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Abstract

Given the differing views on the legal nature of composition
agreements and collective bargaining agreements, together
with the ambiguity surrounding the rules governing their
dissolution, an important question arises as to whether the
intention of one party, or the mutual intention of both parties,
may, beyond the cases expressly provided for by law, bring
about the dissolution of such legal relationships. In
addressing this question, the present study examines the
principal doctrinal approaches relating to the legal nature of
these institutions and ultimately adopts the view that both
composition  agreements and collective  bargaining
agreements should be regarded as contractual in nature and as
two prominent examples of collective agreements within
Iranian law. On this basis, the article argues in favor of the
applicability, mutatis mutandis, of the general rules governing
contractual dissolution to these agreements. The study further
demonstrates that, due to the distinct juridical foundations
underlying each ground for voluntary dissolution and the
differing legal analyses concerning the relationship between
the rights of the parties and those of third persons, each
mechanism of dissolution must be examined independently.
In this regard, the article concludes that the statutory grounds
for termination of composition agreements are not limited
solely to the cases expressly stipulated by law. Rather, all
legally recognized options of rescission (khiyarat) may, where
their legal conditions are satisfied, serve as valid grounds for
terminating a composition agreement. Nevertheless, the study
maintains that no voting threshold short of unanimous
consent among creditors should be considered sufficient to
validate such rescission. Furthermore, termination of a
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composition agreement on the basis of an optional condition (khiyar al-shart), a
resolutory condition (shart-e fasikh), or rescission by mutual consent (iqalah) should
not be regarded as legally valid, irrespective of any majority approval. Collective
bargaining agreements, however, are not subject to the same restrictions. Provided
that the will of the syndicate or labor union is exercised in accordance with its
internal regulations and governing procedures, such intention may validly operate
through any of the recognized mechanisms of voluntary dissolution and thereby
bring about the termination of the collective agreement.
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Extended Abstract

