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Abstract
This paper offers a comprehensive analysis of the doctrine of consideration under the Indian
Contract Act, 1872, emphasizing its enduring significance in the law of contracts. Section 2(d) of
the Act defines consideration as the act, abstinence, or promise made at the promisor’s desire by
the promisee or any other person—a formulation that reflects both the common law heritage and
India’s unique statutory adaptation. The paper explores the essential attributes of consideration,
including its lawful nature, sufficiency, and timing, and explains how Indian law diverges from
English principles by recognizing past and third-party consideration. Through key judicial
precedents such as Durga Prasad v. Baldeo and Chinnaya v. Ramayya, the study illustrates how
courts have interpreted consideration as a flexible yet indispensable element of contractual

validity.

Further, the paper examines the statutory exceptions under Section 25, which validate certain
agreements made without consideration, such as those based on natural love and affection,
voluntary compensation, and promises to pay time-barred debts. A comparative perspective with
the United Kingdom and the United States highlights India’s balanced approach—upholding the

classical notion of consideration while accommodating equitable and practical concerns.

In conclusion, the paper contends that the doctrine of consideration in India functions not merely
as a formal prerequisite but as a safeguard of contractual fairness and intent. By interpreting the
concept with breadth and pragmatism, Indian courts have ensured that the law of contracts

remains responsive to both commercial necessity and the broader principles of justice.
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Introduction

In Indian contract act, consideration is an essential element of a valid contract. Section 2(d) of the
Indian Contract Act, 1872, defines consideration broadly: “when, at the desire of the promisor, the
promisee or any other person has done or abstained from doing...something, such act or abstinence
or promise is called a consideration for the promise”. In other words, consideration is the quid pro
quo exchanged at the promisor’s request. Without valid consideration, an agreement is generally
void (except in prescribed cases under section 25). This Article examines the concept of
consideration in India, its doctrinal requirements (adequacy, timing, and source), statutory
exceptions, and its interaction with privity of contract. We also compare the Indian position with

UK and US principles and review recent judicial developments.

Historical Background

The Indian Contract Act, 1872 was enacted by the British colonial government, largely modeled
on English common law. The doctrine of consideration—central to common law contracts since
Currie v. Misa (1875) LR 10 Ex 153 (benefit-detriment theory)—was incorporated into the Act.
However, the framers adopted some modifications. Notably, unlike strict English rules (where
past consideration is generally no consideration), the Act’s language explicitly contemplates past,
present, or future acts as consideration. Scholars note that Section 2(d) is broader than the classical
“money’s worth” test: it can cover even subjective or gratuitous promises, so long as an act or
abstinence occurred at the promisor’s desire. Over time, Indian courts have largely adhered to this
statutory formulation while observing its exceptions and nuances, thus creating a distinctive Indian

jurisprudence on consideration.

Key Doctrinal Elements

Definition and Essentials:

Section 2(d) (Act No. 9 of 1872) defines consideration as something done at the desire of the
promisor by the promisee or any other person.

The principal requirements are:

At the promisor’s desire: The act or promise must have been done because the promisor requested

it. Acts done voluntarily, without request, do not qualify as consideration. (For example, in Durga
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Prasad v. Baldeo (1880) ILR All 117, a promise based on a third party’s desire failed for lack of

consideration.)

Done by the promisee or another:

The consideration may move from the promisee or from any other person. Thus, a stranger to the
contract can provide the benefit or do the act (at the promisor’s request) on behalf of the promisee.
(For instance, the classic Privy Council case Chinnaya v. Ramayya (1882) 4 Mad 154 held that
although the promisor’s sister provided the consideration, the promisor could enforce the promise
against his daughter, because consideration had in effect moved at the promisor’s direction.)
However, privity of contract still means that only a party to the contract can sue on it, even if a

third party furnished the consideration.

Must involve a legal act, forbearance, or promise: The consideration is valid if it is an act done,
an act foreborne, or a promise to do or forbear, provided it is at the promisor’s desire. It must have
some legal value (be “of some value in the eyes of law”) and be lawful. Under section 23 of the
Act, an unlawful consideration or object (e.g. forbidden by law or against public policy) voids the

contract. (Nor can an impossible or illusory act count as consideration.)

A helpful way to summarize these elements is in the following list of essentials of consideration:

e (Consideration must move at the desire of the promisor.

e (Consideration may be provided by the promisee or by any other person.

e Consideration may take the form of an act, a forbearance, or a return promise.

e Consideration must be lawful and possible (not illegal, immoral, or impossible).

e Consideration must be sufficient but need not be adequate in value.

These essentials ensure that there is some bargained-for exchange at the core of the agreement,

even if its adequacy is not scrutinized by courts.

