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ABSTRACT 

This study analyzes the legal nature of consortium agreements as an emerging form of corporate alliance within 
the legal systems of Iraq, Egypt, and France. A consortium is a cooperative arrangement between multiple 
companies or individuals to jointly submit a bid or execute a specific project. It has gained significance due to 
the increasing complexity of economic projects and the need for coordinated resource management. Using an 
analytical-comparative method, the study first examines the definition, essential elements, and subject matter 
of consortiums. It then explores the legal framework governing their formation, legal effects, responsibilities, 
and dispute resolution mechanisms in the three jurisdictions. The findings indicate that a consortium is a 
private law contract with a temporary nature, and the involvement of public entities does not render it an 
administrative contract. While Iraq lacks specific legislation governing consortiums, Egypt and France have 
developed more advanced legal frameworks. The study recommends that Iraq adopt dedicated legislation and 
join relevant international conventions to enhance legal certainty in such agreements. Emphasis is also placed 
on the need to clarify liabilities and promote arbitration as a dispute resolution method. 
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1. INTRODUCTION 

In the modern world, where economic projects 
often require broad cooperation due to their vast 
scale and technical and financial complexities, the 
consortium agreement has increasingly gained 
importance as a legal tool for bringing together 
various companies or individuals. This type of 
contract, rooted in the need to pool resources and 
mitigate investment risks, facilitates the execution of 
large-scale projects such as infrastructure 
development, construction, and technology transfer. 
However, the absence of a cohesive legal framework 
in some legal systems, along with the diversity in its 
legal adaptation, has raised questions regarding its 
nature, the responsibilities it entails, and the 
mechanisms for dispute resolution.  This study, based 
on the thesis titled “The Legal Nature of the Legal 
Coalition of Companies (Consortium): A 
Comparative Study Between the Laws of Iraq, Egypt, 
and France,” examines three legal systems rooted in 
the civil law tradition. Iraq, as a developing country 
with significant investment potential, still lacks a 
clear framework for regulating consortium 
agreements. Egypt, with a long-standing history in 
commercial contracting, offers a moderate approach. 
France, by contrast, represents a more developed 
model, with an advanced arbitration system and a 
well-established commercial legal framework. The 
central research question is: What is the legal nature 
of a consortium, and how is it regulated in these three 
jurisdictions? The objective of this study is to conduct 
a comparative legal analysis of this contract, to clarify 
the challenges involved, and to provide 
recommendations for improving its legal 
regulation—particularly in Iraq—as of March 16, 
2025. 

2. THE NATURE OF THE CONSORTIUM 
CONTRACT 

Before analyzing the different approaches to the 
nature of the consortium contract, it is essential to 
first define the subject and context of the 
implementation of this contract. The consortium 
contract, as a modern phenomenon, does not have a 
clear precedent in traditional Islamic jurisprudence. 
However, contemporary legal scholars have made 
efforts to align it with general jurisprudential 
principles, which has led to differing opinions 
regarding its classification and analysis. One 
important approach is to align the consortium with 
the concept of a real partnership. In many legal 
systems, including the civil codes of France, Egypt, 
and Iraq, a "partnership" is defined as a contract in 
which two or more individuals combine their capital 

or labor to achieve a profitable goal. The essential 
elements of this contract include consent, legal 
capacity, a lawful subject matter, and a formal 
structure (such as written documentation and official 
declaration). (Al- Assad, 2004: 15) The evolution of 
company law in France began with the issuance of 
the 1807 law, which included various types of 
companies. This process continued with the adoption 
of supplementary laws in 1856, 1863, and 1867, 
eventually reaching its peak with the drafting of the 
Commercial Code in 1966. (AL- Arini, Al- Sayed Al- 
Faqi, 2005: 257) Egypt adopted a set of socialist laws 
to nationalize companies and establish state-owned 
enterprises. The July 1961 and August 1963 laws 
were issued for the full or partial nationalization of 
companies, with the government managing these 
companies as the main owner, either independently 
or in cooperation with others. Following the 
shortcomings of Law No. 26 of 1954, the Egyptian 
legislator passed Law No. 159 in 1981 to regulate 
joint-stock companies, partnerships, and limited 
liability companies, which replaced the previous law. 
These reforms were later complemented by Law No. 
3 in 1977. According to Article 505 of the Egyptian 
Civil Code, a company is defined as a contract. In this 
definition, a company is described as "a contract in 
which two or more persons, by contributing shares to 
a financial project, commit to sharing the profit 
derived from this project." In Egyptian 
jurisprudence, despite extensive interventions by the 
legislator in regulating companies, particularly in 
financial sectors that lead to the creation of an 
institution as an independent entity, the idea of a 
"contractual company" remains dominant within the 
realm of private companies. This means that the will 
of the partners must align to establish a company, 
and the contract results in the creation of a legal 
entity separate from the individual partners. (Al-
Sharqawi, 1986: 163) 

