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Mini-summary 

Standing neutrals are a neutral, trusted, and independent party selected by parties at the outset of a contractual relationship with the 

remit of assisting the parties to resolve any issues or disputes which may arise. Although not especially common in any jurisdiction 

(but most used in the Nordics and in the USA), using standing neutrals to facilitate good commercial relationships between 

counterparties may be of interest where a long-lasting relationship is planned and keeping good relationships will be key to achieving 

a joint mission. 

Standing neutrals may be especially helpful in circumstances where there is an imbalance of power between contracting 

counterparties. Often, where there is an imbalance of power at the outset of a relationship, expectations can be misaligned and crucial 

conversations necessary to embed mutual understanding are missed. A standing neutral can assist to address any imbalance by 

supporting the parties and ensuring that issues are addressed early - before they grow to become full-blown disputes. 

 

Elements of the standing neutral concept in existing dispute resolution mechanisms 

The underlying concept of a standing neutral is not a completely foreign concept in the field of dispute resolution. Dispute review 

boards have been used in various forms for some time, generally in the construction context. Such boards are generally formed of 

three members, appointed at the outset of a contractual relationship, which regularly receive updates on the parties’ relationship. 

These boards can also act as an informal panel of arbitrators where disputes arise, offering non-binding recommendations as to the 

resolution of the dispute. The number of members of the board can be subject to a variety of factors including the value of the 

underlying contract. For example, for the Channel Tunnel construction project, a five-member board was used.  A “board” of members 

is often chosen to avoid issues with availability should an urgent issue arise, or where some members may become unavailable over 

the life of a long-term relationship.  However, a single professional is also used in some instances.  

More interesting perhaps is the concept of the “Deal Architect” subcategory of standing neutral. Such a standing neutral is involved 

in the negotiation of the contract between the parties as opposed to simply being a resource to be relied on following its agreement. 

Deal Architects are most used in outsourcing projects, where the relationship between the parties can be complex and intrinsically 

important for the achievement of long-term strategic goals of one or both parties. As the relationship between investors and start-up 

companies shares similar features with outsourcing agreements, standing neutrals could become more commonly used as a method 

of dispute resolution in share purchase agreements. 
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A number of well-known dispute resolution organisations, for example, the International Chamber of Commerce, offer rules for 

dispute review boards. There are fewer organisations which specifically offer services around standing neutrals. One example is the 

Federation of Integrated Conflict Management.  However, there is nothing to stop parties making provision for any appointment and 

remit they see fit within contractual documents.  

  

Existing schemes which utilise some aspects of the standing neutral concept:  

Dispute Boards 

 

The Singaporean Mediation Centre (the “SMC”) offers its own variant of a dispute board, 

namely the Singaporean Infrastructure Dispute-Management Protocol (“SIDP”), which 

was launched in 2018 to resolve issues related to large construction or infrastructure 

projects. The SMC recommends that where parties wish to implement the SIDP that it’s 

adopted early as a collaborative tool so that the board can “follow the project from start 

to finish as a collaborative tool to enable early and efficient management of differences and 

disputes.” Under the SIDP, the dispute board can be comprised of up to three people. The 

identities of those people can either be agreed or an appointing authority can appoint 

the board. The SIDP is expressly aimed at managing potential disputes through a range 

of dispute avoidance, as opposed to only being formed once a dispute has arisen. 

Existing schemes which utilise some aspects of the standing neutral concept:  

Third-party verifiers 

 

ESG KPI verification is a service offered by SocGen de Surveillance who suggest that 

verification of ESG KPIs increases the confidence of investors and partners. The 

International Swaps and Derivatives Association (“ISDA”) has released KPI guidelines for 

sustainability-linked derivatives and suggest that appointing an independent third-party 

verifier “minimizes the risk of moral hazard and the potential for conflicts of interest to arise 

given the economic consequences of meeting or failing to meet a KPI” and “may also 

minimize potential disputes”. In this way, such verifiers act to assist the parties to avoid 

issues from spiralling into full disputes. 
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Why would you consider appointing a standing neutral for your deal? 

Standing neutrals are concerned with preserving a contractual relationship as opposed to being concerned with asserting rights and 

obligations as between the parties. The appointment of a standing neutral can be a preventative measure as opposed to an “after the 

fact” measure which only applies once the relationship has broken down. In this way, standing neutrals are differentiated from 

mediators and adjudicators who similarly are only engaged once a tangible dispute has arisen. 