Adequacy vs. Sufficiency
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Indian law follows the common law rule that consideration need not be adequate, so long as it is
of some value. Section 25 Explanation 2 makes this explicit: “an agreement...is not void merely
because the consideration is inadequate; but the inadequacy...may be taken into account... in
determining whether consent was freely given”. For example, even if one party sells a 31,000
horse for just X10, the agreement is valid if consent was real. The illustrations to Section 25
confirm that a gross disparity in price does not void the contract. Courts will not void a contract
simply for a “bad bargain”; they may only examine adequacy to detect possible coercion or
misrepresentation. Hence in India, like in England (e.g. Thomas v. Thomas, 1842), adequacy is
largely a matter for the parties, not the judiciary.

Past, Present, and Future Consideration. Section 2(d) explicitly covers past consideration by using
the words “has done or abstained”. Thus a promise made after the fact — provided the act was
done at the promisor’s request — can support a contract. As a leading Indian case observed, “under
Indian law, there could be a contract based on past consideration”. In Devakutty Amma v.
Madhusudanan Nair (1995) 2 KLT 118, the court noted that the very language of S.2(d) creates an
exception to the common-law rule (where in England “past consideration is not good
consideration”). By contrast, English law (for example Roscorla v. Thomas, 1842) generally
deems past considerations ineffective. In India, however, a completed performance may be later
“compensated” by a promise if the performance was made in response to the promisee’s request.
Present or executed consideration (performance simultaneous with promise) and future or
executory consideration are also valid. Thus when two parties exchange mutual promises to be

performed later, each promise is the other’s consideration (as in any bilateral contract).

Third-Party Consideration and Privity

A distinctive feature of Section 2(d) is that consideration “may move from...any other person.”
Thus, a contract can be supported by consideration provided by a stranger to the contract. For
example, if C does something at A’s request and A in return promises B a benefit, this may be
valid consideration for A’s promise to B. The historic case Chinnaya v. Ramayya demonstrates
this: the promisor’s relative furnished the benefit (the aunt’s gift), yet the promisor’s daughter (the
promisee) was nonetheless bound by the promise to pay the aunt. Indian law therefore diverges

from older English positions by allowing indirect consideration.
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Despite this flexibility, the traditional privity doctrine still applies: only a party to the contract may
enforce it. Thus if a third party provides consideration but is not a signatory, that third party cannot
sue the promisor. The benefit may flow to the third party, but legal enforcement lies with the
contracting parties only. In practice, India has not adopted an independent third-party beneficiary
rule; rather, any incidental benefit to a stranger must be enforced through agency, trust or other

mechanisms rather than direct action on the contract.

Exceptions under Section 25

As a corollary of the consideration requirement, Section 25 of the Act provides that “Agreement
without consideration, void...”, except in certain statutory exceptions. In brief, Section 25 declares
that, unless one of three special conditions is met, a promise made without any consideration is

unenforceable. Those exceptions are:

Gifts among near relatives:

A written and registered agreement made on the account of natural love and affection between
parties standing in a near relation (e.g. parent—child) is enforceable, despite lack of consideration.
(In effect, a signed gift-deed between close kin is valid.) Explanation 1 emphasizes that once a

gift is actually made, its validity is not impaired by Section 25.

Voluntary compensation for benefit:

A promise (in writing, though not necessarily registered) to compensate wholly or partly a person
who has voluntarily done something at the promisor’s request, or something which the promisor
was already legally bound to do, is binding even without fresh consideration. For example, if B
spends money at A’s request, and A later promises (in writing) to pay B, that promise is
enforceable. (Illustrations (c) and (d) to S.25 show that a gratuitous act done at the promisor’s

desire gives rise to a valid contract when followed by a written promise of compensation.)

Time-barred debt:
A written promise (signed by the promisor) to pay wholly or in part a debt that was otherwise
barred by limitation is enforceable. In other words, although the debt is ordinarily irrecoverable,

the act of making a fresh written promise revives it to the extent promised (creating a new cause
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of action). Courts have repeatedly held that this written promise transforms the stale obligation

into an enforceable contract.

Section 25’s explanations and illustrations further clarify these points. Explanation 2 reiterates
that inadequacy of consideration does not void a contract (see above). Illustration (f) to S.25, as
noted, shows that a grossly inadequate price does not defeat the contract so long as consent was
free. Overall, Section 25 carves out traditional exceptions reflecting equitable considerations (such
as gratitude and deeds of gift) and acknowledges that certain obligations (voluntary services or

time-barred debts) deserve enforcement even without fresh quid pro quo.

Interaction with Privity of Contract

The doctrine of privity—the rule that only parties to a contract can enforce it—interacts
interestingly with Section 2(d). Indian courts have generally upheld privity: a stranger to the
promise cannot sue on it, even if he provided the consideration. Thus if C provides consideration
under a contract between A and B, C cannot claim performance of the promise by A (he is not
“party to the contract”). Indian law resolves this by noting that such a contract was really between
A and B; C’s benefit is incidental or must be realized through other legal means. As one author
explains, even though a third party may furnish consideration, “he cannot sue in case of its breach

due to the privity of the contract”.

