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Int roduct iontoCont ract

Module – I
The IndianCont r act Act , 1872 – Par t 1

1.1 Int r oduct ion

1.2 Definit ionof Cont r act andAgr eement

1.3 Essent ialsof aValidCont r act

1.4 Classif icat ion/ Kindsof Cont r act

Thewordcont ract isder ivedf romthe “Lat in” t erm“Cont ract um”meaning“drawn
toget her ”. This, t herefore, denot esdrawingt oget her of twoor moremindst oforma
commonint ent iongivingr ise t oanagreement . Thismeansfor acont ract t here shouldbe
meet ingof minds.

What isacont ract law?
Cont ract law ist hat branchof lawwhichdealswit hmakingof legally valid

agreement sandalsofor int erpret ingt heseagreement s.
Cont ract law ismainly about t heenforcement of promisesbetweentwoor more

personsor par t ies.Cour t sdonot enforceall promises.Toenforceapromise, t he cour t
will lookfor t hepresenceof cer t ainessent ial element s. If all t heseelement sare
present , acour t will holdt hat t heagreement isacont ract .

The lawof cont ract sist hebasisof businesslawbecausemajor it y of t he
t r ansact ionsinbusiness, t r ade, occupat ion, commerceandeveninprofessionandour
day t oday lif e arebasedoncont ract s.

ThePar t nershipAct , TheSaleof GoodsAct , TheMaharasht r aCo-Operat ive
Societ iesAct , TheNegot iable Inst r ument sAct , TheCompaniesAct , TheConsumer
Prot ect ionAct belongtot he lawof cont ract sbut for t echnical r easonare coveredby
separat eAct s.However , t hegeneral pr inciplesof t hecont ract lawprovided int he
IndianCont ract Act , 1872are t hebasisof t hesecont ract s.
Feat uresof lawof Cont ract :

The impor t ant feat uresof lawof cont ract are:
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Int roduct iontoCont racta. Thepar t iestothecont r act make the law for themselves(accor dingtothepr ovisions

in the IndianCont r act Act , 1872.)

b. TheCont r act Act isnot exhaust iveasit doesnot take intoaccount all the r elevant
laws, it only laysdowngener al pr inciples.

c. TheCont r act Act doesnot over r idecustomsor usages.

Objectsof Lawof Cont r act :

Theobject of lawof cont ract ist oint roduceclar it y andcer t aint y incommercial
andot her t r ansact ions.Howthisisdonecanbeexplainedby anExample: Pent er sint oa
cont ract wit hAtodeliver 1000metersof “GoldShir t ing”onaspecif iedrat e anda
f ixeddat e.Here, Pcanplanhisact ivit iesont hebasisof obt aining“GoldShir t ing”on
t hedat e f ixed. If t hiscont r act isbrokenby P, Awill get damages(compensat ion) f rom
thecour t andwill not suf fer loss.

Someagreement scannot beenforcedt hroughcour t of law.
Example: Anagreement t oplay cardsonSunday at 6p.m.or agreement t ogotoa

cinemaonSunday at 6p.m.because, int heseagreement st here isnoint ent iont ocreat e
any legal r elat ionship, t heseagreement screat eonly social r elat ionship.

How isacont ract made?
Anof fer ist he st ar t ingpoint int heprocessof makingof anagreement . Ever y

agreement beginswit honepar t y makinganof fer andwhent heot her par t y who
desir est ocreat ealegal obligat ion, communicat est ot hat par t y hiswillingnesst odo
or not t odoat hingassought by t heof feror or proposer . Thus, anagreement comesint o
exist ence f romtheaccept anceof anof fer .

Example: Aof fer st osell hispent oBfor `. 10whenBsays‘Yes’ anagreement will
come int oexist ence.

Now, youwouldf indt hat anagreement emergesf romtheaccept anceof anof fer .
Therefore, accept ance ist hesecondst ageof complet ingacont ract .Anaccept ance is
t heact of showingt heassent t oall t he t ermsof anof fer by t heof feree.

Anagreement whichisenforceableby acour t of law iscalledacont ract .An
agreement whichisnot enforceableby acour t of lawcannot becalledacont ract .

Example: Anagreement betweentwopersonst ocommit t hef t andshare t he
proper t y obt ainedt hroughsucht hef t .

