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ABSTRACT

This study undertakes a comparative analysis of the assignment of contracts under the Principles of International
Commercial Contracts, with a specific focus on English and Iranian legal systems. The primary objective of this
research is to identify and analyze the similarities and differences in how these two legal systems approach the issue
of contract assignment. The findings reveal that both systems recognize the assignment of contracts as the transfer
of contractual rights and obligations from one party to a third party. However, there are differences in how this
concept is defined and interpreted. Under English law, the principle of freedom of contract plays a central role in
the assignment process, and the consent of the original contracting parties is of significant importance. In Iranian
law, despite the absence of explicit and comprehensive statutory regulations on the subject, judicial practice and
legal doctrine have gradually moved toward recognizing and accepting this legal mechanism. The assignment of a
contract creates various legal consequences for both the original parties and the third party. In English law, the
third party becomes the legal successor to the assignor, inheriting all contractual rights and obligations. In contrast,
the effects of contract assignment under Iranian law remain somewhat ambiguous and require more thorough
examination. Both legal systems impose limitations on the assignment of contracts. These limitations include
considerations such as the personal nature of the contract, statutory prohibitions, and the agreement of the original
contracting parties. In both legal systems, the will of the parties plays a significant role in the validity and
enforceability of the assignment.
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EXTENDED SUMMARY
The assignment of contracts has emerged as a central issue in international commercial law,

especially where complex business transactions require the transfer of contractual obligations and
rights across parties, jurisdictions, and regulatory systems. In this context, the comparative
examination of English and Iranian legal systems—both grounded in divergent traditions, namely
common law and civil law informed by Islamic jurisprudence—offers a unique window into the
underlying legal philosophies shaping contract transferability. English law, with its commitment to
the principle of freedom of contract, accommodates assignments through well-established
mechanisms such as “assignment of rights” and “novation,” contingent on party consent. Iranian
law, by contrast, lacks explicit legislative frameworks on contract assignment, though its judiciary
and legal scholarship have gradually embraced analogous concepts, notably through interpretation
of general civil law principles and Islamic jurisprudence. Both systems acknowledge the assignment
of contracts as the transfer of both rights and obligations from an assignor to an assignee, although
their legal theories, procedural requirements, and terminological distinctions differ. For instance,
English courts distinguish between legal and equitable assignments, each with specific formalities
and third-party notification protocols (Beale, 2020), while in Iranian practice, jurists debate whether
assignment constitutes novation or a sui generis legal category (Kashani, 2019; Katouzian, 2021). The
UNIDROIT Principles of International Commercial Contracts add a third normative layer,
advocating a uniform standard that emphasizes contractual freedom, party consent, and third-party
protection (Bonell, 2019), and have increasing influence in international arbitration. Thus,
assignment remains a multidimensional legal construct shaped by intersecting norms of domestic
law, transnational principles, and commercial practice.

To understand the nuances of contract assignment, it is essential to distinguish it from related legal
constructs such as novation, delegation of performance, and assignment of claims. Each concept
involves the transfer or modification of contractual relationships but differs in legal consequence,
party obligations, and required consent. For example, novation entails the extinguishment of an
existing obligation and its replacement with a new one involving a new party, typically requiring
trilateral consent and resulting in a completely new contractual relationship (McKendrick, 2020).
Delegation, on the other hand, merely involves transferring performance without discharging the
original obligor, leaving the delegator liable for performance breaches (Abdollahi Nejad et al., 2016).
Assignment of claims, often unilateral, involves transferring only the creditor's right without
affecting the obligor’s obligations and generally does not require the debtor's consent unless
contractually restricted (Bahraini, 2021). By contrast, the assignment of a contract entails the transfer
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of both rights and obligations, often necessitating the consent of all original parties, particularly
when obligations are non-delegable or tied to personal attributes. These doctrinal boundaries serve
a critical function in both English and Iranian jurisprudence, affecting how courts interpret transfers
and whether they preserve or alter the contractual nexus. Iranian scholars emphasize that
assignment must not undermine the essence of the original contract or bypass essential legal
conditions of consent and capacity (Katouzian, 2021), while English practice leans on interpretive
fidelity to expressed party intent and commercial reasonableness.

The legal foundation for contract assignment in Iranian law is both fragmented and evolving. The
Iranian Civil Code does not explicitly regulate assignment of contracts, but Article 10 enshrines the
principle of contractual freedom, allowing parties to structure agreements provided they do not
contravene public order or specific statutory provisions (Abdollahi Nejad et al., 2016). This provision,
along with jurisprudential support from Shia Islamic sources and modern legal commentary, has
enabled Iranian courts to accept assignments in practice, particularly in construction and franchise
agreements where operational or financial exigencies necessitate third-party substitution
(Moghadam, 2007). Nevertheless, Iranian judicial decisions reveal inconsistencies regarding the legal
effect of assignment, especially concerning residual liabilities of the assignor and the standard for
determining third-party consent. In some rulings, silent acquiescence was deemed sufficient, while
others demanded written, explicit consent. These discrepancies stem from differing views on
whether assignment constitutes novation, a contract between three parties, or merely an execution
of the principle of contractual autonomy. The absence of comprehensive codification has compelled
courts and commentators to draw analogies from concepts such as conversion of obligation and
general transfer of rights (Kashani, 2019), yet the lack of consistent doctrinal application creates legal
uncertainty, particularly in disputes involving international parties or high-value commercial
ventures.

