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The Indian Contract Act, 1872 
Unit -2 Consideration 

What is Consideration? Explain the legal rules regarding valid consideration. 
(Nou. 2019) 

A) Introduction: 

OR 

What is Consideration? Explain the essentials ofa valid consideration. 

When a party to an agreement promises to do something, he must get 'something' in 
return. This something is defined as consideration. Consideration is based on the term 
"quid-pro quo" which means "something in return". Whena person makes a promise 
to another, he does so with an intention to deriue some "aduantage" from him. This 
act to do or to refrain from doing something is known as consideration. 
Thus, every contract consists of two parts, viz., promise and consideration for the 
promise. 

Section 2(d) defines consideration as follows: 
"When at the desire of the promisor, the promisee or any other person has done or 
abstained from doing, or does or abstains from doing or promises to do or abstain 
from doing something, such an act or abstinence or promise is called consideration 
for the promise". 

Legal Rules regarding Consideration / Essentials of a Valid iConsideràtion: 
The following are the essentials of a valid constderation. 

Consideration must move at the desire of the promi_or: 
Consideration must be offered by thé, promisee, or the third party at the desire or 
request of the promisor. This implies"returh" element of consideration. An act done at 
the desire of a third party i_ not a consideration. 

Case Law: In Durga Prasád u. Baldeo, D (defendant) promised to pas to P (plaintiff) a 
certain commission on articles which would be sold through their agencs in a market. 
Market was construct�d by P at the desire of the C (Collector), and not at the desire of 
the D. D was not bound to pay as it was without consideration and hence void. 

Consideration may moue from promisee or any other person: 
Consideration may moue from promisee or if the promisor has no objection from any 
other person. According to the definition consideration as given in section 2 (d) 
mahes that proposition clear. According to the definition, when at the desire of the 
promisor, the promisee or any other person does something such an act is 

consideration. 
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me
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pro
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con
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the
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con
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con
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m. This

 is
 

kno
wn as

 Sinc
e a 

con
tra

ct is
 a 

pri
vat

e 

rel
ati

on
sh

ip 

bet
wè

en 

par
tie

s who mak
e it. The 

rig
hts

 and 

ins;
 

Do
ctri

ne 

of
 

Pri
uit

y of
 

Co
ntr

ac
ts:

 

Wr
ite 

a 
note

 on
 

Do
ctr

ine
 of

 
Pri

uit
y of

 
Co

n�r
act

s, 

12
 

Str
an

ge
r to

 
co

ntr
ac

t 

can
no

t 

sue
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. 

An
yth

ing
 

whi
ch is

 

Ca
nsi

der
atio

n must
 not be

 
un

law
ful

, 

Im
mo

ral 

or
 

opp
oed

 to
 

pub
lis 

pol
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cal
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res
tri
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co
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r are bin
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it. 
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con
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att

ach
ed

 

with
 the land

 so
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eue
r is
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su
cc

ess
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used
 for 

Ind
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pur
pos
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to
 

pro
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t the 
oth

er 

ag
ric

ult
ura

l 

land
 

from
 

po
llu

to"
 

ag
ric

ult
ura

l 

lan
d. H

e 
sold

 the 
oth

er land
 

co
nta

ini
ng

 a 
co

nd
itio

n tha
t it 

can 

nev
er Ex

am
ple

: One 

ow
ner

 of
 

the land
 

hau
ing

 

two 

lan
ds 

ad
jac

en
t to

 
eac

h 

oth
er.

 

One 

(iu)
 

The 
p (iü)

 The 
p 

iü) 

The 
se

 The s
E

 

aff
ect

ing
 the land

 

may be
 

enf
orc

ed by
 

the 
suc

ces
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the 
sel

ler.
 not

ice that
 the 

ow
ner

 of
 

land
 is

 
bou

nd by
 

cer
tain

 

dut
ies

 

aff
ec

tin
g 

lan
d, the 

cov
ena

nt 

In
 

the case
 of

 

fac
tor

 pro
mis

 do
ne 

=
 

6.
 

Co
ven

ant
s with

 
lan

d: 

2,
 

A
 rec
ov

er the 
sam

e 

from
 the 

for
me

r i.e. M
. the 

mo
ney

 for him
, 

bu
t,a

fte
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ard
s 

M
 

ref
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s to
 

pay the 
mo

ney
. 

N
 

will
 be

 
en

titl
ed

 to
 

Ex
am

ple
: if

 L
 

giu
es to

 
M

? 

20,
000

 to
 

be
 

giu
en to

 
N

, 
and 

M
 

inf
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s 

N
 

tha
t he

 
is

 
ho

ldi
ng

 

and sic
 

da
ug

ht Exa
mp

 par
ty, 

it 
wou

ld 

re_
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 ai
 

bin
din

g 

ob
lig

ati
on

 

tow
ard

s 

thir
d 

par
ty.