Whendoesanagreement becomeacont ract ?
Anagreement becomesacont ract when-
a. It ismadeby fr eeconsent of par t ies

b. Par t iesar ecompetent tocont r act

c. Agr eement ismade for alawful object

d. Agr eement ismade for alawful consider at ion

e. Agr eement isnot declar edvoidby law.

The lawrelat ingt ocont ract sinIndiaiscont ained int he IndianCont ract Act ,
1872.ThisAct wasbrought int oforce f rom1st Sept ember 1872.ThisAct waspassedby
Br it ishIndiaand it isbasedont hepr inciplesof EnglishCommonLaw. It isapplicable t o
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cir cumstancesinwhichpromisemadeby t hepar t iest oacont ract shall be legally
bindingupont hem.

All of usent er int ocont ract sever yday knowingly or unknowingly.
Examples

Buyingmilk in themor ning

Giving loantoafr iend

Pur chasinggoodsfr omashop

Boar dingabus

Goingtowatchamovie

BuyingNewspaper in themor ningetc.

Thisishowweent er int ocont ract t houghwearenot consciousof it int hese
examplesyouwouldf indt hat t hepar t iest hemselvesdecide t he t ermsandcondit ions.
That ist osay, t hepar t iest ot hecont ract are t hemakersof lawfor t hemselves, t hey
canf rameany rulest hey desir e aslongast hey donot violat e any legal provision.

Thus, eachcont ract creat essome r ight sanddut iesupont hecont ract ingpar t ies.
The IndianCont ract Act , 1872dealswit ht heenforcement of t hese r ight sanddut ies
upont hepar t iesinIndia.

The IndianCont ract Act , 1872or iginally had266Sect ions:
a. Gener al Pr inciples: Ss. 1to75

b. Cont r act r elat ingtoSaleof Goods: Ss. 76to123

c. Special kindsof Cont r act : Ss. 124to238

(Indemnity, Guar antee, Bailment , PledgeandAgency)

d. Cont r act r elat ingtoPar tner ship: Ss. 239to266

The IndianCont ract Act , 1872cont ainedelement ar y rulesabout Saleof Goodsand
Par t nership. Thedevelopment of modernbusinesswor ldrequir edt hat newrulesshould
bemade for newpr inciples. For t hisr eason, int he year 1930TheSaleof GoodsAct and
int he year 1932ThePar t nershipAct wereenact edandt heprovisionsint he Indian
Cont ract Act were repealed.

At present The IndianCont ract Act cont ains:
a Gener al Pr inciplesSs. 1to75

b Special Cont r act Ss. 124to238

The IndianCont r act Act , 1872laysdowngener al pr inciplesr elat ingto:

a Format ionof acont r act

b. Per formanceof acont r act

c. Dischar geof acont r act

d. Remediesfor br eachof acont r act

e. Quasi cont r acts

f . Rulesr elat ingtospecial t ypeof cont r act :
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Cont ract of Guarant ee
Cont ract of Bailment

Cont ract of Pledge
Cont ract of Agency 

Themainpurposeof lawof Cont ract sist omake "makeSure" t heelement of
def init enessinmercant ile t r ansact ions.

1. IndianDefinit ion [S–2(h)] : Acont r act isanagr eement enfor ceableby law. By analysisof
thisdef init ionwe findthat acont r act consistsof twoelements :
a. Anagreement .
b. Enforceabilit y by law. (Tomakesuresomething isdoneor obeyed.)

Anagr eement isenfor ceableat lawwhen it fulf ilscer taincondit ionslaiddownin [S–
10] of IndianCont r act Act , 1872. Accor dingtothissect ion, all agr eementsar e
cont r actsif they ar emade–

i. By t he f r eeconsent of
ii. Par t iescompet ent t ocont ract
iii. For alawful considerat ionandalawful object and
iv. Arenot expressly declaredt obevoid.

They shouldalsofulf il legal formalit iesrequir edby any law.
Examplewr it ing, r egist r at ion, at t est at ion, et c.

2. Anagr eement isdef inedunder [S–2(e)] asever y pr omiseandever y set of pr omises
formingtheconsider at ionfor eachother .

3. APr omise isdef ined[under Sect ion2(b)] : Whentheper sontowhomthepr oposal ismade
signif ieshisassent ther eto, thepr oposal issaidtobeaccepted. Apr oposal whenaccepted,
becomesapr omise.

Inother wor ds, pr omise isanacceptedpr oposal.

