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ABSTRACT

The present study aims to examine the legal foundations and mechanisms for compensating damages resulting
from the imposition of extra-contractual obligations on contractors through a comparative analysis of Iranian and
English law. The research adopts a descriptive—analytical methodology based on a review of library and
documentary sources. Within this framework, the concept of extra-contractual obligations in contractual construction
relationships and the theoretical foundations prohibiting the imposition of additional obligations on contractors are
first examined. Subsequently, the legal bases for compensation in Iranian law are analyzed with emphasis on the
general principles of contract law, civil liability, and the regulations governing the General Conditions of Contract.
The study then investigates the legal and contractual mechanisms for compensating losses arising from contractual
modifications under English law, including concepts such as contractual variations, constructive changes, and
guantum meruit, while also considering the role of standard construction contracts in managing project changes.
The findings indicate that both legal systems recognize the principle of compensating damages arising from the
imposition of obligations beyond the contractual framework; however, significant differences exist regarding the
legal foundations and the scope of recoverable damages. In Iranian law, compensation is primarily grounded in the
general principles of contract law and civil liability, and recovery is generally limited to direct and provable losses.
By contrast, English law, through its developed case law, specialized construction law doctrines, and standard-form
contracts, has established more precise mechanisms for managing project changes and compensating contractors
for additional costs. The results further demonstrate that one of the major challenges in Iranian law in this area is
the absence of a coherent framework for identifying and managing practical changes occurring in construction
projects, as well as the limited scope of recoverable damages. In this regard, the development of standard
contractual models, the strengthening of specialized dispute resolution mechanisms, and the utilization of
experiences from advanced legal systems may contribute to improving the legal framework governing
compensation for damages in construction contracts.
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EXTENDED ABSTRACT
Construction contracts constitute one of the

most important legal instruments for
organizing, financing, and executing civil,
industrial, and infrastructure projects, yet
their long-term, technical, and economically
complex nature makes them particularly
vulnerable to changes during performance.
Unlike simple exchange contracts,
construction contracts usually operate
through a network of interdependent
documents, including the main agreement,
technical specifications, drawings, general
conditions, special conditions, schedules, and
instructions issued during performance. For
this reason, the determination of the
contractor’s obligations cannot be reduced to
the literal wording of a single contractual
clause, but must be understood through the
entire contractual framework and the practical
realities of project execution. In principle, the
contractor is bound only to perform the works
that fall within the agreed contractual scope,
while the employer is bound to pay the agreed
consideration and cooperate in the proper
execution of the project. However, in practice,
employers may issue instructions that alter
design requirements, increase quantities,
modify construction methods, change the
sequence of works, impose additional
coordination duties, or require operations that
were not originally contemplated. The central
legal issue, therefore, is whether such
instructions remain within the permissible
range of contractual variation or whether they
amount to the unilateral imposition of extra-
contractual obligations. This distinction is
critical because the expansion of the
contractor’s burden without a wvalid
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contractual basis may disturb the economic
equilibrium of the contract and transfer risks
to the contractor that were never included in
the original bargain. Iranian contract law,
relying on the binding force of contracts and
the limits of consent, generally requires that
any expansion of the debtor’s obligation be
based either on a wvalid contractual
authorization or on a subsequent agreement
(Katouzian, 2020). Similarly, English
construction law recognizes that variations are
a normal feature of construction projects, but
treats the employer’s variation power as a
contractual power that must be exercised
within its defined limits and accompanied by
appropriate mechanisms for valuation,
payment, and, where necessary, extension of
time (Hudson, 2022; Keating, 2021).
The concept of extra-contractual obligations in
construction  relationships  refers to
obligations that are neither expressly
stipulated in the contract nor implied by law,
custom, the nature of the works, or the
ordinary requirements of performance, but are
nevertheless imposed on the contractor during
execution by the employer, the supervising
authority, or the project administration. Such
obligations may take the form of additional
works, substantially different works, increased
quantities beyond contractual limits, changes
in execution methodology, provision of
additional equipment or materials, or practical
burdens caused by delays, suspensions,
defective coordination, or altered site
conditions. = Nevertheless, not every
unforeseen cost or supplementary operation
should be classified as extra-contractual.
Construction contracts often contain clauses
permitting changes in quantities, instructions