Conversely, English law offers a more structured and predictable approach to contract assignment,
rooted in the distinction between assignment of rights and novation. Legal assignment requires
written notice to the obligor and compliance with the Law of Property Act 1925, thereby offering legal
enforceability in the assignee's name. Equitable assignment, though valid, suffers from evidentiary
and enforceability limitations. Importantly, while rights may be freely assignable, obligations are not
unless a novation is executed with the consent of all parties involved (Bridge, 2016). English courts
have consistently upheld non-assignment clauses in commercial contracts, though they scrutinize
whether such clauses preclude only the assignment of rights or also obligations (Chitty, 2015). In
high-stakes industries such as construction, information technology, and finance, English courts
have clarified the contours of assignment through landmark rulings and interpretive precision. For
example, the Linden Gardens case emphasized the enforceability of non-assignment clauses and the
potential invalidity of assignments made in contravention of such clauses. In technology contracts,
courts focus on whether the personal nature of performance impedes assignment. The cumulative
result is a robust framework that balances contractual autonomy, third-party protection, and the
sanctity of mutual consent—one that could inform reforms in jurisdictions like Iran grappling with
assignment’s doctrinal ambiguities.

The UNIDROIT Principles represent a significant effort to harmonize and modernize international
commercial contract law, including provisions on contract assignment. These principles explicitly
recognize the assignment of rights, transfer of obligations, and assignment of contracts, stipulating
that assignment of obligations or entire contracts requires the consent of the other party, unless that
party has implicitly or explicitly waived such a requirement (Bonell, 2019). The principles uphold the
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freedom of contract while simultaneously protecting the legitimate expectations of the non-assigning
party. For example, assignments should not adversely affect the legal or economic position of the
third party, especially where the new obligor lacks financial or technical capacity. The UNIDROIT
approach aligns more closely with English legal thought than with Iranian practice, particularly in
its emphasis on clarity, predictability, and third-party impact assessments. Moreover, these
principles are increasingly referenced in international arbitration settings, where parties seek
neutral, commercially oriented standards. In such forums, the evidentiary threshold for proving
third-party consent can be more flexible, with arbitrators recognizing implied consent or course-of-
dealing practices. This international perspective provides a useful benchmark for both legal systems
under analysis and suggests potential avenues for Iranian law to align with transnational norms in
order to promote commercial certainty and dispute resolution efficacy.

Beyond doctrinal and procedural distinctions, the assignment of contracts has significant economic
implications, particularly in the facilitation of international trade, project finance, and risk
management. In capital-intensive sectors like infrastructure, oil and gas, and technology transfer,
contract assignments allow firms to monetize receivables, allocate risk, and adapt to market
fluctuations. For instance, a contractor might assign its right to receive future payments to a bank in
exchange for immediate liquidity, thereby funding ongoing operations or expansion. Similarly, risk
can be distributed through delegation or subcontracting arrangements, provided legal frameworks
permit such mechanisms. While English law fully supports these arrangements within defined
parameters, Iranian law’s lack of statutory clarity can introduce friction, uncertainty, and increased
transaction costs. Moreover, the absence of specialized judicial forums for commercial disputes may
impede the swift enforcement of assignment agreements. Notably, both legal systems recognize the
risk of credit default by assignees, underscoring the need for due diligence and contractual
safeguards such as performance guarantees. Transactional complexity, legal uncertainty, and
regulatory limitations can, however, offset the economic benefits of assignment unless addressed
through targeted reforms and legal harmonization efforts. In this light, enhancing the legal
infrastructure for assignments in Iran could unlock new channels for foreign investment and cross-
border collaboration.

In conclusion, the assignment of contracts remains a vital yet variably regulated component of
commercial law across legal systems. While English law provides a coherent, practice-oriented
structure balancing flexibility and certainty, Iranian law—despite doctrinal support from principles
such as contractual freedom and jurisprudential evolution—still requires comprehensive codification
to mitigate ambiguity and enhance reliability. The UNIDROIT Principles serve as an exemplary
model for transnational alignment, particularly in arbitration contexts. The practical and economic
advantages of contract assignment underscore the need for clear, enforceable, and adaptable legal
mechanisms that reflect commercial realities and foster international integration. Hence, ongoing
legal development, judicial consistency, and comparative learning are essential for optimizing the
role of contract assignments in a globalized economic environment.
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