The prevailing approach to dispute resolution is often inherently adversarial as opposed to constructive, which often leads to the 

dismantling of relationships. This leaves parties to find alternative counterparties and/or leads to a complete breakdown of the 

relationship as opposed to fixing issues early and encouraging parties to work together to overcome issues. Standard dispute 

resolution mechanisms may create an environment in which the parties spend time and financial resources unnecessarily when it 

could have been possible to resolve issues relatively amicably if addressed early on. 

A key advantage of standing neutrals is that their role is focused on collaboration. In particular, a Deal Architect’s role begins before a 

contract is even formed, with the Deal Architect having a role in the creation of the contract to ensure that it serves both parties’ 

interests. Deal Architects are therefore especially useful in avoiding situations where interests become misaligned under the contract 

or the possibility for one party to benefit under perverse incentives. 

  

Use of a standing neutral in an outsourcing context  

In ‘Unpacking the Standing Neutral’ an example is given of a standing neutral with 

appropriate expertise, integrity, and understanding of the intent of the relationship. 

The example refers to SIREAS, LLC a global real estate advisory firm which was 

appointed as the standing neutral to a complex strategic facilities management 

outsourcing agreement. The standing neutral assisted the parties with common 

transition issues, including an instance where a key performance indicator was driving 

inappropriate behaviour by the parties. This was compounded by the fact that 

personnel changes at one party meant that the intention of the transaction was not 

focussed in the minds of the new leaders and the rationale of the KPI was not clear. 

 

In the example, both parties were able to raise their concerns about the KPI and 

address these with the assistance of the standing neutral. The standing neutral (being 

present from an early stage) was able to remind the parties of the intent of the KPI 

and facilitated an agreement to suspend the KPI until challenges with the same could 

be addressed. Training sessions were delivered to reinforce the intent of the deal, 

explain desired outcomes, address the appropriate supplier management/client 

management behaviour and define the appropriate action plan to replace the KPI. In 

this context, the standing neutral acted as a dispute resolution solution but also aided 

the parties to continue to foster their relationship. 
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How could a standing neutral provide particular benefits in the investment context? 

Where mission and purpose are key to achieving the goals of both the investee company and the investor, and a shared vision has 

been agreed at the outset of a relationship, this provides a solid foundation for all that follows.  Either building on that premise, or 

helping the parties to reach that initial stage, a standing neutral can help the parties to: 

● Decide on and document the role which the standing neutral is to play (including agreeing amendments to this if necessary as 

the relationship evolves); 

● Build the rest of the deal terms around the shared vision, bringing a simple, unbiased view; 

● Guide lawyers negotiating the transaction documents towards structures which reflect the shared vision, cutting down on 

transaction time and costs; 

● Set and measure/ verify KPIs, with the ability to adjust mechanisms if there are unforeseen practical difficulties; 

● Facilitate resolution of disagreements over the interpretation of specific contractual clauses, reflecting back to the shared vision, 

and the principles behind agreements reached at the negotiation stage. 

The beauty of contractual relationships and the structures agreed under them is that they are inherently flexible.  A standing neutral 

can take whatever role the parties need in the specific context. 

Conclusion 

Parties to investment agreements are especially susceptible to relationship based issues given the nature of investor/investee 

relationships. Where relationships break down, or unforeseen issues arise, it is often the mission which suffers and external 

stakeholders who are left in a worse position as a result.  This is the antithesis of how an impact investment should end up. 

The appointment of a standing neutral is a tangible way for parties to make an immediate investment in their ongoing relationship. It 

is a flexible concept, which allows the parties to design a bespoke remit and extract maximum value, both for themselves and other 

intended beneficiaries.  

 

Further Reading 

Unpacking the Standing Neutral: a cost effective and common-sense approach for preventing conflict, Kate Vitasek, James Groton and 

Daniel Bumblauskas. 2019 

This report is a comprehensive look at the concept of a standing neutral, variations of standing neutrals and the benefits and 

drawbacks of using a standing neutral.  

The Architect’s Handbook of Professional Practice – Chapter 9, By Joseph A. Demkin, American Institute of Architects 

This chapter of the book explains in summary the concept of a standing neutral and contrasts it with other approaches such as 

allowing an architect to make quasi-judicial decisions and appointing a dispute review board. 
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