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		Abstract

		Arbitration in securities industry-sponsored forums is the primary mechanism to resolve disputes between investors and their brokerage firms.  Because it is mandatory, participants debate its fairness, and Congress has introduced legislation to ban pre-dispute arbitration clauses in customer agreements.  Missing from the debate has been empirical research of perceptions of fairness by the participants, especially investors.  To fill that gap, we mailed 25,000 surveys to participants in recent securities arbitrations involving customers to learn their views of the process.   The article first details the survey's background, explains the importance of surveying perceptions of fairness, and describes our methodologies, procedures, and survey error structure.  We then present our findings, including our primary conclusions that (1) investors have a far more negative perception of securities arbitration than all other participants, (2) investors have a strong negative perception of the bias of arbitrators, and (3) investors lack knowledge of the securities arbitration process.  We also offer several explanations for these negative perceptions.  We conclude that customers' negative perceptions transform the reality faced by policy-makers and mandate reform of the process, including the elimination of the industry arbitrator requirement and further public deliberation on the value of the explained award. 
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