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Contracts form the
backbone of modern
society. From the
simple act of buying a
coffee to  complex
multinational mergers,
agreements shape our
daily interactions and
economic activities. An
introduction to the law
of contract reveals a

fascinating legal
framework that
governs these
promises, ensuring

accountability,

fairness, and
predictability in both
personal and

commercial
relationships.
Understanding contract
law is not merely an
academic exercise; it is
a practical necessity
for anyone who enters
into
agreements—which is
essentially everyone.

At its core, contract
law provides the rules
that determine
whether a promise is
legally enforceable. It
distinguishes between
a casual social
arrangement and a
binding obligation that
courts will uphold. This
legal discipline has
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evolved over centuries,
drawing from common

law principles,
statutory interventions,
and equitable

doctrines, to create a
coherent system that
balances freedom of
contract with
protections against
unfairness. For
students, business
professionals, and
ordinary individuals
alike, grasping the
basics of this area of
law empowers better
decision-making and
risk management.

WHATIS A
CONTRACT? A
FOUNDATIONAL
DEFINITION

A contract is a legally
enforceable agreement
between two or more
parties. It creates
rights and obligations
that the law will
recognise and, if
necessary, enforce

through the courts.
However, not every
agreement amounts to
a contract. The law
imposes specific
requirements that
must  be  satisfied
before an agreement
gains legal force.
These requirements
serve to distinguish
serious, deliberate
promises from casual
statements, social
arrangements, or
preliminary

negotiations.

The primary function of
contract law is to
facilitate voluntary
exchange while
providing remedies
when promises are
broken. It encourages
economic activity by
giving parties
confidence that their
agreements will be
honoured. Without this
legal backbone,
commerce would rely
entirely on trust and
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reputation, significantly
increasing risk and
transaction costs.

Key
Character
Istics of a
Legally
Binding
Contract

Several defining
features mark a
contract as legally
binding. First, a
contract involves
mutual assent,

meaning all parties
voluntarily agree to the
terms. Second, it
requires that
something of value be
exchanged—this is
known as
consideration. Third,

the parties must intend
their agreement to
create legal
consequences. Fourth,
the parties must have
the legal capacity to
contract. Finally, the
subject matter of the
contract must be
lawful. These elements
work together to
ensure that only
genuine, serious
agreements receive
legal protection.

THE ESSENTIAL
ELEMENTS OF A
VALID CONTRACT

For an agreement to be
enforceable as a
contract, five essential
elements must be
present. Each element
plays a distinct role in
ensuring the integrity
and fairness of the
agreement.

Understanding these
elements is crucial for
anyone seeking to
create or challenge a



contract.

Offer and
Acceptan
ce: The
Building
Blocks of
Agreeme
nt

Every contract begins
with an offer. An offer
is a clear, definite
statement of
willingness to contract
on specified terms,
made with the
intention that it will
become binding once
accepted. The person
making the offer is the
offeror, and the person
receiving it is the
offeree. An offer must

be distinguished from
an invitation to treat,
which is merely an
invitation to enter into
negotiations. For
example, goods
displayed on a shelf in
a shop are typically
invitations to treat, not
offers. The customer
makes the offer at the
checkout counter.

Acceptance is the
unqualified agreement
to all the terms of the
offer. It must be
communicated to the
offeror, either
expressly or by
conduct. Silence
generally does not
constitute acceptance.
The acceptance must
mirror the terms of the
offer  exactly; any
variation constitutes a
counter-offer, which
effectively rejects the
original  offer.  The
postal rule provides a
notable exception
regarding the timing of
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acceptance, where
acceptance by post
takes effect when the
letter is posted, not
when it is received.

Considera
tion: The
Price of a
Promise

Consideration is a
fundamental concept
in contract law,
particularly in common
law jurisdictions. It
refers to something of
value exchanged
between the parties.
Each party must give,
or promise to give,
something of benefit to
the other, or suffer
some detriment.
Consideration

distinguishes a binding
contract from a
gratuitous promise,

which is generally
unenforceable. For
instance, if A promises
to give B a qift, there is
no consideration from
B, and no contract
exists. However, if B
promises to pay A in
return, consideration is
present.