4. APr oposal isdef ined[under Sect ion2(a)] : Whenoneper sonsignif iestoanother his
willingnesstodoor toabstain fr omdoinganything, withaview toobtainingtheassent of
that other tosuchact or abst inence, he issaidtomakeapr oposal. Ther efor e, inor der to
formanagr eement , ther emust beapr oposal or offer by onepar ty anditsacceptanceby
theother .

Agreement = of fer + accept ance.
Cont ract = Agreement + enforceabilit y
(signify: meansasignor symbol.)
(assent : meansthat acceptancehasbeensignif iedeither inwr it ingor by words

of mouthor by per formanceof someact .)
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“All cont r act sareagreement sbut all agreement sarenot cont r act s”/Test st o
ascer t ainwhet her anagreement isacont ract or not ?

The f ir st st ep inacont ract isalwayst omakesure t hat acont ract act ually
exist s. Theremust becer t ainelement swhichshouldbepresent for alegally binding
cont ract t hey are :
1. Offer /Pr oposal andAcceptance: Agr eement shouldbebasedon lawful offer madeby one

par ty anditslawful acceptanceby another par ty. Ther emust beminimumtwopar t iesfor
cr eat ingacont r act i.e. onepar ty makingtheoffer andtheother par ty accept ing it . Such
anoffer andacceptanceshouldconformtothe r uleslaiddownin theCont r act Act
r egar dingvalidoffer andacceptance.

2. Intent iontocr eate legal r elat ionship: Ther e isnopr ovision in thisAct r equir inganoffer
anditsacceptance tobemadewith the intent ionof cr eat ing legal r elat ionship. However ,
it isaset t ledpr incipleof law “tocr eateacont r act ther emust beacommonintent ionof
thepar t iestoenter intolegal obligat ions.”

The test is“what thepar t ieshadthought in their mindisnot themat ter , but what a
r easonableper sonwouldthink under thecir cumstancestobe their intent ion.” Thistest
leadsustoaconclusionthat it isfor thecour tsineach individual case tof indout whether
thepar t ieshadintendedtoenter intolegal obligat ionsor not?Wher e thepar t iesmaking
theoffer donot think of cr eat ing legal r elat ionshipamongthemselvestheoffer cannot
give r ise toavalidcont r act . Thepar t iestoanagr eement must havean intent iontocr eate
legal r elat ionshipbetweenthem. Social, f r iendly, mor al, r eligiousor domest ic agr eements
ar enot cont r acts.

Example: Anagr eement tohaveacupof teaat afr iend’shouse isasocial agr eement . A
fr iendly agr eement cannot becalledcont r act .

Example: If my br other offer smealif t by car toPune fr omMumbai, andI say tohimthat I
will cont r ibute tocost of thepet r ol andafter war dsif I donot pay, ther e isnobinding
cont r act . Thisisasocial andinformal invitat ion. Ingener al, ar r angementsof social natur e
ar epr esumednot tobe legally binding. Ontheother handcommer cial agr eementsar e
pr esumedtobe intendedasbindingcont r acts.

Example: Anagreement t obuy acomput er isacont ract .
Balfour Vs.Balfour : Ahusbandpromisedtopay t ohiswife ahousehold

allowanceof £ 30per month. Lat er on, t hey separat edandhusbandfailedt opay
t heamount .

It washeldt hat t hisagreement wasnot int endedtocreat e legal
r elat ionship.

3. Lawful Consider at ion : Consider at ionmust be includedinany validcont r act . Betweenthe
par t ies‘somethingof value’ must beexchanged. It may bemoney, tangibleobject , the
per formanceof anact , r efr ainingfr omper formanceof anact etc. that istosay…An
agr eement tobeenfor ceableat lawmust besuppor tedby consider at ion. Consider at ion
means“Something in r etur n”. Anagr eement islegally enfor ceablewhenonegetssomething
in r etur nfor something.

Theconsider at ionmay be–

a. incashor kind
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c. past , pr esent or futur e

But theconsider at ionmust be r eal andlawful. Anagr eement todosomethingfor other s
without get t inganything in r etur n isnot enfor ceable.

Suppose, I pr omise togive youmy Goldwatch, but youdonot givemeanything in r etur n. If I
br eakmy pr omiseandkeepmy watch, youcannot gotocour t andmakeme togiveGold
watchtoyou. Thisagr eement isnot bindingbecauseyoudidnot givemeanything in r etur n
(consider at ion)for my pr omise.

