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1. Introduction

In the modern commercial environment, business contracts are essential instruments that
govern relationships between companies, organizations, and individuals engaged in trade.

A business contract is a legally binding agreement that defines the rights and obligations of the
parties involved. It provides the legal framework necessary for business transactions, ensuring
stability, predictability, and trust in commercial dealings.

Without such contracts, commercial activities would be uncertain and prone to conflict.
2. Definition and Nature of Business Contracts

A business contract can be defined as a legally enforceable agreement between two or more
parties conducting a business activity for profit.

Its primary purpose is to regulate business operations, determine obligations, and secure each
party’s interests.

Unlike civil contracts, which are often personal and non-commercial, business contracts are
commercial in nature — they are typically repetitive, profit-oriented, and executed between
professionals or legal entities.

3. Main Types of Business Contracts

a. Contract of Work (Contracting Agreement):

A Contract of Work is an agreement in which one party, known as the contractor, undertakes to
perform a specific task or produce a result for another party, called the client, in exchange for a
determined payment.

The contractor operates independently and assumes responsibility for the completion and
quality of the work.

Example: A construction company agrees to build an office complex for a fixed price within a
certain timeframe.

b. Management Contract

A Management Contract is an agreement where the owner of a business or property hires a
specialized person or company to manage and operate the project on their behalf, usually for a
fee or a share of profits.




The owner retains legal ownership, while the manager assumes responsibility for daily
operations, performance, and results.

Example: A hotel owner contracts an international management company to oversee operations
under a well-known brand.

c. Leasing Contract (Financial Leasing)

A Leasing Contract, also known as a financial lease, is a form of financing in which a leasing
company or bank purchases an asset and rents it to the lessee for a specific period.

At the end of the lease, the lessee often has the option to purchase the asset at a reduced price.

This type of contract is common in industrial and technological sectors where companies need
access to expensive equipment without immediate ownership.

Example: A manufacturing firm leases machinery from a financial institution for five years.
d. Franchise Contract (Franchising Agreement)

A Franchise Contract is an agreement through which one party, the franchisor, grants another
party, the franchisee, the right to use its trademark, brand, and business model under specified
conditions and for a fee or a share of revenue.

This type of contract allows the franchisor to expand its brand while giving the franchisee access
to a proven business system.
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Example: International chains such as “McDonald’s” or “Subway” operate under franchising
agreements in different countries.

4. Importance of Business Contracts

Business contracts are fundamental for maintaining order and fairness in the marketplace. They:
-Provide legal certainty and enforceability of obligations.

-Clarify each party’s rights, duties, and responsibilities.

-Prevent disputes by establishing clear terms and conditions.

-Encourage economic growth by facilitating trust and collaboration.

-Ensure compliance with national and international commercial laws.




5. Conclusion

In conclusion, business contracts serve as the backbone of modern commercial transactions.
They establish legal order, enhance economic efficiency, and protect the interests of all parties
involved.

A clear understanding of the types and purposes of business contracts is crucial for
entrepreneurs, managers, and legal professionals alike.

In a globalized economy, the ability to negotiate, interpret, and enforce these contracts is a vital
component of successful business practice.

Glossary of Key Terms — 4sbud) clalhuaal) 4aild

1. Business Contract — Jus | aic

A legally binding agreement between two or more parties engaged in commercial activity.
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2. Commercial Law — sl ¢y giLal)

The branch of law that governs business and commercial transactions.
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3. Contractor — Jstiall

A person or company that agrees to perform specific work or provide services under a contract.
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4. Client (Employer) — ¢33 [ Jead) caalia

The person or organization that hires a contractor or service provider to complete a task or project.
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5. Contract of Work (Contracting Agreement) — 4l slial) sic

A contract in which one party undertakes to carry out a specific job or deliver a result for another in
exchange for payment.
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6. Management Contract — sl Jie




An agreement where one party hires another to manage and operate its business for a fee or profit
share.
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7. Leasing Contract (Financial Leasing) — (hisaill Jlaa¥) [ gl slaisY) sk

A financial agreement where a company or bank rents an asset to a client, often with the option to buy it
later.
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8. Franchise Contract (Franchising Agreement) — J:Ldd) jall) (s ladll jLiaY) aie)

A legal agreement allowing one party to use another’s brand name, system, and business model for
profit
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9. Franchisor — Juia¥) mila

The original company or brand owner that grants the right to use its business system.
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10. Franchisee — Jti¥) Gala

The individual or company that buys the right to operate under the franchisor’s brand. iS,ll i (asil)
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11. Obligation — a! i)

A legal or moral duty that a party is required to fulfill under a contract.
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12. Consideration — J:44!)

Something of value (money, goods, or services) exchanged between contracting parties.
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13. Legal Capacity — 4 sidl) 4day)

The ability of a person or entity to enter into a binding legal contract
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14. Breach of Contract — &) (§_A [ adlly M4




Failure to perform an obligation or term of the contract without legal justification.
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15. Enforcement — S8al) L
The legal process of ensuring that contract terms are honored or compensated if breached.
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