In Iraq, the Ottoman Commercial Code of 1850—
originally based on the French Commercial Code of 
1807—was initially applied. This law was later 
amended in 1882 with the enactment of the Joint 
Stock Companies Law. Subsequently, the law 
underwent further changes with the enactment of the 
1913 law during the British occupation. These 
developments eventually led to the issuance of 
Companies Proclamation No. 26 in 1991. In 1957, the 
law was further reformed and entirely replaced by 
the new Commercial Companies Law No. 31. Then in 
1982, Companies Law No. 36 was enacted, which 
repealed certain provisions of the previous 
legislation. Ultimately, Law No. 21 of 1997 
introduced new legal regulations. Due to these 
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ongoing reforms, the laws have been applied to 
mixed, private, and investment companies, as well as 
to banks. Furthermore, as part of more recent 
developments, the Banking Law No. 40 of 2004 (1383 
AH) has also been adopted as a reference for 
managing companies and banks. (Bashar 
Mohammad Al-Assad, Op.cit., p.15) Additionally, 
Iraqi law does not invalidate irregular company 
contracts, which has various legal and practical 
implications for the status of companies. (Hani Salah 
Saree' El-Din, Op. cit., p. 337) After the issuance of the 
French Commercial Code in 1807, it addressed 
company contracts and granted legal personality to 
all companies—except joint ventures. The Code 
imposed strict conditions for the formation of 
companies, such as the requirement for written 
contracts and official registration. If these 
requirements were not met, the company would be 
declared void. Moreover, companies were subjected 
to censorship and supervision. However, the 
enforcement of these regulations faced serious 
challenges due to practical difficulties and their 
impact on the legal status of the parties involved, 
especially concerning the retroactive effect of 
nullity.(Al-Jubouri, 2011: 38) A significant turning 
point in this process was the judicial decision of the 
Paris Court on April 8, 1829, where the concept of the 
“actual company” (société de fait) was introduced for 
the first time. The court, citing the need to protect the 
rights of third parties, refused to declare a 
commercial company void solely because it had been 
established without fulfilling formal legal 
requirements. It upheld the prior actions of the 
company, provided that the involved third parties 
had entered into transactions with the company 
without knowledge of the regulatory violations. (Al-
Qadha, 2012: 218) In Egypt, prior to the influence of 
Western legal systems, Islamic jurisprudence 
governed civil and commercial transactions. 
According to this, companies in Islamic 
jurisprudence did not have independent legal 
personality, and the financial responsibilities of 
companies were directly attributed to the partners. 
(Al-Khafif, 1962: 13–14) However, with the 
enactment of the Egyptian Commercial Code in 1883, 
which was a literal translation of the French 
Commercial Code of 1807, the concept of the "real 
company" was introduced into Egypt's legal system. 
In 1899, the Court of Appeals of the Mixed Courts in 
Egypt issued a ruling recognizing the real existence 
of a company despite the lack of official registration 
and legal formalities. This ruling was made in a case 
where the Bank of Egypt sued the Yusuf Rizq 
Company, seeking the company's declaration of 

