BANI), and drafting clearer arbitration
clauses in construction contracts. With regulatory enhancements and increased
awareness, mediation and arbitration can become more effective and efficient
alternatives for resolving construction disputes in Indonesia.

Keywords: Construction Disputes, Mediation, Arbitration, Alternative Dispute
Resolution, Normative Juridical.
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INTRODUCTION

The construction industry is one of the strategic sectors that plays an important role
in infrastructure development and a country’s economic growth (Agustina & Purnomo,
2023). The complexity of this sector is evident from the involvement of many parties, such
as project owners, contractors, subcontractors, consultants, and material suppliers. In
addition, construction projects often involve large investment values and long
implementation periods. This condition creates the potential for disputes to arise at various
stages of project implementation, from planning, construction, to completion.
The causes of these disputes can vary, such as schedule discrepancies, delayed payments,
design changes, and differing interpretations of the contract.

The resolution of construction disputes through litigation in court is often considered
less effective. Lengthy litigation processes, rigid legal formalities, and high costs often
worsen the situation, especially for parties who rely on the smooth progress of the project for
the sustainability of their business (Ismanto & Hardjomuljadi, 2019). Moreover, litigation
processes tend to be adversarial, which can damage cooperative relationships between the
parties involved. In this context, an alternative approach is needed that is faster, more
efficient, and capable of maintaining good relations between the parties.

According to Jannah & Musjtar (2019), Alternative Dispute Resolution (ADR) has
become the primary choice in the construction industry. Mediation and arbitration are the
two most frequently used ADR mechanisms. Mediation offers a collaborative approach with
the assistance of a neutral mediator to reach a mutual agreement. Meanwhile, arbitration
offers a more formal dispute resolution process compared to mediation, but still more flexible
than litigation, with a binding decision. Both methods are known to be more time- and cost-
efficient than traditional litigation.

Although ADR is becoming increasingly popular, its effectiveness in resolving
construction disputes remains a subject of debate (Muskibah & Hidayah, 2021). Some parties
argue that arbitration costs can approach those of litigation, especially in complex cases. On
the other hand, mediation often faces challenges when one party is uncooperative or lacks
full trust in the process. This shows that the success of ADR depends not only on the
mechanism used but also on the attitude of the parties involved, the skills of the mediator or
arbitrator, and the clarity of the contractual clauses.

In addition, in the Indonesian legal context, the implementation of ADR also faces
structural and cultural challenges. According to Renyaan & Ingratubun (2022), many parties
still have limited understanding of the role and benefits of ADR in dispute resolution, leading
them to prefer litigation as the last resort. On the other hand, in practice, arbitration clauses
are often not clearly formulated in contracts, resulting in disputes being brought back to court.
This phenomenon reflects the importance of legal understanding and capacity building for
the parties involved in dispute resolution.

In the global context, ADR has proven successful in reducing court workloads and
expediting dispute resolution. In several developed countries, such as the United Kingdom
and Singapore, ADR has become an integral part of the dispute resolution system in the
construction sector. However, this success is supported by clear regulations, strong
institutional support, and professionalism among the parties involved. This serves as an
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important lesson for Indonesia to improve the quality of dispute resolution in the construction
sector (Permatasari & Dewi, 2025).

Based on this background, this study aims to explore alternative mechanisms for
resolving construction disputes, focusing on mediation and arbitration. Through this
approach, it is expected that effective strategies can be identified to minimize the negative
impact of construction disputes on project continuity and the cooperative relationships of the
parties involved.

RESEARCH METHOD

This study employs a normative juridical method aimed at examining the prevailing
legal norms in resolving construction disputes through alternative mechanisms such as
mediation and arbitration. According to Zainuddin & Karina (2023), the normative juridical
method emphasizes the analysis of legislation, legal doctrines, and relevant principles within
the legal framework. The approaches used include the statutory approach, the conceptual
approach, and the case approach.