4. Capacity of Par t ies/Competency of Par t ies: Theabilit y toknowandunder standthe terms
andcondit ionsof thecont r act iscalledCapacity. For acont r act tobe legally valid, all the
par t iesmust havecapacity. Gener ally, Major per sonsof soundmindhavecapacity tomakea
legally validcont r act . Minor sandper sonsof unsoundminddonot havecapacity to
cont r act . That istosay,... Thepar t iesmust becompetent tocont r act i.e. capableof
enter ing intoavalidcont r act .

Ever y per son iscompetent tocont r act if he is—

a. of theageof major it y

b. of soundmind

c. not disqualif iedfr omcont r act ingby any law towhichhe issubject .

5. Fr eeConsent : Twoor mor epar t iesar esaidtoconsent whenthey agr eeuponthesame
thing in thesamesense. Thepar t iesar esaidtobeof thesamemindwhenthey agr eeabout
thesubject mat ter in thesamesenseat thesame t ime. Besides, theconsent must be fr ee
fr om–

a. Coer cion b. Undue inf luence
c. Fr aud

d. Misr epr esentat ionand e. Mistake

6. Lawful Object : Theobject andpur posemust be legal, for acont r act tobevalid. If its
pur pose isillegal becauseof law, thecont r act may become invalid. If the format ionor
per formanceof thecont r act isillegal - r esult ing intoacr ime, andor ator t or opposing
public policy or inter est , thecont r act will becomevoid. For example: any agr eement that
involvespur chaseof stolengoodsor an illegal dr ug, or involvesfr audor harmingsomeone
wouldbevoid. That istosay... Theobject of anagr eement must be lawful i.e. it must not be
(a)Immor al or (b)Opposedtopublic policy.

7. Agr eement not declar edvoid : Theagr eement must not havebeenexpr essly declar edtobe
void.

Followingagr eementsar edeclar edtobevoidby Law :

Agr eementsin r est r aint of Mar r iage [S–26]

Agr eementsin r est r aint of Tr ade [S–27]

Agr eementsin r est r aint of Legal Pr oceedings[S–28]

Agr eementshavingUncer tainMeaning[S–29]

Wager ingAgr eements[S–30]

8. Cer tainty of Terms: Theagr eement must becer tainandnot vagueor indef inite.
Uncer tainmeansnot f ixedinpoint of t imeor occur r ence, not sur e tohappen; of doubt ful
natur eor tendency.Wher e thewor dsof acont r act ar esovague that nodef initemeaning
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Example: Aagr eestosell toB“100lit r esof oil”. In thisexample, ther e isnothingtoshow
what kindof oil wasintended. Theagr eement isvoidfor uncer tainty. Mor eover , ther e
cannot beanagr eement toagr ee in futur e. i.e. Ther ecannot beacont r act tomakea
cont r act .

Any terminacont r act whichdest r oysthecont r act itself isvoid.

Example: Aenter edintoanagr eement withBtosupply goodsdur ingapar t icular per iodof
t ime. In thisagr eement ther ewasanote “cancellingthecont r act without givingany
r eason, at any t ime”. B terminatedthecont r act dur ingthat per iod. Aafter war dsf ileda
suit for r ecover y of damagesfr omBfor br eachof cont r act .

It washeld- once theoffer isaccepted, any terminthecont r act whichdest r oysthe
cont r act itself isvoid.

9. Possibilit y of Per formance : Theagr eement must becapableof beingper formed.

Anagr eement todoimpossibleact isvoid.

Example: Apr omisestogive ` 1,000toB, if Bcanpr ove twopar allel linescanmeet each
other . Suchanagr eement isvoid.

10. Formof acont r act : The lawdoesnot pr escr ibeany formof cont r act . Ther efor e,
cont r actsmay be inany formincludingor al andwr it ing.

11. Legal formalit ies: TheGener al r ule isthat anagr eement may be :

a. either or al or b. inwr it ing.

Wr it ingCompulsor y :

Ther ear ecer tainagr eementswhichar e r equir edtobe inwr it ing.

Example: Lease, gif t , mor tgageof immovablepr oper ty, negot iable inst r uments– suchas
Pr omissor y Note, Bill of Exchange, cheque, etc.

Regist r at ionCompulsor y :

a. Documentsof whichr egist r at ion iscompulsor y under [S–17] of the Indian
Regist r at ionAct , 1908.

b. Cont r actsmadeout of natur al loveandaffect ion [S–25(1)] .

c. Tr ansfer of ImmovablePr oper ty. e.g. Land, f lat , house, etc.

d. Memor andumof Associat ion, andAr t iclesof Associat ionof aCompany.