bankruptcy due to its failure to pay its debts. The 
court, while acknowledging the practical existence of 
the company, ruled for its bankruptcy and 
dissolution, a decision that was confirmed in the 
appellate stage. (Mixed Court of Appeals of Egypt, 
1998: 122) The courts of Egypt developed the concept 
of the "real company" by recognizing the existence of 
a real partnership with respect to creditors, as a result 
of the involvement of several individuals in 
commercial operations. Accordingly, even in the 
absence of legal personality, the real company 
became subject to registration and bankruptcy 
proceedings. After the introduction of the theory of 
the real company through the rulings of the Mixed 
Courts, the Egyptian Civil Code, as a legal basis, 
supported this concept. (Al-Qalyoubi, 2012: 102) 
With the enactment of Law No. (159) of 1360 SH 
(corresponding to 1981 AD), which regulated joint-
stock, limited, and general partnership companies, 
the legislative process in Egypt moved towards 
restricting the right to annul companies. This law 
explicitly defined the conditions for acquiring legal 
personality and set a time frame within which the 
annulment could be requested; after this period, the 
right to annul the company is forfeited. (Al-Qadha, 
2012: 54) Based on these developments, it can be said 
that the Egyptian legislator has not directly 
addressed the concept of the real company. 
However, the judiciary in Egypt, through multiple 
rulings, has established the concept of the real 
company. A real company is one that has actively 
operated but has been declared void due to a defect 
in one of its essential elements. Proving the existence 
of such a company is possible through all available 
means of evidence, and the judge can infer its 
elements based on the case's documentation. 
(Egyptian Court of Appeal, 1967: 282) In Iraq, prior to 
the legal developments, Islamic jurisprudence 
governed civil and commercial transactions. During 
this period, companies were merely considered 
contracts between individuals, and independent 
legal personality or separate financial liability for 
companies was not recognized. (Al-Khayyat, 2011: 
336) A major transformation occurred with the 
issuance of the Ottoman Commercial Code in 1850, 
which was influenced by the French Commercial 
Code of 1807. This law transformed the concept of a 
company from merely a personal agreement into a 
formal contract subject to legal formalities. Later, 
with the enactment of the Iraqi Civil Code No. (40) of 
1951, specific provisions concerning companies were 
introduced. (Iraqi Civil Code, 1951) According to this 
law, all company agreements—including 
amendments—must comply with legal 
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requirements. If these requirements are violated, the 
company contract is considered void. However, such 
invalidity may only be invoked between the partners 
or against third parties if one of the partners formally 
requests a ruling of nullity. 

With the enactment of the Iraqi Companies Law 
No. 36 of 1982, followed by Law No. 21 of 1997, some 
argued that the theory of the real company could no 
longer be applied. This is because, according to 
Article (22), a company acquires legal personality 
only from the date of issuance of the certificate of 
incorporation, which serves as proof of compliance 
with the legal formalities of registration. 
Nevertheless, the concept of the real company was 
met with significant opposition from the beginning 
and was never formally recognized in Iraq's 
legislative process. This jurisprudential 
disagreement led to the formation of two schools of 
thought: one supporting the recognition of the real 
company and the other opposing it. The theory of the 
real company is based on the principle that a 
company contract, like a continuing contract, is 
executed progressively over time.(Iraq, 1997: Art. 13) 
Therefore, if one of the essential elements of the 
company is defective and the company is declared 
void, such nullity only applies prospectively and 
does not affect the company’s past activities. As a 
result, a company that has already commenced its 
operations maintains legal existence and obligations 
toward third parties up until the issuance of the 
nullification ruling. This approach aligns with the 
goal of maintaining transactional stability and 
protecting the rights of good-faith parties. (Hisham 
Khaled,N d: 243.) Regarding consortium contracts, 
some legal approaches consider them similar to real 
companies (société de fait), as they include 
fundamental elements of partnership such as joint 
investment and the sharing of profits and losses. A 
second viewpoint holds that consortium contracts 
are a form of joint venture, viewing them not as 
companies per se but as collaborative investment 
arrangements between parties for specific projects or 
goals. (Hafez Mutawa, 2008: 291) However, this 
viewpoint has not gone without criticism, as the 
consortium, unlike a joint venture, distributes the 
project’s profits among its members but lacks 
essential company elements, such as capital or 
independent legal personality. A consortium is 
merely a contract between partners and, like joint 
investment companies that lack independent legal 
personality, exists only in the internal relationships 
of the partners and is not recognized by third parties. 
A general partnership, on the other hand, has all the 
objective elements of a company and, upon its 

