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ABSTRACT

The principle of autonomy of will, as one of the fundamental principles of contract law, allows the parties to a contract
to freely make decisions regarding the conclusion, stipulation of terms, and execution of the contract within the
framework of the governing laws. This principle, rooted in liberal thought and jurisprudential doctrines such as the
rule of "al-nas musallatin ‘alda amwalihim" (people have dominion over their property), plays a pivotal role in oil
contracts, which are considered among the most complex and significant types of international agreements. Qil
contracts are typically concluded between states, as the owners of underground resources, and large multinational
corporations, as investors and operators of exploration and extraction activities. Despite the prominent status of the
principle of autonomy of will, its implementation in oil contracts faces numerous limitations. The most significant of
these include mandatory rules, public order, public ownership of natural resources, environmental requirements,
energy security considerations, and obligations arising from international treaties and regulations. This study,
employing a descriptive-analytical method and a comparative legal approach, first explores the theoretical
foundations and historical background of the autonomy of will in both domestic and international law. It then
elaborates on the role of this principle in the formulation of oil contracts and proceeds to analyze its limitations within
the Iranian legal system, while comparing it with the legal systems of France and Germany. Findings indicate that
although contractual freedom is a recognized principle in all legal systems, in the domain of oil, due to the sovereign,
economic, and environmental significance of this resource, it is invariably accompanied by binding frameworks and
constraints. Finally, the study proposes strategies for creating a balance between contractual freedom and legal,
political, and environmental considerations, in order to both safeguard national interests and facilitate the attraction
of investment and the development of international cooperation.
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EXTENDED ABSTRACT
The principle of autonomy of will, regarded as

a cornerstone of modern contract law, plays a
fundamental role in shaping contractual
relationships, particularly in sectors that
demand complex legal frameworks, such as
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the oil industry. Historically grounded in
liberal legal philosophies and Islamic
jurisprudence—through doctrines such as "al-
nas musallatin ‘ala amwalihim" (people have

dominion over their property)—this principle
provides contracting parties with the authority
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to freely determine the formation, content,
and execution of their agreements within the
bounds of mandatory rules and public order.
In the Iranian legal framework, Article 10 of
the Civil Code explicitly affirms the validity of
private contracts unless they contravene
explicit legal provisions. This article parallels
concepts found in French and German civil
law systems, such as France’s Article 1102 of
the Civil Code and Germany’s BGB Sections
305 and 311, both of which uphold the right of
individuals to contract freely while respecting
overarching legal constraints (Molfessis, 2010;
Najafi, 1991; Schmidt, 2015). In the context of
oil  contracts—characterized by  their
transnational nature, long duration, and
substantial ~ financial = commitments—the
principle of autonomy of will becomes
essential. Yet, it is simultaneously restricted by
overriding considerations such as national
sovereignty, public resource ownership, and
environmental sustainability (Stone, 2008).

The theoretical underpinnings of contractual
freedom show a clear trajectory from rigid,
formalistic regimes to modern legal systems
that emphasize voluntarism and party intent.
In international private law, autonomy of will
facilitates the selection of governing law,
dispute resolution mechanisms, and other
vital contractual elements, particularly
relevant when parties originate from differing
jurisdictions (Schwenke, 2016; Treitel, 2007).
Oil contracts exemplify the intersection of
private autonomy and public interest. In Iran,
contracts such as buy-back agreements and
the newer Integrated Petroleum Contracts
(IPCs) reflect the limited contractual freedom
afforded to investors under the overarching
state ownership of natural resources, as
mandated by Article 45 of the Constitution. In
contrast, France permits more investor
flexibility, though with substantial regulatory
oversight, especially regarding taxation and
environmental compliance (Akhlaqgi, 2014;
Chevalier, 2012). Germany allows broader

autonomy in international dealings but
imposes  stringent  sustainability = and
environmental requirements domestically and
through EU directives. These differences
underscore how legal systems temper
autonomy with public policy imperatives,
balancing contractual liberty with socio-
environmental accountability.

A comparative legal analysis reveals that while
autonomy of will is universally recognized, its
practical scope in oil contracts is shaped by
statutory and policy-imposed limitations. In
France, for instance, despite the permissibility
of concession and production-sharing
agreements (PSCs), strict environmental and
tax regulations serve as checks on contractual
content (Molfessis, 2010). Germany, with
limited domestic hydrocarbon production,
actively engages in international oil projects
where autonomy is high, but insists on
contractual compliance with environmental
norms and EU development goals (Schwenke,
2016). In Iran, however, contractual models
are heavily influenced by state control over
resources, with minimal investor discretion
regarding critical aspects such as operational
control and profit-sharing (Ministry of
Petroleum, 2019a). These jurisdictional
distinctions are not merely legal technicalities;
they reflect deeper ideological, economic, and
strategic priorities that influence how states
manage their extractive industries. Moreover,
mandatory rules such as jus cogens norms and
national public policy further restrict the
ability of parties to freely structure their
agreements, especially in relation to labor
rights, environmental protection, and
equitable resource utilization (United Nations
Environment Programme, 2019).