The statutory approach is carried out by reviewing various regulations governing the
resolution of construction disputes, such as Law Number 2 0of 2017 concerning Construction
Services and Law Number 30 of 1999 concerning Arbitration and Alternative Dispute
Resolution. This approach aims to understand the legal framework underlying the
implementation of mediation and arbitration in Indonesia. The conceptual approach is used
to explore the theories and basic principles of Alternative Dispute Resolution (ADR),
focusing on mediation and arbitration as methods considered more efficient and flexible
compared to litigation in court. Furthermore, the case approach is conducted by analyzing
several arbitration and mediation decisions that have been resolved in Indonesia. This
analysis seeks to understand how legal norms are applied in practice and to evaluate the
effectiveness of mediation and arbitration in resolving construction disputes.

The data used in this study are secondary data, including primary legal materials such
as legislation and secondary legal materials such as literature, legal journals, and relevant
academic documents. Data collection techniques were carried out through library research,
examining various legal documents and relevant literature sources. The collected data were
analyzed qualitatively using a descriptive-analytical approach. This analysis began with
describing the content of the applicable legal norms, followed by evaluating their application
in resolving construction disputes in Indonesia. The results of this study are expected to
contribute to the development of more effective alternative dispute resolution mechanisms
in the construction sector.

RESULT AND DISCUSSION

Based on an analysis of statutory regulations and case studies conducted, it was found
that the resolution of construction disputes through mediation and arbitration mechanisms
offers advantages over litigation. Mediation enables the parties to resolve disputes quickly at
a relatively lower cost while maintaining good relationships between them. For example, in
several major construction disputes in Indonesia, mediation has proven capable of producing
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agreements beneficial to both parties without going through lengthy and costly court
proceedings.

Arbitration, on the other hand, produces binding decisions with enforceable legal
force equivalent to court judgments. This makes it the primary choice for complex
construction disputes involving high-value contracts. An analysis of several arbitration
decisions shows that the arbitration process in Indonesia tends to be relatively efficient,
although the costs involved are generally higher than those for mediation.

However, in practice, the effectiveness of mediation and arbitration in Indonesia still
faces several challenges. One of these is the limited understanding of the ADR process
among parties, which causes many disputes to still be brought before the courts. Furthermore,
the success of mediation is highly dependent on the cooperative attitude of the parties, while
arbitration is often hindered by unclear arbitration clauses in construction contracts.

Dispute resolution through mediation and arbitration offers a more flexible solution
than litigation, especially for construction projects involving multiple parties and interests.
The following are key findings of this study:

Mediation as an Alternative for Construction Dispute Resolution

Mediation is a dispute resolution method that prioritizes a non-adversarial approach,
where the parties involved work together to find a mutually beneficial solution (Nansi, 2022).
This approach differs from litigation or court-based dispute resolution, which is often
confrontational. In mediation, the main principle is to create a joint agreement based on the
interests and needs of each party, rather than purely on legal claims. The process is usually
facilitated by a mediator, who acts as a neutral party to help the parties communicate
effectively, identify key issues, and find solutions acceptable to all.

One of the main advantages of mediation is its flexibility. Unlike litigation, which
must follow strict legal rules and formal procedures, mediation allows the parties to
determine the format, rules, and meeting schedules according to their needs (Nurafifah,
2022). The parties can directly express their views, needs, and interests without being
constrained by formal protocols. This makes mediation more personal, relevant, and
solution-oriented. In many cases, such flexibility reduces tension between disputing parties,
enabling them to maintain their working relationships.

This flexibility and informal approach are particularly relevant in construction
disputes, where projects often involve complex, long-term working relationships between
contractors, subcontractors, consultants, and project owners. Unresolved disputes can disrupt
project progress, increase costs, and damage established relationships. Mediation allows
disputes to be resolved quickly and harmoniously, avoiding lengthy and costly litigation.
Another advantage is the confidentiality of mediation, allowing parties to discuss openly
without fear of reputational harm (Zuliana & Haryanto, 2024).