establishment, is recognized as an official company 
subject to the regulations governing general 
partnerships. Therefore, the view that equates a 
consortium with a joint venture cannot be accepted. 
This is because consortia not only lack some 
fundamental elements of companies, but also, unlike 
joint investment companies with a hidden nature, 
often operate as visible groups. Additionally, a 
consortium cannot be classified as a general 
partnership, as the legal requirements for these two 
entities differ. (Al-Badran, 2001: 22) In the third 
viewpoint, consortium contracts are considered a 
type of joint venture. A joint venture company refers 
to a company formed between natural persons, 
where the partners are personally and jointly liable 
for all debts and obligations of the company, thereby 
acquiring a commercial personality. The 
distinguishing feature of these companies is joint 
liability, obtaining commercial status, and the 
limitation of partnership to natural persons. (Al-
Jundi, 1999: 72) These companies are formed based 
on personal considerations and dissolve once these 
considerations cease to exist. (Momen, 2019: 43) Some 
jurists and legal scholars believe that a consortium is 
a type of general partnership because its members 
bear joint liability toward the employer for fulfilling 
obligations, and the employer can approach any one 
of them to enforce all or part of the obligation or to 
seek compensation, without this action violating the 
internal agreements among the members. (Hafez 
Mutawa, 2008: 219) However, this view has been 
criticized because a consortium does not have an 
independent legal personality, lacks the 
characteristics and requirements of a company, and 
is merely a contractual arrangement among the 
members. In a consortium, there is no joint 
investment, and the members do not share profits 
and losses internally. Each member is independently 
responsible for performing a part of the work. 
(Momen, 2019: 132) On the other hand, another 
viewpoint holds that the legal form of a consortium 
depends on the nature of its activity; if the 
consortium is formed for a single purpose and a 
temporary project, and there is a project manager but 
no independent name, address, or capital, it can be 
recognized as a joint venture. However, if the 
consortium is established to achieve one or more 
related objectives with the intention of partnership 
and allocation of capital shares, it is considered a de 
facto company which, even if not formally registered, 
possesses legal personality. (Shaheen, 2019: 268) Due 
to its unique nature, a consortium contract is neither 
a joint company nor necessarily endowed with an 
independent legal personality; most legal 
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perspectives recognize it as an indefinite contract 
arising from the parties’ agreement and general 
principles of civil law. These contracts have 
distinctive features that set them apart from classic 
administrative or private contracts. Some legal 
scholars consider the consortium a special type of 
contract in which administrative and civil rules are 
applied in a combined manner, similar to concepts 
seen in commercial law. This combination gives the 
consortium contract characteristics of both private 
and administrative contracts, especially when a 
government party is involved. In Iraq, certain legal 
practices regard consortium contracts as closer to 
administrative contracts, since the parties’ freedom 
of will is limited and regulated within special 
frameworks. From a comparative perspective, if the 
consortium is horizontal (between several peer 
companies), it more closely resembles a contracting 
agreement rather than an employment contract, since 
consortium members are independent and generally 
possess greater financial and technical resources than 
the employer, who is often a government or public 
entity. In vertical consortiums (where a main 
contractor company forms a partnership with several 
associates), its nature is similar to a subcontract that 
depends on the main investment contract. 
Ultimately, the nature of the consortium contract 
depends on the way it is formed and the roles of the 
parties in executing the project, but in all cases, the 
operational independence of the parties from the 
employer is maintained. 

3. TYPES OF CONSORTIUM 

Consortium contracts form the backbone of 
investment contract life and come in various forms, 
facilitating international commercial transactions. 
Therefore, their diversity has reached an unlimited 
extent, and perhaps the most prominent aspect is 
related to the method of contracting with the 
employer as well as the way the consortium is 
organized and managed. 

3.1 From the Perspective of Contracting with the 
Employer 

Consortium contracts can be viewed according to the 
type of relationships involved—more precisely, the 
relationship among the parties themselves and the 
relationship between the consortium and the employer. 

A. Horizontal Unified Consortium Contracts: 
Horizontal unified consortium contracts are 
those in which all parties sign the contract 
directly with the employer, i.e., the 
government. Therefore, the relationships 
among the consortium members are governed 

solely by the investment contract, granting the 
employer a very significant right—namely, the 
right to supervise all actions taken by the 
consortium. Accordingly, it is clear that the 
employer has the authority to oversee the 
formation of the consortium and any changes 
that occur during the execution of the 
international investment contract. This 
supervisory right stems from the temporary 
nature of the consortium and its lack of 
independent legal personality. (Al-Kasasbeh, 
Hamed, Hassan & Karim, 2019: 110) 

B.  Vertical Consortium: This refers to a 
consortium contract in which one of the 
members signs the contract with the 
contracting party on behalf of the consortium, 
acting as the representative of the other 
members and being responsible to the 
contracting party. This member signs the 
contract and then forms the consortium with 
the other members to complete the execution 
of the project. In this context, we encounter 
multiparty arbitration because the contracting 
party does not directly recognize the other 
members of the vertical consortium. Therefore, 
the main member who signs the contract can 
invoke the arbitration award against the other 
members. (Serry El-Din, Nd: 337) 

3.2. From An Organizational and Managerial 
Perspective 

As a result of the extensive efforts by the 
consortium parties to maximize their benefits and 
each aiming to reduce their own liability by 
shifting the greatest burden onto the other party, 
consortium contracts have taken the following two 
forms: 

A. Consortium Leader: In this type of 
consortium, full authority for organization and 
decision-making is granted to one of the 
parties. The scope and content of this party’s 
responsibilities vary depending on the nature 
of the investment contract, the complexity of 
the project, and the agreements among the 
members. The duties, powers, and 
responsibilities of this leading party are 
specifically defined in the contract among the 
consortium members. According to some 
jurists, this party acts as the representative of 
the other consortium members and, in case of 
failure to fulfill obligations, will be solely 
responsible to the employer. (Mousavi and Issa, 
N D:35) 