Limitations to autonomy of will in oil contracts
are both legal and practical. Jus cogens norms,
public order regulations, and international
treaties on climate change and sustainable
development collectively curtail the scope of
party autonomy. In Iran, specific limitations



arise from Islamic constitutional principles
that allocate ownership of oil and gas
resources to the state. Consequently, the
government retains significant discretion over
contract duration, fiscal terms, and
operational modalities (Akhlaqi, 2014).
Similarly, international instruments and
national  environmental laws impose
obligations on contracting parties to mitigate
ecological harm, implement green
technologies, and ensure post-extraction land
reclamation (United Nations Environment
Programme, 2019). These constraints are often
reflected in standard contractual clauses on
environmental performance, labor standards,
and  corporate  social  responsibility.
Furthermore, national energy security policies
frequently  stipulate = domestic  market
obligations, strategic reserves, and export
limitations, further eroding the autonomy of
international o0il companies (IOCs) in
determining the destination and volume of
extracted resources (Molfessis, 2010).

The practical implications of restricted
contractual freedom manifest in numerous
challenges. Among them are conflicts between
IOCs’ economic objectives and host states’
sovereign interests, unpredictable legislative
reforms, international sanctions, and
divergent interpretations of bilingual or
multilingual contracts. These challenges
complicate the negotiation, execution, and
enforcement of oil agreements, necessitating
the inclusion of legal mechanisms such as
stabilization clauses and hardship clauses to
safeguard contract stability and adaptability
(Schmidt, 2015). For instance, political or
economic crises may prompt governments to
unilaterally alter contractual terms, invoking
national interest or force majeure. Such
changes often lead to costly litigation or
arbitration, eroding trust between parties and
discouraging further investment. Additionally,
international sanctions—such as those faced
by Iran—can invalidate otherwise valid

contracts by impeding payments, technology
transfer, and service delivery, thus increasing
the risk premium for foreign investors (World
Bank, 2018). Dispute resolution mechanisms,
particularly international arbitration through
institutions like ICSID or ICC, play a crucial
role in mitigating these risks by offering
neutral forums for addressing grievances and
enforcing awards.

To reconcile autonomy of will with legal and
policy constraints, several legal tools and
strategies have been proposed. Stabilization
clauses can preserve the economic equilibrium
of long-term contracts by insulating them
from adverse legislative changes. Hardship
clauses provide a flexible response to severe
economic or technical disruptions, enabling
renegotiation of terms without resorting to
contract termination (Schmidt, 2015).
Furthermore, standardized yet adaptable
contractual models, which integrate precise
definitions, robust dispute resolution
mechanisms, and clear environmental
obligations, can enhance predictability and
reduce transaction costs. The wuse of
international arbitration clauses, particularly
those involving ICSID or LCIA, provides
additional assurance for foreign investors
concerned about judicial impartiality or
political interference. These tools collectively
facilitate a more predictable investment
climate, thereby aligning the commercial
interests of private actors with the regulatory
prerogatives of host states. They also serve to
promote legal harmonization and good
governance in resource management, which
are crucial for sustainable development and
cross-border energy cooperation.

In conclusion, while the principle of autonomy
of will remains a foundational element in oil
contract law, its exercise is invariably
moderated by overriding considerations of
sovereignty, environmental protection, energy
security, and public welfare. The Iranian legal
system, as compared to those of France and
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Germany, demonstrates a more restrictive
application of this principle, owing to
constitutional and political imperatives that
prioritize state control and national resource
sovereignty. By contrast, European
jurisdictions,  while allowing  greater
contractual flexibility, still impose significant
obligations through regulatory instruments
and policy frameworks. A nuanced approach
that integrates flexible legal mechanisms with
binding sustainability and governance
standards offers the most viable pathway for
reconciling contractual freedom with public
accountability. The development of model
contracts, incorporation of stabilization and
hardship clauses, and reliance on
international dispute resolution mechanisms
are all essential steps in fostering a balanced
legal environment conducive to investment,
cooperation, and long-term stability in the
global oil industry.
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