However, the Act’s language has been used in cases to protect intended third-party beneficiaries
in limited circumstances. For example, in M.C. Chacko v. State Bank of Travancore (1970), the
Supreme Court allowed the wife to claim benefits under an agreement to which she was not a
formal party, on the ground that the contract was made for her benefit. Such instances are
exceptions to the general rule and are often explained by equitable doctrines like agency or trust
rather than a wholesale abolition of privity. In general, Indian law remains closer to the rule in
Tweddle v. Atkinson (1861) than to modern statutory reforms: consideration need not move from
the promisee personally, but enforcement remains limited to parties, unless Congress or courts

explicitly relax the rule.

Comparative Analysis (UK and US Perspectives)
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Under traditional English law, the requirement of consideration is similarly fundamental. English
courts also insist that consideration be “sufficient” but not necessarily adequate, and that it moves
from the promisee (no third-party consideration) unless trust or agency is involved. For example,
Thomas v. Thomas (1842) and Chappell & Co. v. Nestl¢ (1960) illustrate that even a nominal
payment can be “sufficient” consideration. However, unlike India, English law does not generally
treat past acts as consideration (with only narrow exceptions in certain restitutionary or trust
contexts). In Re McArdle (1951), a post hoc promise to pay for an act already done was held

unenforceable. By contrast, India’s Section 2(d) explicitly permits past consideration.

In the United States, the modern restatement approach emphasizes “bargained-for exchange”
(Restatement (Second) of Contracts §71). US courts likewise require legal detriment or benefit
but have been more willing to enforce nominal or nominally ineffective forms of consideration.
Moreover, doctrines like promissory estoppel (embodied in Restatement §90) have significantly
weakened the formal requirement of consideration in the US by providing an alternative basis for
enforcing promises made without consideration if injustice would otherwise result. The Uniform
Commercial Code further mitigates the rigidity by, for example, allowing contract modifications
without new consideration in certain written circumstances (UCC §2-209). In sum, while all three
systems historically share a consideration principle, India’s scheme—with its statutory exceptions
and explicit allowance for past and third-party consideration—occupies an intermediate position

between the formalism of classical English law and the more pragmatic treatment found in the US.

Recent Trends and Judicial Interpretations in India
In recent decades, Indian courts have largely reaffirmed the text of the Act while slightly expanding
its practical scope. The Supreme Court has reiterated that past consideration is valid (per S.2(d)):

b

“under Indian law, there could be a contract based on past consideration,” as exemplified in
Devakutty Amma. Similarly, courts continue to enforce written promises to pay time-barred debts
as fresh contracts, following Section 25(3) (e.g. District Collector Kannur v. K. Kunhambu Nair,
1999). Judicial decisions have also upheld voluntary compensation promises (S.25(2)) and gifts
between relatives. In the 2010s, there was no sweeping reform of the consideration doctrine, but
incremental developments reflect contemporary contract practice (for example, upholding family-

partition arrangements as contracts under Section 25 when properly documented).
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Academic commentary has debated whether the doctrine should be retained or reformed. Some
scholars argue that consideration adds little substantive content to contract formation and suggest
moving toward reliance-based theories. Notably, Ashwary Sharma observes that while the Act’s
definition appears to have broken from the classical “benefit-detriment” view, India ultimately
embraced a mixed approach. He contends that the consideration requirement in Indian law was
always meant to be interpreted modestly, as a tool to shape the parties’ relationship rather than as
arigid formalism. To date, however, the Indian legal system still enforces consideration as written,
albeit with a broad reading that often yields valid contracts. The requirement has proven durable
— no statute or court has abolished it — and in practice much of its role (especially for adequacy
and minor variations) is supplanted by the doctrine of free consent and estoppel (which, while not
codified in the Act, is recognized by courts). Thus the trend is one of gradual adaptation (through

case law) rather than doctrinal upheaval.

Conclusion

Consideration under the Indian Contract Act, 1872 remains a fundamental concept, though the
Act’s language and judicial interpretation give it a distinctively broad scope. The Act’s definition
ensures that any promise supported by an act or abstinence at the promisor’s request constitutes
consideration, whether past, present, or future, and whether performed by the promisee or even a
third party. Indian law also clearly separates adequacy from sufficiency — a nominal sum is enough
if freely given. At the same time, Section 25 and its illustrations preserve certain equitable
exceptions and protect important familial arrangements. Comparative analysis shows that, while
Indian law shares the common law heritage, it diverges on key points: it tolerates past consideration
and indirect consideration, and it codifies narrow exceptions that other jurisdictions handle via
equity. Courts in India continue to enforce contracts in line with these provisions, treating
consideration as a threshold that is rarely fatal once basic compliance is shown. In contemporary
contract law, the focus has shifted towards enforcing parties’ intentions (through doctrines like
free consent and estoppel), but consideration remains a legal prerequisite. The evolving
jurisprudence thus reflects a balance: retaining a formal requirement of consideration as a consent-
check and relational device, yet interpreting it flexibly to uphold legitimate bargains in modern

commercial and family contexts.
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