However, mediation also has fundamental limitations. One major drawback is that
mediation outcomes are not legally binding. If one party chooses not to comply with the
agreement reached, the dispute may resurface and need to be resolved through arbitration or
litigation. This means that mediation’s success largely depends on the goodwill and
commitment of the parties to honor the agreement. If a party is uncooperative, mediation may
be ineffective (Sugianto & Marpaung, 2022).

The mediator’s competence is also a crucial factor. A skilled mediator must possess
strong communication skills, deep understanding of the issues at stake, and the ability to
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build trust between the parties. The mediator must also maintain neutrality throughout the
process to avoid perceptions of bias. In some cases, a lack of qualified mediators can hinder
effective mediation.

Given these characteristics, mediation is best suited for disputes with relatively low
conflict intensity, involving parties still willing to reach a joint solution. For complex
disputes or those involving severely strained relationships, mediation may require additional
support such as legal counsel or technical experts to help parties understand the implications
of potential decisions.

Despite its limitations, mediation remains highly effective in many situations,
especially for saving time and costs and preserving relationships. In the construction industry,
where delays can cause substantial losses, mediation offers an efficient solution without
jeopardizing ongoing cooperation. With better mediator training and greater awareness
among industry stakeholders of mediation’s benefits, it has strong potential to become the
preferred method for resolving construction disputes in the future.

Arbitration as an Alternative for Construction Dispute Resolution

Arbitration is a dispute resolution method that offers a more formal yet still flexible
alternative to court litigation. In arbitration, disputes are resolved through decisions made by
one or more arbitrators with expertise in a specific field, including construction (Fadillah &
Putri, 2021). The primary advantage of arbitration is that its decisions are final and legally
binding, with enforceable authority equivalent to court judgments. This legal certainty is
particularly valuable in construction disputes, where timely resolution is necessary to ensure
projects can continue without disruption.

The formal nature of arbitration ensures that disputes are resolved in a structured
manner, with each party given the opportunity to present arguments and evidence before the
arbitrator. Compared to the rigid nature of litigation, arbitration offers greater flexibility. The
parties can determine various aspects of the process themselves, such as selecting arbitrators
with specific expertise, setting hearing schedules, and choosing the venue for proceedings
(Riza & Abduh, 2019). In construction disputes, this flexibility is highly relevant, as it allows
the resolution process to align with technical needs and on-site realities.

Arbitration is also generally faster than litigation, which can take years to conclude.
Depending on the complexity of the case, arbitration can be resolved in months to about a
year (Ritonga et al., 2024). This is critical in construction, where delays in dispute resolution
can escalate costs, halt projects, or even cause project termination. Arbitration enables
disputes to be resolved more efficiently, ensuring project continuity.

However, despite its strengths, arbitration also faces challenges. One is cost—
arbitration can be more expensive than mediation due to arbitrators’ fees, particularly since
they are often experts in civil engineering, project management, or contract law, as well as
administrative fees charged by arbitration institutions.

The effectiveness of arbitration heavily depends on the competence of the arbitrator.
A qualified arbitrator must have deep knowledge of construction technicalities, relevant law,
and the ability to make fair, evidence-based decisions. If an arbitrator lacks the necessary
qualifications or independence, arbitration can become ineffective and cause dissatisfaction.
Thus, selecting the right arbitrator is critical.

Another common obstacle is the clarity of arbitration clauses in construction
contracts. These clauses stipulate that disputes will be resolved through arbitration and set
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the rules governing the process. In Indonesia, many arbitration clauses are ambiguously or

incompletely drafted, sometimes leading to new disputes over their validity—ironically

requiring court intervention before arbitration can proceed. This underscores the importance
of clear, comprehensive contracts from the outset.

Institutions such as the Indonesian National Board of Arbitration (BANI) have
facilitated arbitration in construction disputes. Nonetheless, improvements in institutional
capacity and efficiency are still needed. Additionally, greater industry awareness of
arbitration’s benefits and the importance of clear arbitration clauses in contracts should be
promoted.

