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ABSTRACT

The objective of this study is to answer the question of whether sanctions may be regarded as an instance of “force
majeure” or “hardship” and what consequences they entail for the contractual liability of the parties. The present
research was conducted using a descriptive—analytical method and by relying on library resources, international
conventions (such as the United Nations Convention on Contracts for the International Sale of Goods (CISG)), as
well as the examination of judicial practice and international arbitral awards. The findings of the study indicate that
economic sanctions, depending on the time of their imposition and the scope of their application, may render the
performance of contractual obligations temporarily or permanently impossible. Where sanctions are unforeseeable
and unavoidable, they are generally analyzed within the framework of force majeure and result in the exemption of
the obligor from liability for damages. However, where sanctions merely cause severe financial hardship and disrupt
the contractual equilibrium between reciprocal obligations, they fall within the concept of hardship and may lead
to the renegotiation of the contract. The study further demonstrates that the inclusion of a “sanctions clause” in the
contract plays a vital role in risk management and the equitable allocation of losses. Ultimately, this research
concludes that economic sanctions constitute not only an obstacle to contractual performance, but also a factor
contributing to the transformation of traditional interpretations of contract law. In order to safeguard the rights of
the parties, economic actors should adopt preventive mechanisms through the use of flexible contractual clauses
and a precise understanding of private international law rules, rather than responding passively to sanctions, so as
to prevent the unintended termination of contracts and the imposition of substantial losses.
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EXTENDED SUMMARY
Economic sanctions have become a decisive variable in international commercial contracts,
transforming the traditional relationship between contractual autonomy, pacta sunt servanda, and
supervening impediments to performance. This study examines the legal role and effects of economic
sanctions in international trade contracts, with particular attention to whether sanctions may be
classified as force majeure, hardship, or a distinct legal impediment affecting contractual liability.
The issue is especially significant because sanctions no longer operate merely as public-law
instruments directed at states; rather, they directly penetrate private contractual relations by
disrupting payment systems, transportation, insurance, banking guarantees, documentary credits,
supply chains, and energy transactions (Bayazidi & Mirtorabi, 2022; Sadeghnejad et al., 2023;
Shishehgari et al., 2022). In this context, the sanctioned party may remain bound by the contract
while simultaneously being legally or practically prevented from performing its obligations because
of mandatory sanctions regulations. Accordingly, the central question is whether economic sanctions
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should release the obligor from liability, justify renegotiation or adaptation of the contract, or merely
be treated as a commercial risk that the parties should have anticipated and allocated through
contractual clauses (Ebrahimi & Oyarhossein, 2012; Safaei, 1985).

The study adopts a descriptive—analytical approach and relies on legal doctrine, comparative
contract law, international trade practice, and studies concerning the impact of sanctions on
banking, energy, shipping, and commercial performance. From a legal perspective, sanctions may
affect contracts in several ways. Where sanctions are imposed after conclusion of the contract and
possess the elements of externality, unforeseeability, and irresistibility, they may be treated as force
majeure, especially where performance becomes legally or materially impossible (Ebrahimi &
Oyarhossein, 2012; Riyahi, 2023). However, where sanctions do not make performance absolutely
impossible but substantially increase costs, delay delivery, restrict access to banking channels, or
disturb the economic equilibrium of the contract, the more appropriate characterization may be
hardship rather than force majeure (Golshani & Hosseini Modarres, 2020; Metaji Nimouri &
Rajabizadeh, 2021). This distinction is crucial because force majeure generally leads to exemption
from liability, suspension, or termination, whereas hardship usually supports renegotiation,
adaptation, or judicial/arbitral modification of contractual terms.

The findings indicate that the practical effects of sanctions are most visible in financial and logistical
infrastructures. Banking sanctions, restrictions on documentary credits, limitations on bank
guarantees, and exclusion from international payment mechanisms may prevent even lawful
contracts from being performed in ordinary commercial channels (Mafi & Tolba, 2017; Ziaei & Tolba,
2015). In such circumstances, the impediment does not necessarily arise from the nature of the goods
or the will of the parties, but from the collapse of the financial mechanisms through which
international trade is normally executed. Sanctions also create a domino effect across related
contracts, since a single transaction often depends on shipping, insurance, inspection, customs, and
intermediary banking arrangements. In the shipping sector, sanctions may reduce access to fleets,
insurance services, spare parts, fuel, and international port facilities, thereby increasing operational
costs and weakening competitiveness (Bayazidi & Mirtorabi, 2022; Razmjooei & Dashtinejad, 2014).
In the energy sector, sanctions have especially severe implications because energy trade is closely
linked to technology transfer, investment, transportation, environmental protection, and national
economic stability (Hajiani & Salehi, 2020; Mashhadi & Rashidi, 2015; Shishehgari et al., 2022).

The analysis further shows that sanctions generate a complex conflict between contractual stability
and public policy. On the one hand, international commerce depends on predictability, party
autonomy, and the binding force of contracts. On the other hand, sanctions often operate as
mandatory rules imposed by states or international organizations, and their violation may expose
parties, banks, insurers, and carriers to severe penalties (Azeredo da Silveira, 2014; Sadeghnejad et al.,
2023). This conflict becomes particularly acute in arbitration and transnational litigation, where the
decision-maker must determine whether a sanctions regime should be recognized as a mandatory
rule, whether it forms part of international public policy, and whether it should override the
governing law of the contract. A distinction must therefore be drawn between unilateral sanctions
and sanctions grounded in collective international authority. While unilateral sanctions may
sometimes be viewed as politically motivated restrictions that should not automatically defeat
contractual obligations, sanctions adopted under broader international frameworks may carry
stronger normative force and may be more readily accepted as overriding rules in contractual

disputes (Omorogbe, 2017; Shiroei, 2016).
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The study also highlights the preventive function of sanctions clauses in modern international
contracts. In high-risk commercial environments, parties can no longer rely solely on general
doctrines such as force majeure or hardship; instead, they must expressly regulate sanctions-related
risks through carefully drafted contractual provisions. Sanctions clauses may determine whether the
contract will be suspended, terminated, renegotiated, or adapted when new sanctions are imposed;
they may also allocate responsibility for obtaining licenses, identifying alternative payment routes,
replacing transportation channels, or using substitute currencies (Azeredo da Silveira, 2014; Metaji
Nimouri & Rajabizadeh, 2021). Such clauses are particularly important in banking instruments,
documentary credits, independent guarantees, oil and gas contracts, and long-term supply
agreements, where performance depends on multiple regulatory and financial intermediaries (Mafi
& Tolba, 2017; Shiroei, 2016; Ziaei & Tolba, 2015). By transforming sanctions from an unpredictable
external shock into a contractually managed risk, these clauses reduce uncertainty, prevent
unnecessary termination, and support equitable risk distribution between the parties.

In conclusion, economic sanctions should not be treated through a single rigid legal category.
Depending on their timing, scope, intensity, foreseeability, and actual effect on performance, they
may operate as force majeure, hardship, frustration, a mandatory legal impediment, or merely a
foreseeable commercial risk. The most balanced approach is therefore functional and case-specific:
if sanctions make performance legally or materially impossible, exemption or suspension may be
justified; if they merely destroy the economic equilibrium of the contract, renegotiation and
adaptation are more appropriate; and if the risk was foreseeable and contractually allocated, the
parties should be held to their agreed framework. Ultimately, the legal management of sanctions in
international commercial contracts requires a shift from passive reliance on general doctrines
toward proactive contractual planning, precise risk allocation, flexible performance mechanisms,
and a sophisticated understanding of the interaction between private commercial obligations and
public regulatory constraints.
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