All t heseelement smust co–exist , only t henit will beavalidcont r act . If oneof
t hemisnon–exist ent , t he cont ract may become illegal, void, voidableor unenforceable.
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1. VoidableCont r act : (whichcanbemade void) : If acont r act whichcanbe r ejectedby one
of thepar t ieson legal gr ounds, it iscalledvoidablecont r act . Avoidablecont r act isvalid
andbindingunlessthepar ty ent it led(thepar ty whohaslegal gr oundtor eject the
cont r act )avoidsit . That istosay,... Avoidablecont r act isonewhichcanbeavoidedby some
of thepar t iestotheagr eement . Acont r act isvoidablewhen it issuchthat it canbe
avoidedby theper sonent it ledtoavoid it .

[S– 2(i)] says–Anagr eement which isenfor ceableby lawat theopt ionof oneor mor eof
thepar t iesther eto, but not at theopt ionof other or other siscalledvoidablecont r act .”

Example : Cont r actsbr ought about by coer cion, undue inf luence, fr audand
misr epr esentat ionar e voidablecont r acts. Because, theconsent obtainedinsuchcasesis
not r eal or genuineconsent .

Thepar ty whoseconsent isnot fr eemay avoidthecont r act if hesodesir es. If thepar ty
failstoexer cisehisopt iontoavoid, thenthecont r act cont inuestobevalid.

In the lawof cont r actsavoidablecont r act isonewher e ther e isnofr eeconsent because
of coer cion, undue inf luence, fr audandmisr epr esentat ion. Thepar ty whoseconsent is
thuspr ocur edhasar ight tohave it set aside.

2. Voidcont r act : (not legally valid or having nolegal for ce) [S.2(g)] : Anagr eement not
enfor ceableby law issaidtobevoid i.e. anagr eement whichceasestobeenfor ceableby
lawbecomesvoid.

Example: Acont r act toimpor t goodsfr omafor eigncount r y becomesvoidwhenawar
br eaksout betweenthe impor t ingandtheexpor t ingcount r y.

e.g. Agr eementsby way of wager .

Avoidcontact isnot acont r act at all. It isnot bindingandnolegal act ioncanbe taken if it
isbr oken.

Agr eementswhichdonot fulf il the r equir ementsof sect ion10ar evoidabinit ioi.e. r ight
fr omthebeginning. They never passthestageof agr eement tothestageof acont r act .

VoidCont r act VoidableCont r act

Inavoidcont r act noobligat ionor r ight
ar isesor accr uestopar t iestothe
cont r act fr omavoidcont r act . Such
cont r actsar enot cover edby law.

Avoidablecont r act cont inuesat theopt ionof
onepar ty; it isthedesir eof onepar ty either
tor escindit or cont inue; it isenfor ceableat
theopt ionof onepar ty andiscover edby law.

Avoidcont r act cangive r ise tonolegal
liabilit y since t r ansact ion isnullit y.

Avoidablecont r act r emainsvalidunt il
r escinded.

Avoidcont r act cannot confer any r ight .
Avoidablecont r act confer senfor ceable r ight
t ill isnot essent ial.

Thecont r act becomesvoidwhen it
ceasestobeenfor ceable.

Acont r act becomesvoidableonly whenconsent
toagr eement isobtainedby coer cion, undue
inf luence fr audor misr epr esentat ion.

Avoidcont r act cannot bemadevalidby Avoidablecont r act canbemadevalidby the
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consent .

par ty whohasar ight tor escindit by givingup
hisr ight of r escinding it .

3. Unenfor ceableCont r act : It isavalidcont r act in law, but it isnot enfor cedinacour t of
lawbecauseof some technical defect .
Example: Cont ract bar r edby lawof limit at ionor absenceof wr it ing, et c.
In theevent of br eachof suchcont r acts, theaggr ievedpar ty will not beent it ledtothe
legal r emedies. (cannot f ile acaseandobtain judgement inhisfavour ).

4. Expr essCont r act : Whenthe termsof acont r act ar e r educedintowr it ingor ar eagr eed
uponby spokenwor dsat the t imeof itsformat ion, thecont r act issaidtobeanexpr ess
cont r act .

[S–9] : Acont r act issaidtobeexpr esswhen it isenter edintoby wor dsspokenor
wr it ten.