 Wh
ere the 

pro
mi

sor
 by

 
his 

con
du

çt 

ac
kn

ow
led

ge
s 

him
sel

f as
 

an
 

age
nt of

 
the thir
d 

(iu)
 It

 

S.
 

Ac
kn

ow
led

ge
me

nt 
or

 
es

top
pe

ls:
 

(iüü
) It

 (iü)
) Par ass

ign
ee can 

en
for

ce the 

co
ntr

act
. 

to
 

him,
 on

 
acc

ou
nt of

 
the 

ass
ign

me
nt.

 For 

exá
mp

le. 

tn
 

cas
è, of

 
dea

th or
 

ins
olu

en
cy

 an
 

ass
ign

ed,
 the 

ass
ign

ee can 
enf

orc
e the 

con
tra

ct for 
çar

jou
s 

ben
efi

ts thot
 

wo
uld

 

acc
rue

 

In
 

the case
 of

 
ass

ign
me

nt of
 a 

co
ntr

act
, 

whe
n the 

ben
efi

t 

un
de

r, 

a 
co

ntr
act

 has been
 

As
sig

nm
ent

 o
f 

Co
ntr

ac
t: 

(i)) I
t m

 
Co

nd
itic

 and his
 oth
er, 

ne
 of

 
na

tur
 co

nt
ra

ct
. 

the 

co
nt

ra
ct 

ma
de 

be
tw

ee
n Mr. 

X
 

and Mr. Pur
i 

eve
n 

tho
ug

h she was 

st
ra

ng
er

 to
 

Wh
en 

an
 A

n 
agr

eE
 

the 
ben

efit
 of

 a 
per

son
, he

 
may file the suit 

tho
ugh

 he
 

is
 

not 
a 

part
y to

 
the 

agr
eem

ent
. In

 
the case

 of
 

cer
tain

 

ma
rria

ge 

con
tra

cts
/ 

arr
ang

em
ent

s, 

a 
pro

uis
ion

 may 

be
 

mad
e for 

enf
orc

eat
 

fo
llo

w
in

g 
Ho

we
ue

r. 
Ex

cep
tion

 

In
 

case
 of

 
cert

ain 

ma
rria

ge 

co
ntr

act
s: all

ow
an

ce
 in

 
the 

cou
rt of

 
law

. Held
: 

The
ir 

mo
ther

 

alth
oug

h 

stra
ng

er 

to
 

con
tra

ct can 

req
uire

 

thei
r sons

 for such 

par
titio

n of
 

join
t 

pro
per

ties
. But late

r they
 

den
ied 

to
 

abid
e by

 
it. 

Exa
mpl

e: Two 

bro
the

rs 

X
 

and 
Y

 
agr

eed
 to

 
pay an

 

allo
wa

nce
 of

 

20,
000

 to
 

mot
her 

on
 

An
s; 

i.e. 
Ag

ree
n 

If
 

he
 

doe
s 

con
trac

t" 
o 

ca
nn

ot bec
 

de
fin

ed
 as

 par
ty t

o ar
 

C
on

sid
er

at
i 

A
) 

N
o 

Co
nsL

 

may 

enf
orc

e the 
agr

eem
ent

. writ
ing,

 the 
mem

bers
 of

 
fam

ily who 

orig
inal

ly had not been
 

par
ties

 to
 

the 

set
tle

me
. In

 
the case

 of
 a 

fam
ily 

sett
lem

ent,
 if

 
the 

term
s of

 
the 

sett
lem

ent are 

redu
ced 

Di
scu

ss "Ag 
exc

epti
ons

 t
 

Writ
ten 

fam
ily 

set
tlem

ent
s: 

"No 
co

ns
ide

r 

part
y to

 
the 

agre
eme

nt can 

enfo
rce 

it. 

betw
een

 A
 

and 
B

 
wh

ereb
y to

 
secu

re Soie
 

wit
hin

 the scc 
The 

Con
trac

ts 

co
ue

na
nt 

run
nin

g wit
h the 

lan
d, the 

pe
rso

n who 

pu
rc

ha
se

s lan
d wth 

pror
 

Co
mp

e 

she was 

aga
in 

ill-
tre

ate
d by

 
her 

hu
sba

nd
. 

Hel
d, she has all 

rig
ht to

 
sue Mr. 

X
 

ag
ain

st fath
er Mr. Puri

 

tha
t he

 
will

 

trea
t her 

pro
pe

rly
 or

 
else

 pay her 

mo
nth

ly 

all
ow

an
ce

. But 

Ex
am

ple
: Mr. X's wife

 

des
ert

ed him for 

ill-
tre

ati
ng

 her.
 Mr. 

