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ABSTRACT

This article examines the status of adjustment clauses in Iranian law, focusing on the ability of contracts to respond to severe
economic fluctuations, and seeks to clarify the relationship of this institution with traditional principles of contract law, Islamic
jurisprudential foundations, and developments in comparative law. The principal research question is whether an adjustment
clause can be recognized in Iranian law as a legitimate and effective mechanism for recalibrating contractual obligations under
conditions of significant economic change. To address this question, the study first analyzes the relevant jurisprudential and
statutory foundations, including the principles of no harm (La Darar) and no hardship (La Haraj), as well as Articles 10, 219, 220,
221, 227, 229, and 277 of the Iranian Civil Code. The analysis demonstrates that although Iranian law lacks an explicit and
general institution equivalent to the hardship doctrine recognized in certain foreign legal systems, it nonetheless possesses
sufficient legal capacity to accommodate contractual adjustment clauses. The study further distinguishes adjustment clauses
from related doctrines such as subsequent lesion (ghabn-e hadeth), force majeure, and impossibility of performance, thereby
clarifying the independent position of this mechanism within the law of contracts. Employing an analytical-comparative
methodology, the article then investigates the status of adjustment clauses under the UNIDROIT Principles, as well as in French,
German, and English law, and evaluates their practical implications in construction contracts, long-term lease agreements,
supply contracts, and investment arrangements. The findings indicate that, within an unstable economic environment,
adjustment clauses constitute an effective instrument for preserving contractual justice, ensuring equitable risk allocation,
reducing disputes, and maintaining legal relationships. At the same time, this institution faces challenges such as the possibility
of abuse, ambiguity regarding the threshold of severe economic fluctuation, difficulties in determining the competent authority
for assessment, and potential tension with the principle of contractual certainty. The study concludes that under Iranian law,
adjustment clauses are valid and defensible when drafted with sufficient precision and transparency. Nevertheless, legislative
reform, limited recognition of the doctrine of changed circumstances, and the development of a balanced judicial interpretation
are indispensable for enhancing legal certainty and ensuring consistency in practice.
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EXTENDED ABSTRACT

This article examines the role of contractual
adjustment clauses in responding to severe
economic fluctuations, with particular
emphasis on long-term contracts in Iranian
law. The central problem addressed is that
long-term contractual relations are especially
vulnerable to inflation, exchange-rate
volatility, sanctions, supply-chain disruptions,
and sudden increases in performance costs,
because the economic equilibrium assumed at
the time of contract formation may collapse
during the performance period. In such
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circumstances, performance may remain
physically and legally possible, yet become
economically destructive for one party. This
distinction is crucial because traditional
doctrines such as force majeure generally
respond to impossibility, whereas hardship
concerns extraordinary imbalance in the
economics of performance. The article
therefore treats adjustment clauses not as
instruments for escaping contractual
obligations, but as mechanisms for preserving
contractual relations by restoring a reasonable
balance between performance and counter-
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performance. This approach is consistent with
modern contract-law theories that recognize
the need to reconcile contractual certainty
with fairness, good faith, risk allocation, and
the preservation of long-term cooperative
relations (Cartwright, 2025; Macneil, 1980;
McKendrick, 2023; Schwartz & Scott, 2003).
The theoretical foundation of the study is
based on the distinction between the binding
force of contract and the equitable need to
adapt  contractual  obligations = when
unforeseen economic disruption
fundamentally alters the basis of the
transaction. In Iranian law, the principle of
binding force is strongly supported by the Civil
Code and by Islamic jurisprudential
principles, yet this principle should not be
interpreted as requiring rigid performance
under all circumstances. The article argues
that the doctrines of no harm and no hardship,
together with the principles of party
autonomy,  contractual fairness, and
prohibition of unjust enrichment, provide a
defensible normative basis for recognizing
adjustment clauses. In this respect,
adjustment is not a denial of pacta sunt
servanda but a sophisticated form of fidelity to
the contract, because the parties themselves
may have anticipated the possibility of severe
disruption and incorporated a mechanism for
restoring equilibrium. This interpretation is
also supported by Iranian doctrinal literature
on contract adaptation, the effects of
obligations, and the general rules of contracts
(Bojnourdi, 1987; Katouzian, 2004; Khomeini,
2006; Mahkollahi & Yemghadar, 2015; Shahidi,
2018).