5. ImpliedCont r act : Acont r act inwhichthe termsof thecont r act ar e infer r edfr omthe
act , conduct or dealingsbetweenthepar t iesor fr omthesur r oundingcir cumstancesis
calledan ImpliedCont r act . Thisisacont r act wher e the lawpr esumesamantohave
pr omisedtoper form. Thesear e thecont r actsnot fully expr essedinwor ds, it istobe
infer r edfr omtheact or conduct .

Example:

a. goingby apublic bus.

b. takingacupof teainar estaur ant .

c. lif t ing luggage tobecar r iedout of ar ailway stat ion.

d. obtainingat icket fr omautomat icweighingmachine.

[S–9] : Wher e thepr oposal or acceptanceof any pr omise ismadeother wise than inwor ds,
thepr omise issaidtobe implied. An impliedpr omise r esultsintoan Impliedcont r act .

6. Quasi Cont r act : (whichseems like) : Acont r act isintent ionally enter edintoby the
par t ies. Ontheother hand, aQuasi cont r act iscr eatedby law. Thus, cer tainobligat ions
whichar enot cont r actsbut ar econsider edtobesoby law, ar ecalledQuasi cont r acts.

Whenoneper sonobtainsabenef it at theexpenseof another andthecir cumstancesar e
suchthat heought , equitably topay for it , the lawwill compel payment , even if ther e isno
cont r act betweenthepar t ies, by whichpayment ispr omised. Thepar t ies, will beput in
thesameposit ionasthey wouldhaveoccupied, asif ther e isacont r act betweenthem.
Suchcasesof obligat ionsar eknownasQuasi cont r acts. It isnot at all acont r act . It is
deemedacont r act by law. [S–68–72] deal withQuasi cont r acts.

7. ExecutedCont r act : (t hat which isdone): Wher enothingr emainstobedoneby either
par ty, andwher e the t r ansact ion iscompletedat themoment whentheagr eement ismade,
thecont r act issaidtobeexecuted. Acont r act wher e thepar t ieshaveper formedtheir
obligat ionsunder thecont r act iscalledanexecutedcont r act .

Example: Aagr eestosell hiscar toBfor ` 20,000.WhenAwill give thecar andBwill pay `
20,000thecont r act issaidtobeexecuted. i.e. whenboth thepar t iesper formtheir par t
of obligat ionunder thecont r act .

8. Executor y Cont r act : (which isst ill being car r iedout ) : It isacont r act inwhich
something istobedoneafter thecont r act ismade. Acont r act wher e thepar t iesar e yet
toper formtheir r espect ivepr omisesiscalledanexecutor y cont r act .

In theabove illust r at ion, if Ahasnot deliver edthecar andBhasnot paidthepr ice, the
cont r act will beanexecutor y cont r act . It may alsobe that acont r act may bepar t ly
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paidthepr ice, thecont r act isexecutedastoAandexecutor y astoB.

9. SimpleCont r act : All cont r actsnot madeunder seal ar esimplecont r acts. Thesecont r acts
ar ealsoknownby itsear lier namePar ol Cont r acts. Thesecont r actsmay bemadeor ally or
inwr it ingor impliedfr omconduct or by customor by law. However , theymust alwaysbe
suppor tedby consider at ion.

10. Cont ingent Cont r act : Acont r act todoor not todosomething if someevent , collater al to
suchcont r act , doesor doesnot happen. [S.31]

Example : Acont r actstopay B` 10,000if B’shouse isbur nt .

Her e, liabilit y of Aar ises, only whenapar t icular event takesplace i.e. bur ningof B’s
house. Thisisanevent , collater al tothemaincont r act .

11. Standar dformcont r act or cont r act of adhesion : Astandar dformcont r act or cont r act of
adhesion isacont r act between2par t ieswher e the termsandcondit ionsof thecont r act
ar emadeby oneof thepar t iestothecont r act andtheother par ty isplacedina‘‘take it
or leave it ’’ situat ion/posit ionwith lit t leor noabilit y tonegot iate termsmor e favour able
tohim. Adhesivecont r act meansweaker par ty hasnochoiceastoitsterms

Examples:

a. Insur ancePolicies: Her e, the insur er decideswhat it will or will not insur eandalso
the languageof thecont r act .

b. Cont r act withGover nment Agencies: Thesear eusually thecont r actsfor andon
behalf of thegover nment includingthePr esident of Indiaandor theGover nor of
thestate. Her e, theclausesof thecont r act ar emadeby thegover nment agency
basedon laws, r ulesandr egulat ions. Thesecont r actsar e legal, but ther e isno
possibilit y for negot iat ionsby thepar ty.