B. Consortium Committee (Cooperation 
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Committee – Coordination Committee): In 
the consortium committee model, unlike the 
leadership model where one member assumes 
management and decision-making authority, 
the managerial structure is collectively shared 
among a group of consortium members. This 
group holds responsibilities similar to those of 
the consortium leader, and important 
decisions are made through periodic meetings, 
which may be held every six months. These 
meetings aim to secure the collective interests 
of all members. According to some opinions in 
English legal jurisprudence, this participatory 
decision-making approach is supported as a 
model for maintaining balance in 
responsibilities and authorities among the 
members. (Serry El-Din,  N D: 338) It should be 
noted that consortia are classified into various 
forms depending on the nature of the 
relationships among their members, the most 
important of which are as follows, First, the 

simple consortium: In this type, each member 
is independently and separately responsible 
for executing a part of the project and does not 
have any specific technical or economic 
relationship with the other members. The 
financial independence of the members is 
maintained, and each covers the costs of their 
own section. However, toward the employer, 
the members bear joint and several liability. 
(Mousavi and Issa N D: 35) Second, the 

Coordinating Consortium: This type is more 
advanced than the simple consortium and 
provides an organized structure for 
cooperation and coordination among the 
members. In this model, independence in 
performing tasks is reduced, and systematic 
collaboration takes place to achieve the 
project’s objectives. However, toward third 
parties, the liabilities are individual, and only 
the members who have taken specific actions 
are held accountable. (Saad bin Matlaq bin 
Abdullah, 2021: 33) Third, the Integrated 
Consortium: This is the most advanced type of 
consortium, known in American legal doctrine 
as the "Diversified Consortium." In this model, 
the consortium operates as an integrated 
structure and performs multiple functions on 
behalf of its members, including financing, 
workforce management, obtaining bank 
guarantees, insurance, and subcontracting. 
Such a consortium closely resembles an 
organizational entity and is often used in large 
and complex international projects. (Mousavi 

and Issa, N D: 36.) 

3.3. Subject Of the Consortium Contract and Its 
Importance 

A consortium (strategic alliance) is a type of 
contractual cooperation between two or more 
companies formed to achieve a common goal by 
pooling the resources, expertise, and competencies of 
its members. This partnership model increases the 
likelihood of project success. In contrast, commercial 
trade has evolved in response to new needs. Initially, 
merchants drafted sample contracts based on custom 
until legislators formalized these mechanisms 
through official laws and regulations. These 
commercial entities (such as lease with promise of 
sale, exclusive distribution, and commercial licenses) 
primarily originated in the United States and then 
became global. The key distinction: consortium 
contracts focus on strategic cooperation, whereas 
commercial contracts mainly regulate bilateral legal-
commercial relationships. 

A. Subject of the Consortium: Consortia are 
primarily applied in large government projects 
where, due to the vast financial and technical 
scale, execution by a single company alone is 
not feasible. (Ismail, 2000: 37) Such 
partnerships often appear in the form of 
international contracts, joint venture 
agreements, turnkey contracts, and major 
contracting projects. 

B. Importance of the Consortium: In the past, 
governments relied on general contractors to 
execute large projects, who then distributed 
the work among specialized companies. 
However, with technological advancements 
and the simultaneous need for technical 
expertise and investment, this approach has 
given way to modern organizational 
structures. (Abdelmajid, 2009: 43) Meanwhile, 
the consortium emerged as a form of 
international cooperation among companies, 
aimed at concluding joint contracts for the 
execution of large-scale projects. The 
consortium contract pursues two main 
objectives: First, the development and 
enhancement of public infrastructure and the 
creation of new facilities through private sector 
participation and investment, which leads to 
economic growth; Second, encouraging the 
private sector to enter projects that were 
previously monopolized by governments by 
sharing risks and resources among the 
member companies. (Ahmed, 2007: 77) Based 
on this, consortium contracts play an 
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important role in advancing international 
cooperation, attracting investment, and 
utilizing the specialized and financial 
capacities of companies. First: The importance 
of the consortium contract for the government, 
including reducing the unemployment 
problem, obtaining technical assistance, 
effective and wise management, reducing time 
and effort, and fostering multiple solidarity 
towards the government. Second: The 
importance of the consortium contract for the 
private sector, including mobilizing capital, 
expanding small projects, facilitating entry 
into the investment market, and participating 
in risk-sharing.  

