Contractual Justice and Equity in Smart Contracts: A Comparative Study of
Iranian Law and Common Law-Based Systems

Abstract:

Smart contracts, a pivotal innovation in blockchain technology, have transformed contract law through
automation, transparency, decentralization, and immutability, enhancing efficiency and trust in digital
transactions. However, their self-executing and algorithmic nature raises significant challenges in achieving
contractual justice and equity, particularly when compared to traditional contracts that allow judicial
interpretation to mitigate unfair outcomes. This article employs a comparative approach, analyzing the
compatibility of smart contracts with principles of justice and equity in Iranian law and common law-based
systems (notably England and the United States). Using a descriptive-analytical method based on library
studies, it first examines the nature and technical features of smart contracts, such as their reliance on
blockchain’s distributed ledger and conditional “if-then” logic. It then explores their legal and algorithmic
challenges in ensuring digital fairness, including the absence of ex post justice mechanisms, the rigidity of
code execution, and the inability to adapt to unforeseen circumstances or ethical considerations. These
challenges are evaluated comparatively, contrasting the flexibility of Iranian legal principles with common
law doctrines like unconscionability, both of which are constrained by the automated execution of smart
contracts. To address these issues, the article proposes solutions such as centralized smart contracts with
trusted third-party oversight, hybrid models balancing on-chain efficiency with off-chain flexibility, and
upgradable smart contracts using technical patterns like the Proxy Pattern. These solutions aim to integrate
legal principles such as good faith and contractual adjustment, drawing insights from both Iranian and
common law-based frameworks. The findings indicate that without legal and technical mechanisms, smart
contracts may lead to economic inequality, exploitation of weaker parties, or contract invalidity. The article
underscores the need for legal systems to adapt to digital environments by leveraging comparative
perspectives to ensure justice and equity in smart contracts. Future research should focus on practical
applications of these solutions in domains like decentralized finance and transnational contracts to align
smart contracts with universal fairness principles.The findings indicate that the hybrid equity-focused
model, with emphasis on the formation stage, achieves the best balance between technological efficiency
and contractual justice.
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1 The term ’smart contract code’ originally appeared in Ethereum documentation. Today, it is commonly employed in the

blockchain community to describe any complex program that is stored and executed on a blockchain. While early
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token — recent tech- nological advancements have enabled blockchains to handle more complex operations, defined in
programming languages
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' Nik Custodio, Smart Contracts for Dummies, FREECODECAMP (May 26, 2017), http://perma.cc/J5YD-2UAG.

2 Kevin T. McCarthy, Unanswered Legal Issues: Blockchain “Smart Contracts,” FOR THE DEFENSE 14 (Mar. 2018),
http://perma.cc/SLHV-D8B4.
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3 Jay Chang, Blockchain: The Immutable Ledger of Transparency in Healthcare Technology, MEDIUM (Aug. 23, 2017),
http://perma.cc/TINWQ-DENZ.

¢ Christian Shearer, Building a Network of Trust using Blockchain Technology, MEDIUM (Feb. 1, 2018), http://perma.cc/5P6U-
ZSL9.

7 Custodio, supra note 29.

8 See Eric Piscini et al., Blockchain: Democratized Trust, in TECH TRENDS 2016: INNOVATING IN THE

DIGITAL ERA 80-95 (2016), http://perma.cc/4Y79-2B3B.

® Muhammad Raza, What Are Smart Contracts and How Are Enterprises Using Them?, BMCBLOGS (July 31, 2018),
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