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ABSTRACT

Arbitration is considered one of the most important and widely used methods for resolving international
commercial disputes. Despite the enactment of the International Commercial Arbitration Act in Iran,
numerous obstacles still hinder the enforcement of foreign arbitral awards. These obstacles may arise
from legal gaps and ambiguities, inconsistent judicial practices, broad interpretation of the concept of
public order, as well as political and economic constraints. This study examines the legal foundations and
regulatory framework governing foreign arbitration in Iran, identifies and analyzes the key challenges
and obstacles. Additionally, through a comparative study of leading legal systems and international
standards, solutions and reform proposals are presented to address the existing deficiencies. These
solutions include amending domestic laws, establishing specialized courts for international arbitration
disputes, providing a more precise definition of public order, and enhancing international cooperation
through accession to or more rigorous implementation of global conventions. Ultimately, the study
concludes that overcoming legal and practical barriers in Iran will facilitate foreign trade and investment
and significantly strengthen global confidence in the Iranian legal system.
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EXTENDED SUMMARY
Arbitration is recognized as one of the most effective and widely used mechanisms for resolving

international commercial disputes. In today's globalized economy, the ability to enforce arbitral
awards efficiently is crucial for fostering trust and encouraging cross-border investments. Despite
the enactment of the International Commercial Arbitration Act in Iran, the enforcement of foreign
arbitral awards continues to encounter significant obstacles. These barriers stem from legal
ambiguities, inconsistencies in judicial interpretations, an expansive definition of public order, and
political as well as economic constraints. The present study investigates the legal foundations and
regulatory framework that govern the enforcement of foreign arbitral awards in Iran, identifying and
analyzing the key challenges faced by the Iranian legal system. Through a comparative analysis with
leading legal systems and international standards, the study aims to propose comprehensive reforms
to address the identified shortcomings. The reform proposals include legislative amendments, the
establishment of specialized courts for international arbitration, a more precise definition of public
order, and enhanced international cooperation through rigorous adherence to global conventions
such as the New York Convention. Ultimately, the study emphasizes that overcoming these
challenges will facilitate foreign trade and investment, thereby bolstering global confidence in the
Iranian legal system (Al-Fahdawi & Al-Juboary, 2022; Bashiri & Nouri, 2017).

One of the primary obstacles to the enforcement of foreign arbitral awards in Iran is the inconsistent
and sometimes contradictory judicial interpretations of the concept of public order. The broad and
subjective nature of public order has led to unpredictable judicial decisions, creating uncertainty for
foreign investors and business entities. Iranian courts often apply an expansive definition of public
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order, which goes beyond internationally accepted norms, thereby creating a restrictive environment
for the enforcement of foreign awards (Barbosa & Loreto, 2017; Harris, 2020). This unpredictability
discourages foreign parties from considering Iran as a favorable venue for dispute resolution. A
comparative analysis of successful legal systems, such as those of France, the United Kingdom, and
Switzerland, reveals a more restrictive interpretation of public order, which limits judicial
intervention to cases of fundamental breaches of national values and legal principles. Aligning Iran’s
judicial approach with these best practices will require legal reforms and judicial training to ensure
a more uniform and investor-friendly interpretation of public order.

Another major impediment is the lack of specialized courts and adequately trained judges to handle
international arbitration cases effectively. Unlike jurisdictions with established arbitration-friendly
judicial frameworks, Iran's judiciary lacks the specialized knowledge and expertise required to
interpret complex arbitration laws and international conventions accurately (Fulena & Chittoo, 2023;
Lowe, 2018). Consequently, the enforcement process is often delayed, leading to increased litigation
costs and prolonged uncertainty for the parties involved. The establishment of dedicated arbitration
courts staffed with trained judges is essential for ensuring the effective enforcement of foreign
arbitral awards. Furthermore, Iran's accession to the New York Convention has not yet translated
into consistent and predictable enforcement practices. The absence of clear procedural guidelines
and practical inconsistencies in the application of the convention’s provisions further exacerbate
enforcement challenges. Strengthening judicial capacity through continuous education and
harmonizing domestic legal frameworks with international best practices is crucial to addressing this
issue.

Political and economic factors also contribute significantly to the enforcement challenges faced in
Iran. International sanctions, fluctuating economic policies, and regulatory instability undermine
the effectiveness of the arbitration enforcement framework. Sanctions imposed by foreign
governments have resulted in practical difficulties in executing awards that require financial
transactions with foreign entities (Azaria, 2020; Thomas & Dhillon, 2017). Additionally, economic
fluctuations and bureaucratic inefficiencies create further obstacles, as enforcement procedures
often involve multiple governmental and financial institutions with conflicting regulatory
requirements. Addressing these barriers requires a multi-faceted approach that includes adopting
more transparent and streamlined enforcement mechanisms, enhancing judicial independence, and
fostering greater international cooperation through bilateral and multilateral treaties aimed at
facilitating cross-border enforcement of arbitral awards.

Comparative legal analysis provides valuable insights into how other jurisdictions have successfully
tackled similar enforcement challenges. Countries such as the United Kingdom have established
robust legal frameworks that prioritize arbitration-friendly policies and minimize judicial
intervention, thus fostering a conducive environment for foreign investment (Campbell, 2024;
Reisman et al., 2015). Switzerland’s arbitration system, renowned for its neutrality and efficiency,
offers a clear and consistent set of rules for enforcing foreign awards, supported by a well-trained
judiciary and a comprehensive legal framework (Nahnybida, 2020). By adopting key elements from
these jurisdictions—such as expedited enforcement procedures, clear criteria for public order
exceptions, and judicial specialization—Iran can improve its arbitration enforcement regime and
enhance its attractiveness as a dispute resolution hub in the region.

To address the identified challenges, several reform proposals have been put forth in this study. First
and foremost, legislative amendments are necessary to clarify ambiguities in the enforcement
framework and provide clear guidelines for the recognition and execution of foreign arbitral awards.
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These amendments should align Iran’s domestic legal provisions with international standards, such
as those set out in the UNCITRAL Model Law on International Commercial Arbitration.
Additionally, the creation of specialized arbitration courts with dedicated judges and streamlined
procedures will facilitate more efficient enforcement. Public order exceptions should be narrowly
defined to prevent arbitrary judicial interventions that could undermine the enforcement process.
Finally, increased international cooperation and adherence to enforcement mechanisms under
international conventions will enhance Iran’s credibility in the global arbitration community and
foster a more arbitration-friendly business environment.

In conclusion, the enforcement of foreign arbitral awards in Iran faces a complex interplay of legal,
judicial, economic, and political challenges. Addressing these challenges requires a comprehensive
reform strategy that includes legislative improvements, judicial capacity-building, and enhanced
international cooperation. By implementing these reforms, Iran can position itself as a more reliable
and attractive destination for international arbitration, ultimately contributing to the growth of
foreign trade and investment in the country. The study underscores the importance of aligning Iran’s
arbitration enforcement practices with global standards to foster economic growth and legal
predictability. Further research and policy initiatives should focus on continuous legal
harmonization and the implementation of best practices derived from successful arbitration
jurisdictions.
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