X
 

pro
mi

sed
 his 

wif
e's B

) 

m
a 

e 
pri

nci
pal

 



(iu 

The 
pro

mi
sor

 

mus
t 

hav
e 

int
end

ed 

to
 

co
mp

en
sat

e the 
pro

mi
see

. 

(ii) The 
The 

The 

2 

fac
tor

s 
mu

st 
ex

ist
: 

pro
mi

se to
 

pay for the pas
t 

vo
lun

tar
y 

ser
uic

es be
 

bin
din

g, the 

fol
low

ing
 

ess
en

tia
t done

 
Co

mp
ens

atio
n poi
d for pas
t 

vo
lun

tar
y 

ser
vic

es 

: 

and 
sig

ned
 it 

and 

reg
iste

red
. The 

agr
eem

ent
 is

 
vali

d. 

dau
gh

ter
- in

 
-law

 a 
gol

den
 

nec
kla

ce wor
th 

5,0
0,0

00
. 'A' 

mad
e the 

pro
mis

e in
 

wri
ting

 

Ex
am

ple
: A

 
out of

 
na

tur
al loue

 and 

aff
ect

ion
 

pro
mi

ses
 to

 
give

 his 
new

ly 

we
dde

d 

(iu) 

It
 

mus
t also
 be

 
req

iste
red

 

und
er. the law

. 

(ül)
 It

 
mnu

st be
 

in
 

wr
itin

g. 

(i) 
Pa

rtie
s 

mus
t 

stan
d in

 
near

 

rel
ati

on
sh

ip 

to
 

each
 

oth
er. 

(i) It
 

mus
t be

 
mad

e out of
 

na
tur

al love
 and 

aff
ect

ion
 

be
tw

éen
 the 

pa
rtie

s. 

Co
nd

itio
ns

 to
 

be
 

ful
fill

ed
 

und
er 

sec
tio

n 25(1
) 

and his son
, or

 
be

tw
een

 a
 

hu
sba

nd
 and wif
e. 

A
n 

ag
ree

me
nt mad

e on
 

acc
ou

nt 

of
 

Na
tur

al love
 and 

aff
est

ion
 

sec
tio

n 25
 

(1):
 

enf
orc

eab
le. 

fol
low

ing
 

cas
es,

 the 

ag
ree

me
nt 

tho
ug

h 

mad
e 

wi
tho

ut 

co
ns

ide
rat

ion
, will

 be
 

val
id and 

Ho
we

ve
r, the 

Ind
ian

 

Co
ntr

ac
t Act 

co
nt

ain
s 

ce
rta

in 

ex
ce

pt
io

ns
 to

 

this
 

rul
e. In

 
the 

(B) 

Ex
cep

tio
ns to

 
the rule 

of
 

i.e. 
Ag

ree
me

nts
 

wi
tho

ut 

co
ns

ide
rat

ion
 are voi

d. 

co
ntr

ac
t" or

 
in

 
Lat

in 

ph
ras

es 

as
 

"N
ud

um
 

Pa
ctu

m"
 or

 
"Ex 

Nud
o 

Pac
to non 

ori
tur

 

act
ion

" can
not

 

bec
om

e 

a 
co

ntr
ac

t. This
 law 

is
 

de
scr

ibe
d in

 
the 

ph
ras

e: "No 

co
ns

ide
rat

ion
 N

o 

def
ine

d as
 

co
ns

ide
rat

ion
. 

Th
ere

for
e, an

 
ag

ree
me

nt 

wit
hou

t 

co
ns

ide
rat

ion
 is

 
void

 and 

If
 

he
 

doe
s not get 

so
me

thi
ng

 in
 

ret
urn

, the 

co
ntr

ac
t is

 
not 

val
id.

 

This
 

'So
me

thi
ng

 is
 

par
ty to

 
an

 
ag

ree
me

nt 

pro
mi

ses
 to

 
do

 
so

me
thi

ng
, he

 
mus

t get 
'So

me
thi

ng
' in

 
ret

urn
. 

Co
ns

id
er

ati
on

 is
 

one of
 

the 

es
se

nt
ial

 

ele
m

en
ts to

 
su

pp
or

t 

a 
val

id 

co
nt

ra
ct.

 

Wh
en 

a An
s. A

) 
N

o 
Co

nsi
de

rat
ion

 N
o 

Co
ntr

act
: exc

ept
ion

s to
 

this rule
? 

pis
cus

s 

"A
gre

em
en

ts mad
e 

wi
tho

ut 

co
ns

ide
rat

ion
 are 

voi
d."

 Are 
the

re any 

(Ma
y 

201
8, Jan.