4. REGULATIONS FOR THE FORMATION 
OF LEGAL UNIONS FOR CONSORTIUM 
COMPANIES 

Consortia are contracts based solely on 
agreements among members and are contractual in 
nature, with their framework established through a 
specific agreement between the parties. These types 
of collaborations are often temporary and conclude 
upon the completion of the project or the 
administrative contract’s subject activity. The 
primary characteristic of these contracts is the joint 
and several liability of the members toward the 
contracting party (such as the government or 
employer); meaning that each member is considered 
fully responsible for fulfilling the contract 
obligations, even if they are only responsible for a 
part of the work. Consequently, the consortium is 
regarded as a model for joint project execution based 
on mutual trust, task distribution, and organized 
cooperation among companies. 

4.1. Provisions For the Formation of a 
Consortium Contract 

The execution of investment contracts within the 
framework of consortia has become a prevalent 
method in large international projects for multiple 
reasons. This approach not only prevents potential 
losses for the parties involved but also enables the 
joint utilization of skills, financial resources, and 
specialized expertise—an essential factor for effective 
entry into international markets. Such contracts 
typically address projects whose scale and 
complexity exceed the capacity of a single company. 
For this reason, on February 23, 2015, the European 
Commission, through the Directorate-General for 
Research and Innovation, issued guidelines for 
drafting consortium contracts, emphasizing that the 
success of these contracts depends on the clear and 

precise resolution of all issues and challenges that 
may hinder coordinated and effective cooperation 
among members. (Directorate-General for Research and 
Innovation, 2015: 4) The consortium contract follows 
specific stages, beginning with the proposal for 
formation. This process starts with the search for 
suitable partners by the individual or entity that 
initiated the idea of forming the consortium, 
followed by sending invitations to the targeted 
companies. At this stage, the parties discuss and 
exchange views regarding technical capabilities, 
financial capacity, intellectual property rights, and 
other important components. Additionally, the 
consortium’s common objectives and internal 
policies are reviewed and agreed upon. (Directorate-
General for Research and Innovation, 2015: 2) Consortia 
are generally formed to execute governmental, 
private, or international projects. Following the 
initial proposal, their establishment process includes 
two main stages: the negotiation stage and the 
contract conclusion stage. In the first stage, the terms 
of cooperation, division of responsibilities, 
management structure, and dispute resolution 
mechanisms are negotiated. In the second stage, the 
agreements reached are formalized into a contract 
that defines the legal framework for the consortium’s 
activities.  

A. Negotiation Stage: The negotiation stage of 
the contract is a crucial phase prior to the 
contract conclusion, as the preparations and 
arrangements made during this stage are no 
longer merely non-binding physical acts. 
Instead, there is an implicit or explicit 
agreement to negotiate once the parties enter 
negotiations, which governs the relationship 
between them. With this agreement, 
negotiations shift from being a mere physical 
act to becoming a legally binding process that 
creates a set of obligations, leading to liability. 
(Al-Mohammadi, 2009: 387) However, the 
characteristics of negotiation are as follows, 
First, the nature of negotiations in consortium 
contracts: Negotiation, in everyday language, 
means consultation, exchange of views, and 
dialogue. However, in legal terminology, 
negotiation is a process consisting of a series of 
discussions, consultations, and mutual efforts 
between two or more parties with the aim of 
reaching an agreement regarding a transaction 
or achieving a specific formula for cooperation. 
(Al-Aboudi, 2005: 5) Second, the importance of 
contractual negotiation in consortium 
contracts: Pre-contract negotiations play a 
fundamental role in aligning the parties’ 
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objectives and preventing potential future 
disputes. This stage provides an opportunity 
to clarify rights and obligations, assess 
capabilities, and organize working 
relationships. Its importance is such that 
courts, in the event of ambiguity in the contract 
terms, may refer to the content of prior 
negotiations for proper interpretation. For this 
reason, negotiations are considered an 
essential and inevitable precursor in the 
contract formation process. (Boukamash & 
Takawatch, 2018: 155) Third, the governing 
principles of negotiations in consortium 
contracts: Pre-contract negotiations are 
considered an independent legal behavior 
separate from the contract itself and are 
analyzed under the general rules of 
obligations, relying on principles such as good 
faith, honesty, and legitimate trust. This stage, 
which is an inseparable part of the contract 
formation process, grants the parties the 
freedom to withdraw from negotiations, but 
simultaneously obliges them to refrain from 
acting contrary to good faith. If one party 
unjustifiably and in breach of the principle of 
good faith halts negotiations, it may be held 
liable for compensating damages incurred by 
the other party. Therefore, obligations such as 
seriousness in dialogue, confidentiality, and 
respect for legitimate trust are among the most 
important requirements of this stage. 
(Abdelbaki, 1998: 174) The most important 
condition governing negotiations is good 
faith. 