Consideration need not
be adequate, but it
must be sufficient.
Courts do not generally
inquire into whether
the value exchanged is
fair or equal—this is a
matter for the parties
to decide. However,
consideration must be
real and have some
economic value. It
cannot be illusory or
past. Past
consideration, meaning
something already
done before the
promise was made, is
not valid consideration
for a new promise.



Intention
to Create
Legal

Relations

Not every agreement,
even with offer,
acceptance, and
consideration,
constitutes a contract.
The parties must also
intend their agreement
to be legally binding.
This requirement
prevents trivial social
or domestic
arrangements from
becoming enforceable
contracts. Courts use
objective tests to
determine intention,
examining what a
reasonable person
would infer from the
parties conduct and
circumstances.

In commercial

contexts, there is a
strong presumption
that parties intend to
create legal relations.
Agreements between
business people are
generally assumed to
be binding unless
expressly stated
otherwise. In social or
domestic contexts, the
opposite presumption
applies. Agreements
between family
members or friends are
presumed not to create
legal relations, unless
clear evidence
suggests otherwise.
These presumptions
can be rebutted by the
particular facts of each
case.

Capacity
to
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Contract

For a contract to be
valid, all parties must
have the legal capacity
to enter into it. Certain
categories of persons
are deemed by law to
lack full contractual
capacity, including
minors, persons with
mental incapacity, and
intoxicated persons.
The rules surrounding
capacity aim to protect
vulnerable individuals
while balancing the
legitimate interests of
those who deal with
them.

Minors, generally
persons under
eighteen, have limited
capacity to contract.
Contracts for
necessities, such as
food, clothing, and
education, are binding
on minors. Contracts
for employment or
apprenticeship that are

for the minors benefit
may also be binding.
However, other
contracts entered into
by minors are voidable,
meaning the minor can
choose to enforce or
repudiate them upon
reaching majority.
Persons with mental
incapacity may avoid
contracts if they can
prove they could not
understand the nature
of the transaction and
the other party knew
or ought to have
known of their
incapacity.

Legality
of
Purpose

A contract must have a
lawful purpose to be
enforceable.
Agreements
involve

that
illegal



activities, contrary to
public policy, or that
seek to oust the
jurisdiction of the
courts are void and
unenforceable. This
requirement ensures
that the courts are not
used to enforce
immoral or socially
harmful arrangements.
Examples include
contracts for illegal
gambling, contracts to
commit a crime, or
contracts that restrain
trade unreasonably.

The doctrine of
illegality operates both
to protect the integrity
of the legal system and
to deter unlawful
conduct. Courts will not
assist a party to
recover benefits under
an illegal contract,
even if that party was
unaware of the
illegality in some
cases. However, the
rules are complex, and
exceptions exist where

the illegality is not
central to the contract
or where public policy
favours granting relief.

TYPES OF
CONTRACTS:
CLASSIFICATION
AND DISTINCTIONS

Contracts can be

classified in various
ways, each
classification carrying
distinct legal

implications.
Understanding these
categories helps in
identifying the
applicable legal rules
and requirements.

Express
and
Implied
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Contracts

An express contract is
one where the terms
are explicitly stated,
either orally or in
writing. The parties
have clearly articulated
their agreement. An
implied contract, by
contrast, arises from
the conduct of the
parties or the
circumstances of the
case. Implied contracts
can be further divided
into implied-in-fact
contracts, where the
parties conduct
demonstrates an
intention to contract,
and implied-in-law
contracts, also known
as quasi-contracts,
which are imposed by
law to prevent unjust
enrichment even
where no genuine
agreement exists.