Although arbitration has its challenges, its advantages make it a highly relevant
alternative—particularly in construction disputes. With proper implementation, arbitration
can resolve disputes quickly, provide legal certainty, and avoid lengthy, costly litigation
(Mayangsari et al., 2020). This not only saves time and money but also supports constructive,
ongoing cooperation between project stakeholders.

Case Studies on Alternative Dispute Resolution for Construction in Indonesia

Construction disputes frequently arise in development projects in Indonesia, whether
due to technical errors, administrative shortcomings, or a lack of understanding among
parties involved regarding the terms of the work contract. Mediation and arbitration have
been recognized as effective alternative dispute resolution (ADR) methods for settling
construction conflicts. These methods are not only faster than litigation but also help maintain
harmonious working relationships between the disputing parties. The following study will
examine two specific cases: the dispute in a market revitalization project in Gorontalo and a
construction project in Pekanbaru, with emphasis on the role of mediation and arbitration as
primary solutions.

1. Dispute in the Revitalization Project of Pontolo Public Market, North Gorontalo Regency

The Phase 1l revitalization project for Pontolo Public Market in North Gorontalo faced
several disputes due to project implementation that did not align with the contract. Issues
included the involvement of irresponsible individuals, substandard work quality, and
document forgery impacting project fund disbursement. A lack of understanding by those
responsible regarding contract provisions further worsened the situation.
According to a study by Latada et al. (2022), mediation was the first step taken to resolve
the dispute in this case. A neutral mediator facilitated communication between the
disputing parties to find a mutually acceptable solution. Through this method, constructive
dialogue clarified each party’s responsibilities and resulted in a peaceful agreement
focused on the project’s continuity. If mediation failed, arbitration became the next
alternative. Arbitration provided a binding decision based on technical and legal facts,
ensuring an independent evaluation of work quality and disputed documents could be
conducted objectively.

2. Construction Service Dispute in Pekanbaru
A construction dispute in Pekanbaru also illustrates the challenges often encountered in
development projects. According to a study by Priyambodo (2021), this dispute was
generally triggered by delayed payments by the project owner, excessive interference in
project management, and the commencement of work before contract documentation was
finalized.
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One solution adopted was mediation, which proved effective for resolving the conflict
amicably. In the mediation process, a neutral third party assisted the parties in reaching a
mutually beneficial agreement, such as rescheduling payments or revising the contract.
Mediation also offered flexibility and helped preserve the working relationship between
the contractor and project owner, ensuring future cooperation remained possible. If
mediation failed, arbitration became the next option. Arbitration offered a more formal
yet still expedited resolution process, with decisions based on the technical expertise of
the arbitrators. In this case, arbitration provided legal certainty that helped resolve the
dispute effectively without a lengthy court process.

Mediation and arbitration are effective dispute resolution methods, particularly in
Indonesia’s complex construction sector. In both the Gorontalo and Pekanbaru cases, these
methods offered significant advantages over litigation, such as time and cost savings and the
continuation of good working relationships. Mediation allowed for peaceful and flexible
solutions, while arbitration offered legal certainty through the involvement of technical
experts. Therefore, the combination of these two methods should be promoted more widely
to address construction disputes, considering the sector’s high complexity and the need for
swift resolution.

Implementation of Alternative Dispute Resolution Regulations in Construction

In the Indonesian regulatory context, construction dispute resolution through
alternative mechanisms such as mediation and arbitration is clearly stipulated in Law No. 30
of 1999 on Arbitration and Alternative Dispute Resolution. This law provides a strong legal
basis for implementing ADR with the aim of creating a dispute resolution system that is
faster, more efficient, and more flexible than litigation. Nevertheless, its application in
practice still faces challenges requiring serious attention, particularly in terms of outreach
and education for construction stakeholders. Many construction players—whether
contractors, consultants, or project owners—do not fully understand the benefits of ADR or
the procedures to access it.

