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ABSTRACT

Contract interpretation is one of the most fundamental issues in contract law, situated at the intersection of party autonomy,
legal certainty, contractual justice, and commercial efficiency. The central issue in this field is determining a valid criterion for
ascertaining the meaning of a contract and reconstructing the scope of the parties’ obligations. In legal scholarship, this criterion
is generally formulated through two principal approaches: the subjective approach, which is based on the parties’ actual
intention, and the objective approach, which is based on the apparent terms of the contract and the understanding of a
reasonable person. The significance of this issue has increased in contemporary legal systems because contracts are no longer
merely simple instruments of exchange; rather, they operate within complex commercial, investment, transportation,
technological, and transnational trade relationships. Accordingly, their interpretation cannot be confined solely to traditional
rules centered on literal wording or subjective intention. Using a descriptive-analytical method and a critical-comparative
approach, the present study examines the theoretical foundations, practical criteria, and evolving trends in contract
interpretation within three major legal frameworks: Iranian law, English law, and the UNIDROIT Principles of International
Commercial Contracts. The findings indicate that, despite its theoretical reliance on the primacy of intention and its emphasis
on the intention to create legal effects and the parties’ actual intention, Iranian law is compelled, at the stages of application and
proof, to resort to the apparent meaning of contractual language, custom and usage, contextual indications, and the
circumstances surrounding the transaction. By contrast, English law originated in a tradition of objectivism and the primacy of
the external manifestation of intention but has progressively evolved toward a form of contextual textualism that takes account
of commercial common sense, background knowledge, and the parties’ legitimate expectations. The UNIDROIT Principles
likewise adopt a two-stage model: they first regard the parties’ actual common intention as decisive and, where such intention
cannot be established, resort to the standard of a reasonable person of the same kind as the parties in the same circumstances.
The article ultimately concludes that, notwithstanding their different foundational premises, all three systems are moving toward
a form of contextual and functional objectivism, under which the contractual text, the context of formation, trade usages, good
faith, and the economic rationale of the contract collectively shape the ultimate meaning and scope of contractual obligations.
This convergence may provide a basis for reconsidering the model of contract interpretation in Iranian law and for strengthening
the coherence and consistency of judicial practice in contractual disputes.
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EXTENDED SUMMARY
Contract interpretation constitutes one of the most fundamental and theoretically contested areas of
contract law because it lies at the intersection of party autonomy, legal certainty, contractual justice,
commercial efficiency, and the institutional role of courts in determining the scope of private
obligations. A contract is not merely a collection of written or oral words but a legally structured
relationship formed within a particular social, economic, professional, and transactional context.
Consequently, interpretation cannot be reduced to the literal reading of contractual expressions;
rather, it involves identifying the juridical meaning of the parties’ agreement, determining the scope
of their obligations, resolving ambiguities, addressing contractual silence, and reconciling the
stability of transactions with fairness in individual cases. The central theoretical controversy
concerns the criterion by which contractual meaning should be established. Under the subjective
approach, priority is given to the parties’ actual and internal intention, and contractual language is
treated primarily as evidence of that intention. Under the objective approach, by contrast, priority is
accorded to the meaning that a reasonable person, situated in the relevant circumstances, would
attribute to the parties’ words and conduct. Iranian private-law scholarship has traditionally
emphasized the constitutive role of intention in the formation and operation of contracts, reflecting
both the principle of autonomy of will and the jurisprudential proposition that juridical acts derive
their legal force from genuine intention rather than from formal expressions alone (Safaei, 2024;
Shahidi, 2024). At the same time, Iranian doctrine has long recognized that internal intention cannot
operate independently of external manifestation, because legal certainty and evidentiary
requirements demand reliance on language, conduct, custom, and other objectively ascertainable
indications (Bigdeli & Maleki, 2012; Mousavi Bojnourdi & Malihi, 2015). This tension between internal
will and external manifestation provides the theoretical foundation for the present comparative

inquiry.