for additional works, or modifications within
predetermined limits. Therefore, the legal
characterization of a disputed obligation
requires careful interpretation of the contract,
the technical documents, industry custom, and
the practical relationship between the
requested work and the original contractual
subject matter. Iranian legal doctrine
emphasizes that contractual obligations
include not only express terms but also those
consequences that arise from law, custom, and
the nature of the contract; however,
obligations beyond these limits require a valid
legal or contractual foundation (Jafari
Langroudi, 2019; Shahidi, 2017). English law
adopts a similarly contextual but more
commercially oriented approach, especially in
construction disputes, by examining the
contractual documents, the conduct of the
parties, the commercial purpose of the
contract, and the standard forms governing
the project (McKendrick, 2023; Peel, 2022).
This study therefore proceeds from the
premise that the boundary between
contractual variation and extra-contractual
imposition is not merely formal, but depends
on whether the disputed obligation can
reasonably be derived from the contract, the
parties’ prior risk allocation, and the
recognized practices of the construction
industry.

In Iranian law, the compensation of damages
arising from the imposition of extra-
contractual obligations is primarily grounded
in the general principles of contract law, civil
liability, and certain equitable and juristic
foundations. The principle of freedom of
contract and the binding force of agreements
imply that neither party may unilaterally
enlarge the obligations of the other beyond the
agreed scope. If the employer requires the
contractor to perform works outside the
contract without a valid variation mechanism,
new agreement, or proper compensation, the
employer’s conduct may be analyzed as a

disturbance of the contractual balance and, in
certain circumstances, as a source of
contractual liability (Katouzian, 2020). In
addition, civil liability principles provide an
independent or complementary basis for
compensation when the employer’s act,
instruction, omission, mismanagement, or
interference causes loss to the contractor.
Rules such as prevention of unjust harm,
causation, and unjust enrichment support the
view that a contractor who has incurred
additional costs for the benefit of the employer
should not remain uncompensated where the
additional burden lacked a wvalid basis
(Akhoundi, 2017; Safa'i & Rahimi, 2018). The
rule against unjust enrichment is particularly
relevant where the employer benefits from
additional works without paying their
reasonable value, while the rule of causation is
relevant where the employer’s conduct directly
generates  additional expense, delay,
disruption, or inefficiency. In Iranian
construction practice, the General Conditions
of Contract also provide mechanisms for
changes in quantities and new works, but these
mechanisms remain limited and often depend
heavily on administrative documentation,
formal instructions, and proof of direct loss
(Ghasemzadeh, 2015; Zeinali, 2018).
Consequently, although Iranian law contains
several doctrinal foundations for protecting
the contractor, its practical effectiveness
depends on the contractor’s ability to prove the
extra-contractual nature of the work, the
employer’s role in imposing it, the causal
relationship between the employer’s conduct
and the loss, and the precise amount of
recoverable damages.