 

202
1, Dec

. 

202
2) 

O
R

 . 

wNo 

co
ns

ide
rat

ion
, N

o 
Co

ntr
ac

t" 

Co
mm

en
t. 

Sta
te the 

ex
ce

pti
on

s to
 

this
 

rule
. 

The 
wit

hin
 the 

sco
pe of

 
his 

au
tho

rity
 and in

 
the 

nam
e of

 
the 

pri
nci

pal
. 

ori
nc

ipa
l can 

en
for

ce
 the 

Con
trac

ts mad
e by

 
age

nt 

: 

pro
mi

sor
 

mus
t be

 
in

 
ex

ist
en

ce
 at

 
the tim
e 

whe
n 

ser
vic

es wer
e 

ren
de

red
. 

ser
uic

es mus
t 

hau
e been
 

ren
de

red
 for the 

pro
mi

sor
. 

ser
uic

es 

sho
uld

 

hau
e bee
n 

ren
de

red
 

vo
lun

tar
ily

. 

som
eth

ing
 for the 

pro
mi

sor
, is

 
en

for
cea

ble
 

und
er 

Sec
tion

 

25(
2). 

In
 

ord
er that

 a 

A
 

pro
mis

e t
o 

com
pen

sat
e, 

wu
hol

ly or
 

in
 

par
t, 

a 
per

son
 who has 

alr
ead

y 

vo
lun

tar
ils

 

oth
er,

 no
 

co
ns

id
er

ati
on

 is
 

req
uir

ed
 in

 
such

 a 
case

 E.g. an
 

ag
ree

me
nt 

be
tw

ee
n 

a 
fat

he
r 

of
 

na
tur

al love
 and 

aff
ec

tio
n 

be
tw

ee
n the 

pa
rtie

s 

sta
nd

ing
 in

 a 
nea

r 

rel
ati

on
 to

 
eac

h Whe
n an

 
ag

ree
me

nt 

is
 

mad
e in

 
wr

itin
g and 

reg
ist

ere
d 

und
er the law and 

is
 

mad
e out 

co
nsi

de
rat

ion
 :

 
co

ntr
ac

ts 

en
ter

ed
 by

 
his 

age
nt 

uhe
re the 

age
nt has 

act
ed 



Example: 
P 

finds 
R's 

wallet 
and 

giues 
it to him. 
R

 

Promise 
to 

pay 

tim
e 

barred 

debt_: 

Where 
a promise 
in writing 

signed 
by 
the 

person 

m
aking 

it or by 
his 

authorised 

agent. 

is made 
to pay 
a debt 

barred 
by 

lim
itation 

it is ualid 

without 

consideration. 

The 

debt 
is barred 
by 

lim
itation 

if it rem
ains 

unpaid 
or 

unclaim
ed 

for 
a period 
of th

reeb
 

years. 60,000 

but 

the 

debt 
is barred 
by 

th
e 

Lim
itation. 

A
 50,000 
in 

final 

settlem
ent 

of 

th
e 

debt. 

This 
is a 

Exam
ple: 

A
 

is indebted 
to C

 
for sign 

a uritten 

prom
ise 

now
 

to 

pauy contract 

Creation 
of 
agency: 

A
ccording 

to 

Section 
185 
of the 

Indian 

Contract 

Act, 

1872, 
no 

consideration 
is 

necessary 

to
 

create 
an 

agency. 

In 

case 
of 

com
pleted 

gift_: 

5. 

In 

case 
of com

pleted 

gifts, 

the 

rule 
no 

consideration 
no 

contract 

does 

not 

apply. 

Explanation 
(1) 
to Section 
25 

states 

"nothing 
in this 

section 

shall 

affect 
the 

ualidity 
as betw

een 

the 

donor 

and 

donee, 
of 

any 
gift 

actually 

m
ade." 

Thus, 

gifts 
do not 

require In 

case 
of 

B
ailm

ent: 

6. Bailment 
is 
a contract 

where 

goods 
are 

deliyeredfor 

�pdrti
ular 

purpose 

and 

once 
the 

In 

case 
of 

Charity 
: If a promisee 

undertakes 
the 

(iability 
gr 
the 

prom
ise 

of the 

person 
to 

contribute 

charity, 

there 
the 

contraçtish�ls_ 
be 

vatid 

prom
ises 

to give 
P

? 

10,000. 
This 
ie 

valid 
contract. 

without 
consideration, 
but 

enforceable. 

any 
consideration. 

purpose 
is served, 

goods 

are 
to 
be retum

ed 
back: 

T
here`aretw

o 

parties 

bailor 
anc 

bailee. 
No 

consideration 
is required 

to.affect 

à,contract 
of bailm

ent 
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