Methodologically, the article adopts an
analytical-comparative approach. It first
clarifies the conceptual meaning of
adjustment, hardship, force majeure,
supervening imbalance, impossibility of
performance, and subsequent lesion, and then
distinguishes adjustment clauses from these
related institutions. The study emphasizes that

hardship is not the same as force majeure: in
force majeure, performance is impossible or
legally prevented, whereas in hardship,
performance remains possible but becomes
extraordinarily burdensome and economically
irrational. Similarly, an adjustment clause
differs from lesion because lesion concerns
imbalance at the time of formation, while
adjustment concerns imbalance arising after
formation and during performance. The article
also  distinguishes  adjustment  from
impossibility, because adjustment
presupposes that performance can still occur,
although only under modified economic
terms. This conceptual differentiation is
necessary to prevent overextension of
adjustment clauses and to preserve their
function as exceptional, controlled, and
contract-preserving mechanisms (Bridge,
2019; Brunner, 2009; International Chamber of,
2020; Rowan, 2017; Unidroit, 2016).

The comparative part of the article
demonstrates that adjustment clauses and
hardship mechanisms have become central
tools in modern contract governance,
particularly in international commercial
contracts, construction contracts, supply
agreements, and investment arrangements.
The UNIDROIT Principles recognize hardship
as a situation in which the equilibrium of the
contract is fundamentally altered and provide
mechanisms for renegotiation and, where
necessary, judicial or arbitral adaptation. The
ICC hardship clause similarly offers a
structured framework for renegotiation,
adaptation, or termination where continued
performance under original terms becomes
excessively onerous. Comparative analysis of
English, French, German, and transnational
contract law shows divergent levels of judicial
intervention, but a shared practical concern
with preserving contractual relationships
when rigid enforcement would produce
commercially unreasonable or inequitable
results. International arbitration literature



likewise treats renegotiation and adaptation
clauses as tools for risk management, dispute
prevention, and contract preservation (Berger,
2003; Born, 2021; Fontaine & De Ly, 20009;
International Chamber of, 2020; Marsh, 2023;
Vogenauer & Kleinheisterkamp, 2009).

The findings show that adjustment clauses
have significant practical value in four major
contractual fields: construction, long-term
leases, supply contracts, and investment
agreements. In construction and engineering
contracts, price-escalation clauses and
adjustment formulas protect projects against
sudden increases in the cost of materials,
labor, equipment, or imported components,
thereby reducing the likelihood of project
suspension or contractor insolvency. In long-
term leases, indexation clauses preserve the
real value of rent and prevent the lessor’s
return from being eroded by inflation. In
supply contracts, adjustment clauses linked to
commodity prices, exchange rates, or
production-cost indices prevent suppliers
from being forced into economically ruinous
performance. In investment and BOT-type
arrangements, financial-equilibrium clauses
and renegotiation mechanisms help preserve
the projected return on investment where

macroeconomic assumptions are
fundamentally disrupted. These clauses
therefore = reduce  litigation,  prevent

opportunistic behavior, lower transaction
costs, and preserve the cooperative function of
long-term contracts (Esmaili, 2016; Fidic, 2017;
Park, 2012; Posner, 2014; Sadeghi, 2013;
Zarringhalam, 2021).

The article concludes that, under Iranian law,
contractual adjustment clauses are valid and
defensible when they are drafted clearly,
objectively, and transparently.  Their
legitimacy derives primarily from party
autonomy, the binding force of agreed
contractual terms, and the broader
jurisprudential commitment to preventing
excessive harm and intolerable hardship.

Nevertheless, the article also shows that
uncontrolled judicial adjustment without an
express clause remains theoretically and
practically problematic in Iranian law, because
it may conflict with contractual certainty and
exceed the proper role of the court. The
preferred solution is therefore threefold: first,
parties should draft adjustment clauses with
precise  triggers, thresholds, indices,
procedures, negotiation duties, and dispute-
resolution mechanisms; second, courts and
arbitral tribunals should interpret such clauses
in a balanced manner that protects both
contractual stability and economic fairness;
and third, Iranian legislation should
cautiously recognize a limited doctrine of
changed circumstances, applicable only in
exceptional cases. In this framework,
adjustment clauses do not weaken contracts;
rather, they allow contracts to survive severe
economic instability by transforming rigid
obligation into fair, sustainable, and legally
secure performance.
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