Composition agreements and collective bargaining agreements remain two
prominent examples of collective agreements within the Iranian legal system.
Characterizing these institutions as contracts carries significant legal consequences
and gives rise to a range of doctrinal and practical questions. The ambiguity
surrounding the rules governing the annulment and dissolution of collective
agreements, together with the existence of divergent views concerning their legal
nature, has generated considerable uncertainty in Iranian legal scholarship.
Questions therefore arise as to whether one party to a collective agreement may
unilaterally terminate the agreement, whether the intention of only some members
on one side of the contractual relationship, such as certain creditors in a composition
agreement or certain workers represented by a labor syndicate in a collective
bargaining agreement, may validly produce dissolution, whether the parties may
mutually rescind such agreements through igalah (rescission by mutual consent), and
whether the mere declaration of intent is sufficient for dissolution or judicial
intervention is required. Relatedly, the article examines whether any judicial ruling
concerning dissolution should be regarded as declaratory or constitutive in nature.
With respect to composition proceedings, although certain legal systems,
particularly German law, have occasionally adopted non-contractual interpretations
of composition arrangements, the prevailing view among Iranian legal scholars
supports their contractual characterization. A similar debate exists concerning the
legal nature of collective bargaining agreements. The theories advanced within
private-law scholarship have generally attempted to preserve the principle of the
relative effect of contracts (doctrine of privity of contract) while simultaneously
explaining the binding force of collective bargaining agreements. Nevertheless, each
of these theories encounters conceptual difficulties. Consequently, the article argues
that, contrary to the assumptions of classical private law, collective agreements are
now recognized as an exceptional limitation upon the traditional doctrine of privity
of contract. Thus, although collective bargaining agreements possess certain public-
law dimensions and are accordingly regarded as one of the sources of labor law,
their contractual nature remains the more persuasive and analytically coherent
characterization. Although extending the general rules governing contractual
dissolution to collective agreements represents the logical consequence of
recognizing their contractual nature, such recognition cannot be interpreted as
permitting every conceivable form of voluntary dissolution. Since each ground for
voluntary dissolution rests upon distinct juridical foundations and involves different
implications for the rights of the parties and third persons, each mechanism must be
examined independently. On the basis of the study’s analysis of the specific rules
governing the voluntary dissolution of collective agreements, it is argued that
limiting rescission of composition agreements solely to the circumstances expressly
provided for in Article 494 of the Iranian Commercial Code may, in certain cases,
result in unjustified harm to creditors. Accordingly, the grounds for rescinding a
composition agreement should not be confined to the statutory provisions expressly
identified in commercial legislation. Rather, all legally recognized options of
rescission (khiyarat), where their conditions are fulfilled, should in principle be
capable of serving as valid grounds for termination. At the same time, however, the
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study rejects the validity of any voting threshold short of unanimous creditor consent
in matters concerning rescission. Under the general principles governing contracts,
where several persons jointly possess a right of rescission, they may not exercise
such right selectively or separately against the other contracting party. Consequently,
rescission must occur with the agreement of all holders of the right of rescission, and
legal proceedings must thereafter be initiated against the trader in order to obtain
judicial confirmation and enforcement of the dissolution. The article further argues
that, because the dissolution of a composition agreement, much like its formation,
directly affects the legal position of third parties, mechanisms such as optional
conditions (khiyar al-shart), resolutory conditions (shart-e fasikh), or mutual
rescission (iqalah) should not be regarded as wvalid grounds for dissolving
composition agreements. Allowing such mechanisms could create opportunities for
manipulation by majority creditors and adversely affect the rights and legitimate
expectations of third parties. Accordingly, rescission of composition agreements on
the basis of contractual options, resolutory clauses, or mutual rescission should not
be considered legally effective under any majority arrangement, even where all
consenting creditors support such dissolution. By contrast, the voluntary dissolution
of collective bargaining agreements produces effects only with respect to members
of the labor and employer syndicates that are parties to the agreement. Given this
important distinction between the effects of collective bargaining agreements and
composition agreements, the restrictions governing dissolution in composition
proceedings cannot readily be extended to collective labor contracts. The article
therefore concludes that where the will of the syndicate is exercised in accordance
with the requisite majority and pursuant to the syndicate’s internal rules and
procedures, such intention may validly result in dissolution through statutory or
contractual rights of rescission, mutual rescission, or the inclusion of a resolutory
condition at the time of formation of the agreement. Furthermore, since Article 141
of the Iranian Labor Law concerns only the formation stage of collective bargaining
agreements, the dissolution of such agreements does not require the approval of the
Ministry of Labor in order to become legally effective.
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33. Loi n°® 67-563 du 13 juillet 1967 sur le réglement judiciaire, la liquidation des biens, la faillite
personnelle et les banqueroutes

34. La résolution du concordat est prononcée: 1° En cas d'inexécution de ses engagements
concordataires par le débiteur; 2° En cas d'inobservation par le débiteur des délais accordés, dans
les conditions prévues a l'article 69, par les créanciers dont la créance est garantie par une streté
réelle ou un privilege; 3° Lorsque le débiteur est frappé, pour quelque cause que ce soit, de
l'interdiction d'exercer une activité commerciale. En outre, le tribunal résout le concordat accordé a
une personne morale lorsque les dirigeants contre lesquels a ét¢ prononcée la faillite personnelle ou
l'interdiction de diriger, gérer ou administrer une entreprise commerciale, assument de nouveau en
fait ou en droit la direction de cette personne morale. Si l'interdiction frappe les dirigeants en cours
d'exécution du concordat, celui-ci est résolu, & moins que ces dirigeants ne cessent en fait d'exercer
les fonctions qu'il leur est interdit de remplir. Le tribunal peut étre saisi a la requéte d'un créancier
ou du commissaire au concordat; il peut également se saisir d'office, le débiteur entendu ou diiment
appelé. La résolution du concordat ne libere pas les cautions qui sont intervenues pour en garantir
I'exécution totale ou partielle.
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- Ghaemmagham Farahani, Mohammadhossein. “Les effets du jugement prononcant la
faillite en droit iranien: Le réglement judiciaire ou la liquidation des biens en droit

francgais”. These, sous la direction de Jean Calais-Auloy, Mont pellier, 1978.
- Kohn-Freud, Otto. Labour Relations and the Law. London: British Ins, 1995.