The present study adopts a descriptive-analytical, critical, and comparative method to examine the
theoretical foundations, interpretive criteria, and evolving tendencies of contract interpretation in
Iranian law, English law, and the UNIDROIT Principles of International Commercial Contracts.
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These three frameworks were selected because they represent distinct yet increasingly convergent
traditions. Iranian law is substantially influenced by Imami jurisprudence and civil-law conceptions
that place genuine intention at the center of contractual formation and interpretation; English law
represents a historically objective common-law tradition emphasizing the outward manifestation of
assent, transactional reliability, and the reasonable understanding generated by contractual words
and conduct; and the UNIDROIT Principles offer a transnational model intended to reconcile
different legal traditions in the context of international commercial relations. The analysis is based
on statutory provisions, doctrinal writings, internationally recognized principles, and prominent
interpretive approaches. Within Iranian law, particular attention is paid to the conceptual
relationship between intention and expression, as well as to the interpretive relevance of customary
meanings and implied contractual effects. Iranian legal doctrine confirms that contractual
expressions cannot be detached from the intention they are intended to communicate, but it also
recognizes that the ascertainment of such intention necessarily occurs through objective evidence
(Safaei & Emami, 2020; Shahidi, 1997). The distinction between apparent and internal will has
therefore remained a recurring doctrinal issue, especially where the apparent meaning of a
declaration conflicts with an alleged subjective intention (Bigdeli & Maleki, 2012). Similarly, the
broader distinction between subjective and objective theories in private-law reasoning demonstrates
that contemporary contract law cannot rely exclusively on either psychological intention or formal
external expression without undermining either individual autonomy or transactional security
(Sadeghi Moghadam & Shokouhizadeh, 2010). The comparative method thus seeks not merely to
identify formal differences among the three frameworks but also to determine whether their practical
interpretive methodologies reveal a deeper functional convergence.

The findings regarding Iranian law indicate that, although the legal system is theoretically grounded
in the primacy of intention, its practical operation reveals a substantial dependence on objective and
contextual criteria. The Civil Code treats the intention to create legal effects as a constitutive element
of contractual formation, thereby confirming that external words and conduct are not themselves
sufficient unless they express a genuine juridical intention. This orientation is consistent with the
broader Iranian doctrinal understanding of contracts as voluntary juridical acts whose validity and
legal consequences depend upon the concurrence of authentic wills (Safaei, 2024; Shahidi, 2024).
Nevertheless, this subjective foundation is significantly qualified by evidentiary and interpretive
rules. The use of customary meanings in interpreting contractual language and the legal
incorporation of matters established by custom demonstrate that Iranian law does not treat
subjective intention as an independently verifiable fact. Instead, it presumes that parties ordinarily
employ words in their conventional meanings and contract against the background of established
practices and usages. Therefore, where no reliable evidence establishes a special shared meaning,
the interpreter must rely on ordinary linguistic usage, trade practice, surrounding circumstances,
and other externally verifiable indicators. This produces what may be described as “subjectivism
constrained by objective evidence.” Iranian scholarship has similarly emphasized that contractual
interpretation seeks to discover the parties’ genuine common intention but that such discovery must
proceed through reliable indications rather than through unverifiable individual assertions (Safaei &
Emami, 2020; Shahidi, 1997). Theoretical discussions of apparent and internal will also demonstrate
that an excessive preference for undisclosed intention would jeopardize legitimate reliance and
undermine the stability of contractual relations (Bigdeli & Maleki, 2012; Mousavi Bojnourdi & Malihi,
2015). From a critical perspective, however, Iranian law still lacks a sufficiently explicit hierarchy
among contractual text, custom, preliminary negotiations, subsequent conduct, commercial
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purpose, and other interpretive evidence. This absence of a structured methodology may contribute
to inconsistency in judicial reasoning and to uncertainty regarding the relative weight that should be
attributed to subjective and objective indicators.