Thr ee r equir ementsof [Ar t .299] of theConst itut ionof India.

i. Cont r act shouldbemade int henameof President or Governor , ast he
casemay be;

ii. It must beexecut edby aut hor isedperson;
iii. Suchpersonmust execut e t hecont ract int heprescr ibedmanner int he

nameof President or Governor , ast hecasemay be.
c Other examples: Cont r act for elect r icit y, gas, telephone, mobile connect ionetc.

Explanat ion : Standar dformcont r act or cont r act of adhesion isatypeof cont r act , a
legally bindingagr eement betweentwoor mor epar t iestodocer tainacts, inwhich
onesidehasall thebar gainingpower andusesthat power towr ite thecont r act
pr imar ily tohisadvantage. Thesecont r actsar eenfor ceable. In fact , many
businesseswill never conclude their volumeof t r ansact ionsif thepar t ies
individually star t negot iat ingtermsof ever y cont r act .

Anexample isastandar dformof acont r act that offer sgoodsand/or ser vicesto
consumer swithout givingthemoppor tunity tonegot iate termsthat wouldbenef it
the inter est of theconsumer .Whenthishappens, theconsumer cannot obtain the
desir edgoodsandor ser vicesunlessheagr eestoall the termsof thecont r act .

12. E- Cont r act

In themoder nt imes, theconvent ional waysof doingbusinesshavebecomeout - dated.
Businesses, bothexist ingandnewar e t r yingtocr eateanonline individualit y andane-
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Int roduct iontoCont ractcont r act stand, lookingtotheneedsof thesociety andbusiness.

E- cont r act isapar t of e- business. Her e, businessisdonewithanext r aelement –The
cont r act her e takesplace thr ough inter net . Theseelect r onic cont r actsar ebor nout of
theneedfor speed, easeandeff iciency. In theelect r onic age, thewholecont r act canbe
made inshor t t imewithpar t iesf inalizingandagr eeingtoanelect r onic copy of acont r act .

E- cont r act helpstodr aft andnegot iatesuccessful cont r actsfor business. Anelect r onic
or digital cont r act isanagr eement dr aftedandsignedinanelect r onic form. An
elect r onic cont r act canbedr aftedin thesamemanner inwhichanormal har dcopy
agr eement isdr afted.

Example : Anagr eement isdr aftedonacomputer andsent totheother par ty by ane-mail.
Theother par ty, in tur n, e-mailsit backwithacceptance.

Q.1 Answer the followingQuest ions

1. Discussthevar iouselementsof avalidcont r act .

2. “Cont r act isanagr eement enfor ceableby law.” Comment anddiscusstheminimum
condit ions, r equir edfor anagr eement if it istobeenfor ceable inacour t of law.

3. Discussbr ief ly theessent ialsof avalidcont r act .

4 What isacont r act?What ar e itsconst ituent elements?Discusstheessent ialsof avalid
cont r act .

5. “All agr eementsar enot cont r actsbut all cont r actsar eagr eements.” Discussthe
statement explainingtheessent ial elementsof avalidagr eement .

6. Discussbr ief ly thenatur eof acont r act , giving itsessent ial r equir ements.

7. Elucidate thedef init ion, indicat ingclear ly thevar iouselementsof avalidcont r act .

8. What testswouldyouapply toascer tainwhether anagr eement isacont r act?

9. Def ineacont r act . What isthedist inct ionbetweenanagr eement andacont r act?
Enumer atediffer ent kindsof cont r acts.

20. Explaindiffer ent kindsof cont r acts.

21. What isanE- cont r act?Explainvar iouskindsof cont r act

Q.2 Dist inguishbetween :

1. VoidandvoidableandUnenfor ceablecont r acts.

2. Agr eementsandCont r acts.

3. Cont r act andQuasi cont r act

Q.3 Wr ite shor t noteson :

1. Quasi cont r acts. 2. Voidagr eement .

3. Standar dformcont r act . 4. E- Cont r act .

Q.4. Def ineandexplainpr oposal.

1. ‘All agr eementsar enot cont r acts, but all cont r actsar eagr eement ’. Discusstheessent ials.


