
CONSIDERATION



Definition

 consideration is a benefit which must be bargained for between 
the parties, and is the essential reason for a party entering into a 
contract.1) payment or money. 2) a vital element in the law of 
contracts



According to sec 2(d) consideration is defined as “when at
the desire of the promisor , or promisee or any other pers
on has done or abstained from doing or does or abstains
from doing ,or promises to do or to abstain from doing , s
omething , such an act or absinence or promise is called a
consideration for the promise .

CONSIDERATION

When a party to an agreement promises to do somethi
ng he must get “something” in return. This “somethin
g” is defined as consideration.



LEGAL  RULES  AS  TO  CONSIDERATION

1)It  must  move  at  the  desire  of  the  promisor.                          
2)It  may  move  by  the  promisee .
3)It  must  be  past, present  or  future .
4)It  need  not  be  adequate .
5)It  must  be  real .
6)It  must  be  illegal , immoral  or  opposed  to  public  policy .



 1.Consideration must move at the desire of the promisor
 Consideration can be offered by the promisee or a third-party 

only at the request or desire of the promisor. If an action is 
initiated at the desire of the third-party, it is not a 
consideration.

 2. Consideration may move from the promisee to any 
other person

 If you look at the definition of consideration according to 
section 2 (d) of the Indian Contract Act. 1872, it explicitly 
states the phrase ‘promisee or any other person…’ This 
essentially means that in India, consideration may move from 
the promise to any other person. However, it is important to 
note that there can be a stranger to consideration but not a 
stranger to the contract.



3. It can be in the past, present or future
 Past
 Since consideration is the price of a promise, it is normally given to 

induce the promise. However,it can be given before the promise is made 
by the promisor. This is past consideration. It is important to note that 
past consideration is not considered for a new promise since it is not been 
given in lieu of the promise. According to Indian law, ‘past 
considerations’ is ‘good consideration’ if it was given at the desire of the 
promisor

 Present
 If the promise and consideration take place simultaneously then it is 

present or executed consideration. An example is Peter goes to a shop, 
buys a bag of chips and pays for the same on-spot.

 Future
 When the consideration for a promise moves after the contract is formed, 

it is a future or executor. It is also valid if it depends on the condition



 4.Consideration need not be adequate: Section 25 clearly 
provides that an agreement to which the consent of the 
promisor is freely given is not void merely because the 
consideration is inadequate. This means that consideration 
need not be adequate to the promise.

 5.Consideration must be real and not illusory or 
impossible: The consideration must be real and not illusory. 
Real consideration is one which is not physically or legally 
impossible. Illusory means it may give the impression of a 
consideration which is not actually there



 6.Consideration must be lawful: According to Section 10, all 
agreements are contracts if they are made for a lawful 
consideration’. So consideration should be lawful, otherwise 
the agreement is void. Every agreement of which the 
consideration is unlawful is void, Section 23. It means that 
an agreement must be supported by lawful consideration. 
Section 23 also gives certain instances of unlawful 
consideration. It means that should not:— Be forbidden by 
law,

 — Defect any provision of any law.
 — Imply injury to the person or property of another person.
 — Be immoral or opposed to any public policy.



STRANGER  TO  CONTRACT
It is general rule of contract that only parties to

contract can sue & be sued on that contract . This r
ule is known as ‘Doctrine of privity’ i.e relationship
between the parties to contract .

Exceptions 
1)A  trust  or  a  charge .
2)Marriage  settlement , partition  or  other  family  arrange

ments .
3)Estoppel
4)Assignment  of  contract .
5)Contract  with  agent .
6)Convenants running  with  land .



Contract  without  consideration  
is  void Exceptions

Love  &  affection .
Compensation  for  voluntary  service .
Promise  to  pay  a  time – barred  debt .
Completed  gift .
Agency  sec (185) .
Charity .
Contract  of  bailment   sec(148 ) .



 Natural Love and Affection
 A written and registered agreement based on natural love and 

affection between near relatives is enforceable without 
consideration. The expression ‘near relative’ will include 
parties related by blood or marriage.

 Past Voluntary Service
 A promise to compensate a person, who has already 

voluntarily done something for the promisor, or something 
which the promisor was legally compellable to do, is 
enforceable. However, such service should have been rendered 
voluntarily and without promisor’s knowledge, and for the 
promisor only.



 Time-barred Debt
 A promise to pay a time-barred debt is enforceable.
 Illustration:- X owes Y, Rs. 1,000, but the debt is barred 

by the Limitation Act. X sians a written promise to pay 
Y, Rs. 500 on account of the debt. This is a contract.

 Completed Gift
 The rule of no consideration no contract does not apply to 

gifts. Explanation (1) to Section 25 of the Indian Contract 
Act, 1872 states that the rule of an agreement without 
consideration being void does not apply to gifts made by 
a donor and accepted by a donee.

 Creation of an Agency
 According to section 185 of the Indian Contract Act, 

1872, no consideration is necessary to create an agency.



 Charity
 If a person undertakes a liability on the promise of 

another to contribute to charity, then the contract is valid. 
In this case, the no consideration no contract rule does not 
apply.

 Bailment
 Section 148 of the Indian Contract Act, 1872, defines 

bailment as the delivery of goods from one person to 
another for some purpose. This delivery is made upon a 
contract that post accomplishment of the purpose, the 
goods will either be returned or disposed of, according to 
the directions of the person delivering them. No 
consideration is required to effect a contract of bailment.



No  consideration  no  contract

A promise without consideration cannot create a legal obligation
. The general rule is that an agreement made without considerati
on is void. This rule is contained in Section 25 of the Indian Con
tract Act, which declares that 'an agreement made without consi
deration is void'.
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