One of the main obstacles to ADR implementation in Indonesia is the lack of
technical knowledge about the mediation and arbitration processes among construction
practitioners, especially in areas far from major cities (Handoko & Mulyana, 2023). This lack
of information often leads parties in dispute to opt for litigation, which, while legally binding,
is typically more time-consuming and costly. Therefore, enhancing education on the benefits
of ADR is crucial to ensure that more stakeholders understand this method as an effective
solution for resolving disputes in a time-efficient manner while preserving harmonious
working relationships.

In addition to education, institutional support from bodies such as the Indonesian
National Arbitration Board (BANI) also needs strengthening. As one of the main institutions
handling construction disputes through arbitration, BANI plays a strategic role in ensuring
the efficiency and transparency of the arbitration process. However, there remains a
perception that arbitration procedures in Indonesia can be inefficient in terms of both time
and cost (Harapan, 2024). To address this, BANI must continue innovating to provide more
accessible services, including leveraging digital technology to simplify administrative
processes and conduct arbitration hearings online. On the other hand, enhancing the capacity
of arbitrators through regular training and certification is also essential to ensure high-quality
arbitration decisions that are acceptable to all parties.
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According to Muskibah (2018), globally, the experiences of developed countries can
serve as important lessons for Indonesia. The United Kingdom and Singapore, for example,
have successfully integrated ADR into their legal systems. In the UK, the Construction
Industry Scheme and institutions like the Technology and Construction Court, which focus
on construction disputes, support ADR as an integral part of conflict resolution. Meanwhile,
Singapore has positioned institutions such as the Singapore International Arbitration Centre
(SIAC) as leading arbitration hubs globally, with high service standards and transparent
procedures. The success of these countries underscores the importance of a strong legal
framework, robust institutional support, and continuous education to build trust in ADR
mechanisms.

To compete and adopt these best practices, Indonesia needs to undertake several
strategic steps, including:

1. Strengthening Regulations
It is important to enhance existing regulations by drafting more detailed technical
guidelines on mediation and arbitration procedures specifically for the construction sector.
These guidelines could include dispute resolution time limits, cost arrangements, and
mechanisms for enforcing arbitration awards.

2. ADR Training and Seminars
The government and construction associations such as Gapensi or the Indonesian
Consultants Association (Inkindo) should actively organize training programs and
seminars to introduce ADR to construction stakeholders. This would significantly
improve understanding and awareness of ADR’s importance.

3. Institutional Capacity Building
Strengthening institutions such as BANI through collaboration with international bodies
like SIAC or the International Chamber of Commerce (ICC) can help Indonesia raise its
domestic arbitration standards. Additionally, leveraging digital technology—such as
developing online platforms for case registration and conducting virtual arbitration
hearings—will make ADR more accessible to parties in remote areas.

With stronger regulations, more capable institutions, and broader education, ADR in
Indonesia holds great potential to become the primary solution for resolving construction
disputes. If optimally implemented, ADR will not only improve dispute resolution efficiency
but also support the success of construction projects, which are often key drivers of national
economic development.

CONCLUSION

Construction dispute resolution in Indonesia through alternative mechanisms such as
mediation and arbitration shows great potential as a faster, more flexible, and more efficient
solution compared to litigation. Mediation offers a non-confrontational approach with
relatively low costs and mutually agreed outcomes, making it suitable for disputes with a low
level of conflict. Meanwhile, arbitration provides a final and binding decision, making it an
appropriate choice for complex and high-value construction disputes. Nevertheless, the
implementation of mediation and arbitration in Indonesia still faces various challenges, such
as the parties’ lack of understanding of alternative dispute resolution processes, the high cost
of arbitration, and issues related to the clarity of arbitration clauses in construction contracts.
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To enhance the effectiveness of these mechanisms, broader education is needed for
construction stakeholders regarding the benefits of ADR, the drafting of clearer arbitration
clauses, and the strengthening of institutions such as the Indonesian National Arbitration
Board (BANI).
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