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ABSTRACT
The ethical principle of good faith and fair dealing, although relatively, implicitly, or explicitly recognized in the

legal systems of most countries, has occasionally been neglected, making it necessary to examine its influence in the
formation and execution of civil obligations. Accordingly, the aim of the present article is to analyze the influence
of the ethical principle of good faith and fair dealing in the formation and execution of civil obligations. This study
is descriptive-analytical and utilizes a library-based research method to explore the subject. The findings indicate
that although good faith originates from an individual's intent and has a personal aspect, in practice—particularly
in contracts—it is of great importance and assumes an objective dimension that can impact economic and social
security. Therefore, its governance in the contractual process is essential. Good faith and fair dealing, as a binding
and obligatory principle, entail commitments and duties for the parties throughout the formation, execution, and
legal enforcement of contractual obligations. Today, this principle has gained significant importance and an
increasingly influential role in contract law and transactions. The application of modern contract law theories—such
as the duty to cooperate, the duty of honesty, and the duty of confidentiality, among many others that are all
manifestations of good faith and fair dealing—will yield beneficial outcomes.
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EXTENDED SUMMARY
The ethical principle of good faith and fair dealing has been recognized to varying extents across

different legal systems; however, its application and enforcement have often been overlooked. This
study aims to explore the impact of this principle in the formation and execution of civil obligations,
emphasizing its role as a fundamental ethical and legal standard. Good faith, rooted in an individual's
intent, carries a subjective aspect; however, in legal and contractual contexts, it assumes an objective
dimension that significantly influences economic and social security. The present study employs a
descriptive-analytical method, utilizing a library-based research approach to analyze the subject
comprehensively.

In contract law, good faith and fair dealing act as binding principles that create obligations and
responsibilities for both parties throughout the entire contractual lifecycle, from formation to
execution and enforcement. The application of modern contract law theories, such as the duty to

YYv




0 g Byt 9 3l 5 Ao J58) § 2y DISH SrclE 3o

cooperate, honesty, and confidentiality, provides practical outcomes that enhance fairness and
transparency in contractual relations. Despite its recognized significance, the lack of a clear legal
framework governing good faith and fair dealing in many jurisdictions creates challenges in
achieving contractual justice and economic stability (Katouzian, 1998, 2008; O'Conner, 1990). The
principle plays a crucial role in ensuring that parties do not exploit one another through deceit, fraud,
or opportunistic behavior, which can undermine trust and lead to contractual disputes (Rahpeik,
1999).

The integration of good faith into the contract formation process serves as a preventive measure
against opportunistic behaviors such as misrepresentation, coercion, and unfair advantage-taking.
This principle demands that parties enter negotiations with honesty and transparency, avoiding
actions that could mislead or harm the other party (Schlechtriem & Thomas, 1998). The European
Principles of Contract Law and various international legal instruments have emphasized good faith
as an essential component of fair dealing. However, its enforcement and interpretation vary across
legal systems, often leading to inconsistencies in application (Rajski, 1985). Within the Iranian legal
framework, while there is no explicit mention of good faith, various legislative provisions imply its
importance, particularly in areas such as contract negotiation and performance (Mousavi Khomeini,
1995).

The role of good faith in contract execution is particularly evident in cases involving long-term
agreements where changing circumstances may impact the feasibility of obligations. Parties are
expected to act reasonably and adjust their behaviors to uphold the spirit of the contract, ensuring
mutual benefit and avoiding undue hardship. This aligns with the principles of distributive and
commutative justice, which seek to balance the interests of contracting parties equitably (Tetley,
2004). In Iranian law, the principle of "no harm" (la darar) and other related doctrines provide a
foundation for the application of good faith, reinforcing its moral and ethical dimensions (Horr
Ameli, 1988). The courts, however, face challenges in interpreting and enforcing these principles in
the absence of explicit statutory provisions.

From a comparative perspective, legal systems such as those of France and Germany have
incorporated good faith as a statutory requirement in their civil codes, reflecting its fundamental
importance in contractual relations (Bianca & Bonell, 1995). In contrast, common law jurisdictions,
such as the United States and the United Kingdom, have traditionally been reluctant to recognize
good faith as a general duty, instead opting for specific duties implied by law in certain contracts
(O'Conner, 1990). The lack of uniformity in the application of good faith principles globally highlights
the need for greater harmonization and legal certainty, especially in cross-border transactions where
differing interpretations can lead to conflicts (Schlechtriem & Thomas, 1998).

Despite the significant theoretical and practical benefits of good faith and fair dealing, challenges
remain in its consistent implementation. One of the primary obstacles is the subjective nature of
good faith, which can lead to differing interpretations by courts and arbitrators. Additionally, the
lack of explicit statutory provisions in some jurisdictions creates uncertainty regarding its
enforceability. Addressing these challenges requires a concerted effort from legislators, legal
practitioners, and scholars to develop clearer guidelines and frameworks for the application of good
faith in contractual relations (Katouzian, 1998). The role of judicial interpretation is also crucial in
shaping the practical application of this principle, ensuring that it aligns with contemporary
economic and social needs (Ghanavati, 2010).

In conclusion, the ethical principle of good faith and fair dealing plays a vital role in contract law by
fostering fairness, transparency, and mutual respect among contracting parties. Its recognition as a
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binding principle imposes obligations that enhance contractual stability and economic security.
However, to maximize its effectiveness, it is necessary to establish clearer legal frameworks, promote
its consistent application across jurisdictions, and raise awareness of its importance among
contracting parties. Future research should focus on examining the practical implications of good
faith in different legal systems and developing standardized approaches that can be adopted at
national and international levels. The enforcement of good faith principles not only benefits
individual parties but also contributes to broader economic and social stability, making it a
cornerstone of modern contract law.
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