B. Consortium Contract Conclusion Stage: After 
the successful conclusion of negotiations, the 
parties proceed to conclude an agreement 
entitled the “Consortium Contract,” the 
purpose of which is to achieve mutual benefits. 
(Fathi, 2010: 334) This contract, based on the 
principle of freedom of will and within the 
framework of the general rules of civil law, 
requires two essential elements: the will of two 
or more parties and coordination among them 
to achieve legal effects. One of the important 
stages in the process of concluding this 
contract is selecting an appropriate name for 
the consortium—a name that prevents 
confusion with other existing entities in the 
investment arena and is not similar to 
registered global trademarks. Next, the final 
draft of the contract is prepared. This draft 
includes a set of legal provisions mutually 
agreed upon by the parties. According to the 

guidelines issued by the Directorate-General 
for Research and Innovation of the European 
Commission (2015), the consortium contract 
must contain information such as a description 
of the project idea, internal organizational 
structure, division of tasks, methods of 
management and voting, frequency of 
meetings, and responsibilities towards each 
other and the employer. (Directorate-General for 
Research and Innovation, 2015: 6–7) In French 
law, Article 1-6 also emphasizes the necessity 
of clearly identifying the identity and expertise 
of each party, their financial capabilities or 
contributions, as well as the appointment of 
the consortium leader. This leadership may be 
assigned to one or several individuals, in 
which case a structure known as the 
consortium committee is formed. It is worth 
noting that there is no equivalent provision for 
this type of regulation in the laws of Egypt or 
Iraq. 

4.2. Effects Of Consortium Formation and 
Provisions Resulting from Contract 
Completion 

A consortium agreement is a type of cooperation 
contract between two or more companies aimed at 
achieving a common goal. This contract entails 
multiple legal effects and imposes a set of rules and 
obligations on the relationships among the parties. 
To ensure the success of such a framework, it is 
essential that the provisions of the contract be drafted 
with clarity and precision, so as to fairly reflect the 
interests of all parties and prevent potential disputes. 
(Serry El-Din, ND: 12) 

A. Obligations and Rights of Consortium 
Members: Members’ Obligations, First, the 
obligation to cooperate;  Consortium members 
are required to maintain ongoing cooperation 
and fulfill their commitments to ensure the 
success of the project. This cooperation 
necessitates the exchange of information and 
good faith. (Kazem Saud, 2007: 9) Second, the 

obligation of confidentiality; the members 
must preserve confidential and technical 
information related to the project and prevent 
its disclosure. (Directorate-General for Research 
and Innovation, 2015: 1) Third, the obligation 
of non-competition; members must not 
engage in competing activities without the 
consent of the other members. Fourth, the 

commitment to personal performance; each 
member is obliged to personally carry out their 
work and cannot delegate it to others without 
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the approval of the other members. (Saleh, 
2012: 122) Members’ rights include, first, the 
right to participate in consortium 
management, allowing them to attend 
committee meetings and influence decisions; 
(Mousavi & Issa, 2020: 12) second, the right to 
receive financial payments according to their 
share and project agreements; (Abdelhafiz, 2005: 
213) and third, the right to claim compensation 
from any member who fails to fulfill their 
obligations or causes harm. 

B. Provisions Arising from Consortium 
Contract Completion: "Among temporary 
federal contracts, there are legal distinctions in 
their provisions, particularly as some contain 
specific clauses that differentiate them from 
other agreements. Accordingly, the legal 
differences between consortiums and other 
contracts can be identified, as elaborated 
below.  First: Absence of Shared Capital in 
Consortiums A defining feature of consortium 
agreements is that their members lack an 
independent legal entity separate from one 
another. In other words, a consortium is not 
recognized as a distinct legal entity, and all 
financial liabilities and ownership rights 
remain with its members. This means that, 
unlike corporations, the consortium’s funds 
are not separate from the members’ capital, 
and no specific shares are allocated to 
individual members within the consortium." 