English law provides a more specialized and
operational framework for addressing changes
and additional obligations in construction
projects. The concept of variation occupies a
central place in standard construction
contracts, including JCT and NEC forms,
where the employer or contract administrator
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may be authorized to order changes in the
works, but such changes are normally subject
to valuation, adjustment of the contract sum,
and extension of time where the change affects
project duration (Hudson, 2022; Weekes,
2024). English law also recognizes that not all
compensable changes appear as formal
written variation orders. In certain cases, an
employer’s conduct may create a practical or
constructive change, where the contractor is
effectively compelled to perform additional
work or incur additional costs despite the
absence of a formal instruction (Keating, 2021;
Wilmot-Smith, 2021). Moreover, the doctrine
of quantum meruit allows recovery of the
reasonable value of services where work has
been performed outside the contract,
particularly where the employer requested or
knowingly accepted the benefit of such work
without an agreed price (Beatson et al., 2020;
Peel, 2022). The law of damages for breach of
contract also provides a structured mechanism
for recovery where the employer’s conduct
constitutes a breach, provided that the loss is
not too remote and falls within the principles
of foreseeability, causation, mitigation, and
contractual risk allocation (Burrows, 2019;
McGregor, 2021). English law has developed
these principles through case law and
specialist construction practice, enabling
courts, arbitrators, and adjudicators to
consider not only direct additional costs but
also delay costs, disruption, loss of
productivity, prolongation costs, and, in
appropriate cases, loss of profit. Furthermore,
statutory and contractual dispute resolution
mechanisms, including adjudication, provide
a faster and more specialized forum for
resolving payment and variation disputes in
construction projects (ter Haar, 2017; Uff,
2017). This institutional framework makes
English law comparatively more responsive to
the economic realities of construction
performance.

The comparative analysis demonstrates that
both Iranian and English law accept, at least in
principle, that a contractor should not bear
uncompensated losses resulting from
obligations imposed beyond the contractual
framework. However, the two systems differ
significantly in their doctrinal structure,
evidentiary requirements, remedial flexibility,
and institutional mechanisms. Iranian law
relies mainly on broad principles of contract
and civil liability, including the binding force
of contracts, the prohibition of unjust harm,
causation, and unjust enrichment (Katouzian,
2019; Safa'i & Rahimi, 2018). These principles
are conceptually capable of supporting
compensation, but they often require judicial
interpretation and detailed proof, especially
where the additional work was not formally
instructed or where damages appear as
indirect economic consequences such as
disruption, loss of productivity, or prolonged
overheads. English law, by contrast, benefits
from a more developed body of construction-
specific doctrine, standard-form contract
mechanisms, and case law addressing
variations, constructive changes, valuation,
delay, and contractual damages (Adriaanse,
2016; Hudson, 2022). In relation to the scope
of recoverable loss, Iranian law tends to
emphasize direct, certain, and provable
damages, while English law adopts a more
economically nuanced approach through rules
on remoteness, foreseeability, assumption of
responsibility, and risk allocation (Coote,
2004; McGregor, 2021). This difference
becomes particularly important in complex
projects where the financial impact of extra-
contractual obligations may not be limited to
the direct cost of additional labor or materials,
but may also include delay, disruption,
acceleration, inefficiency, extended site
overheads, and loss of expected profitability.
The comparative findings therefore suggest
that the main weakness of Iranian law is not
the absence of general legal principles, but the



lack of a coherent and specialized framework
for identifying, documenting, valuing, and
resolving disputes concerning practical
changes in construction projects.

In conclusion, the imposition of extra-
contractual obligations on contractors raises a
fundamental question about the balance
between project flexibility and contractual
justice. Construction projects necessarily
require a degree of adaptability, because
technical, economic, administrative, and
managerial conditions may change during
performance; nevertheless, this practical
necessity cannot justify the unilateral transfer
of additional costs and risks to the contractor
without legal basis or compensation. The study
shows that Iranian law provides important
general foundations for compensation, but
these foundations remain fragmented and are
often insufficiently adapted to the technical
and economic realities of construction
projects. English law, by contrast, offers a
more developed model through standard
contracts, judicial doctrine, valuation
mechanisms, and specialized dispute
resolution procedures. The improvement of
Iranian law in this field therefore requires the
development of more comprehensive
standard-form construction contracts, clearer
rules for documenting and valuing variations,
broader  recognition of  economically
significant consequential losses where
properly proven, and stronger specialized
dispute resolution mechanisms. Such reforms
would not only protect contractors from
uncompensated burdens, but would also
promote contractual certainty, reduce
disputes, improve project efficiency, and
create a more balanced legal framework for the
execution of major construction and
infrastructure projects.
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