The comparative analysis of English law and the UNIDROIT Principles reveals alternative
approaches that illuminate both the strengths and limitations of the Iranian model. English contract
law has traditionally proceeded from an objective conception of agreement according to which legal
obligations are determined by the meaning reasonably conveyed through the parties’ external
expressions rather than by their undisclosed psychological states. This orientation reflects the
importance of reliance, predictability, and commercial security in common-law contract doctrine.
Nevertheless, modern English interpretation has moved beyond strict literalism toward a more
contextual method in which contractual language is understood against the relevant factual
background, commercial purpose, and the knowledge reasonably available to the parties. The central
tendency is therefore not a rejection of objectivity but a transformation from textual objectivism into
contextual objectivism. Such development is conceptually comparable to the distinction recognized
in Iranian scholarship between external manifestation as a reliable legal criterion and internal will
as the ultimate normative source of contractual obligation (Bigdeli & Maleki, 2012; Sadeghi
Moghadam & Shokouhizadeh, 2010). The UNIDROIT Principles adopt an even more explicit two-
stage structure. They first prioritize the parties’ actual common intention when it can be established
and, where such intention cannot be ascertained, adopt an objective standard based on the
understanding of reasonable persons of the same kind in the same circumstances. This formulation
attempts to reconcile respect for genuine agreement with the requirements of certainty and
commercial practicability. It is particularly significant that the UNIDROIT framework permits
consideration of a broad range of contextual factors, including preliminary negotiations, practices
established between the parties, subsequent conduct, the nature and purpose of the contract,
relevant trade usages, and standards of good faith and fair dealing. Such an approach is compatible
with the broader proposition that contractual intention is not an abstract psychological fact but a
juridically relevant intention reconstructed through evidence situated within a transactional context
(Nikbakht, 2004; Shahidi, 2021). The comparison therefore demonstrates that the main distinction
among the systems concerns less the ultimate necessity of contextual interpretation than the point
from which interpretive reasoning begins and the hierarchy assigned to different forms of evidence.
The study further finds that contemporary contract interpretation in all three frameworks is moving
toward a model that may be characterized as contextual and functional objectivism. Under this
model, contractual text remains indispensable, but it is neither treated as self-sufficient nor
displaced by unverifiable claims concerning subjective intention. Instead, meaning is reconstructed
through the interaction of language, surrounding circumstances, established usage, commercial
purpose, the structure of the transaction, the parties’ legitimate expectations, and, where legally
admissible, their prior and subsequent conduct. This development reflects a broader shift in contract
law from abstract debates over the metaphysical priority of will or expression toward the functional
question of how courts can identify the most legally justified meaning of an agreement while
preserving both autonomy and predictability. Iranian private-law doctrine already contains
conceptual resources for such a development. The emphasis on authentic intention may protect
parties against the imposition of obligations they never genuinely assumed, while the recognition of
conventional meanings, custom, and objective evidence protects transactional reliance and legal
certainty (Safaei, 2024; Shahidi, 2024). Similarly, analyses of innominate and privately constructed
contractual arrangements illustrate the importance of examining the actual economic and juridical
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function of an agreement rather than confining analysis to rigid formal classifications (Zaker Salehi,
2002). The principal challenge for Iranian law is therefore not the absence of interpretive tools but
the lack of an explicit and coherent framework governing their interaction. A more systematic
approach could establish contractual language as the initial evidentiary reference point, permit
contextual materials to clarify ambiguity and reconstruct shared intention, accord significant weight
to trade custom and established practices, and employ the reasonable-person standard to prevent
opportunistic reliance on undisclosed subjective meanings. Such a framework would not require
abandonment of the principle of genuine intention; rather, it would translate that principle into a
judicially manageable methodology capable of functioning effectively in complex contemporary
transactions (Safaei & Emami, 2020; Shahidi, 1997).

In conclusion, the comparative examination demonstrates that Iranian law, English law, and the
UNIDROIT Principles, despite their different theoretical starting points, increasingly converge
around an interpretive model in which contractual meaning is produced through the interaction of
text, context, commercial purpose, custom, and objectively ascertainable expectations. Iranian law
begins from the primacy of genuine intention but necessarily relies on external indications to identify
and prove that intention; English law begins from objective manifestation but has progressively
incorporated broader contextual and commercial considerations; and the UNIDROIT Principles
expressly combine both approaches through a hierarchical model that prioritizes actual common
intention and subsequently applies a reasonable-person standard. The most significant lesson for
Iranian contract law is therefore the need to move from an implicit and occasionally inconsistent
combination of subjective and objective reasoning toward a more articulated contextual
methodology. Such an approach should preserve contractual text as the primary point of reference
while allowing courts to consider the circumstances of formation, established practices, trade usages,
the economic purpose of the transaction, and other reliable contextual evidence in determining the
legally justified meaning of the agreement. At the same time, it should prevent unsupported
allegations of undisclosed intention from destabilizing commercial relations. Developing a
structured standard based on the perspective of a reasonable person situated within the same
contractual context could improve judicial consistency, reduce contradictory interpretations,
enhance predictability, and strengthen confidence in contractual enforcement. More broadly, such a
reform would enable Iranian contract law to retain its doctrinal commitment to genuine intention
while responding more effectively to the realities of sophisticated domestic and international
transactions, thereby achieving a more sustainable balance among party autonomy, legitimate
reliance, legal certainty, contractual fairness, and commercial efficiency.
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