(Badr, 2018: 72)In this structure, each member 
is independently responsible for the financial 
obligations related to the implementation of 
specific parts of the project. Participation is not 
based on shared equity in a joint investment, 
but rather is defined separately and 
specifically for each section of the work—
whether during the preparation phase for 
bidding or during the implementation phase. 
(Saber, 2018: 56) Second: Absence of Joint 
Liability Among Members,The relationships 
among consortium members are defined 
through the consortium agreement. When the 
members form the consortium, they enter into 
mutual agreements to specify the rights and 
obligations of each party. In other words, this 
agreement regulates the responsibilities and 
contractual relationships between the 
members. (Amin, 2007: 56)  Moreover, the 
consortium has no separate economic or legal 
personality independent of its members, 
because responsibilities in consortium 
agreements are determined unilaterally and 

non-jointly among the members.Third: 
Absence of joint liability towards others;  
When the consortium operates to execute an 
administrative contract with a governmental 
agency, certain transactions with third parties 
such as suppliers, investors, or subcontractors 
take place. These third parties, as they engage 
in contracts and commercial dealings with the 
consortium, have specific responsibilities 
toward it. However, since the consortium lacks 
an independent legal personality, the liability 
of its members is individual and independent 
of one another. (Serry El-Din, ND: 42) This 
means that if damage is caused to a third party, 
that party can only take action against the 
member responsible for causing the damage 
and cannot pursue the entire consortium or 
other members. Ultimately, the consortium 
leader no longer acts as the legal representative 
of all members in dealings with third parties. 
(Department of Health and Social Care, 2010) 

5. LEGAL REGULATIONS GOVERNING 
COMPANY UNIONS (CONSORTIA) 

The consortium agreement, both structurally and 
in terms of legal effects, gives rise to complex and 
contentious conditions. The relationships between 
the contracting parties are a combination of 
cooperation and competition, which imparts a 
particular complexity to the project from start to 
finish. When considering the objectives of each party 
and their alignment with the consortium’s common 
goals, the matter becomes even more complicated. 
Conflicts of interest among the parties necessitate 
that such contracts be drafted with great care and 
sensitivity. Especially important is that proper 
execution and the resulting relationships must be 
managed and supervised through diligent 
monitoring of the necessary steps to achieve the 
ultimate goal—successful project completion. 
According to the consortium agreement’s terms, its 
members are obliged to fulfill their commitments, 
and the consortium is recognized as the contractor 
vis-à-vis the employer. Therefore, the members’ 
obligations are commitments aimed at achieving a 
specific result, which, under French judicial law, is 
considered an obligation to achieve a result by the 
contractor. This principle is particularly evident in 
consortium agreements related to construction 
projects or turnkey contracts. In such contracts, if the 
members fail to properly fulfill their obligations, 
contractual liability arises, even if the members have 
exerted effort and exercised due diligence 
throughout the project. For this reason, within the 
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federation of consortium companies, strict and clear 
legal regulations must be observed to prevent 
conflicts of interest and legal issues, ensuring that the 
project progresses appropriately. 

6. ARBITRATION AS A MEANS OF 
RESOLVING DISPUTES ARISING FROM 
CONSORTIUM CONTRACTS 

Departments need to enter into contracts with 
various parties to carry out their activities, which 
may be divided into two categories: private law 
contracts or public law contracts. Private law 
contracts are governed by private laws and are based 
on the will of the parties, whereas administrative 
contracts are subject to public law regulations. The 
main difference is that administrative contracts, due 
to the existence of public authority and special 
governmental privileges, have different conditions 
and effects compared to private law contracts. In 
administrative contracts, specific public law rules 
and limitations apply, and these contracts are usually 
concluded by governmental bodies. (Al-Haddad, 
2001: 22) 

7. CONCLUSION 

Large projects attract significant attention from 
many countries due to their ability to secure 
substantial loans and the high influence their owners 
exert on governmental decision-making. This 
influence can sometimes lead to decisions that 
overlook public interests. Therefore, small and 

medium-sized enterprises (SMEs) need to unite by 
forming consortiums to stand against such projects 
and prevent bankruptcy.  This study examines the 
legal nature of consortium contracts in Iraq, Egypt, 
and France, analyzing their similarities and 
differences. The findings indicate that consortium 
contracts are effective tools for connecting and 
cooperating among SMEs, enabling them to 
collectively resist large projects. These contracts 
allow companies to collaborate temporarily without 
creating an independent legal entity. Furthermore, 
consortiums support large projects in competing 
internationally, fostering trade growth and 
enhancing competition.  Moreover, consortium 
contracts can serve as appropriate instruments to 
protect vulnerable projects and prevent bankruptcy, 
provided they are accompanied by other economic 
tools such as facilitating licensing procedures and 
improving the investment climate. In Iraq, 
shortcomings in drafting such contracts do not imply 
a disregard for their importance but rather reflect the 
challenges and complexities in anticipating 
interpersonal relationships.  Ultimately, this research 
demonstrates that consortium contracts are of a 
private nature and do not require the state’s presence 
as a contracting party. Nonetheless, they can 
contribute significantly to the economic growth and 
development of countries. These contracts are 
distinct from other international agreements and 
possess specific characteristics, such as the absence of 
shared capital and limited liability. 
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