Bilateral
and
Unilateral
Contracts

A bilateral contract
involves an exchange
of promises between
two or more parties.
Each party makes a
promise to the other.
Most commercial
contracts are bilateral.
For example, in a
contract for the sale of
goods, the seller
promises to deliver the
goods, and the buyer
promises to pay the
price. A unilateral
contract, on the other
hand, involves a
promise by one party
in exchange for an act
by the other party. The
offeror promises to pay
if the offeree performs



a specified act. The
offeree does not
promise to perform but
can accept only by
completing the act.
Classic examples
include reward offers
for finding a lost pet or
completing a task.

Formal
and
Simple
Contracts

Formal contracts, also
known as contracts
under seal or deeds,
derive their validity
from their form rather
than the presence of
consideration. They
must be in writing,
signed, witnessed, and
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require consideration
but need not be in any
particular form, though
writing may be
required for certain
types of contracts
under statutes of
frauds.

TERMS OF A
CONTRACT:
EXPRESS, IMPLIED,
AND
INCORPORATED

The terms of a contract
define the rights and
obligations of the
parties. They can be
express, meaning
explicitly agreed upon,
or implied, meaning
read into the contract
by law or custom.
Understanding the
difference between
terms and mere
representations is
crucial.

deh;/eretd. S”E,plﬁ Representations are
con tr'icts'thw 'Ct statements made
cor?s ,' ute € vas during negotiations
majority of contracts, that induce the
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contract but do not
become binding terms.
If a representation
proves false, it may
give rise to an action
for misrepresentation
rather than breach of
contract.

Express terms are
those actually stated
by the parties, whether
orally or in writing. The
parol evidence rule
generally prevents
parties from
introducing extrinsic
evidence to contradict
or vary the terms of a

complete written
contract. Implied terms
il gaps in the

agreement based on
the presumed intention
of the parties, legal
requirements, trade
custom, or the need to
give business efficacy
to the contract.
Statutes may also
imply terms, such as
the implied terms of
satisfactory quality and
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fitness for purpose in
contracts for the sale
of goods.

Condition
S,
Warrantie
S, and
Innomina
te Terms

Terms are classified
according to their
importance to the

contract. A condition is
a fundamental term
that goes to the root of
the contract. Breach of
a condition entitles the
innocent party to
terminate the contract
and claim damages. A
warranty is a less
important term. Breach
of a warranty entitles



the innocent party to
claim damages but not
to terminate the
contract. Courts have
also recognised
innominate terms,
where the remedy
depends on the
severity of the breach
and its consequences
rather than a
predetermined
classification.

BREACH OF
CONTRACT AND
AVAILABLE
REMEDIES

When a party fails to
perform their
obligations under a
contract, a breach

occurs. The remedies
available depend on
the nature and
seriousness of the
breach. The primary
goal of contract
remedies is to place
the innocent party in
the position they would
have been in had the
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contract been
performed, not to
punish the breaching
party.

Damages are the most
common remedy. They
aim to compensate the
innocent party for
actual loss suffered as
a result of the breach.
Damages are
measured either by the
expectation interest,
giving the plaintiff the
benefit of the bargain,
or by the reliance
interest, reimbursing
expenses incurred in
reliance on the
contract. The concept
of remoteness of
damage limits recovery
to losses that were
foreseeable at the time
of contracting or within
the reasonable
contemplation of the
parties.

Specific performance is
an equitable remedy
requiring the breaching
party to perform their
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contractual obligations. formation, consent,
It is available only and enforceability.

where damages are
inadequate, such as in
contracts for the sale
of unique property.
Specific performance is
discretionary and will
not be granted where it
would cause undue
hardship or require
constant supervision.
Injunctions may also be
available to restrain a
party from breaching a
contract, such as
enforcing a negative
covenant.

THE MODERN
RELEVANCE OF
CONTRACT LAW

Contract law continues
to evolve to meet the
challenges of modern
commerce and
technology. The rise of
electronic contracts,
clickwrap agreements,
and smart contracts
has raised new
questions about
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Courts and legislatures
have adapted
traditional principles to
address these
developments,

generally applying
existing doctrines in
ways that

accommodate digital
transactions.

Consumer protection

legislation has
significantly impacted
contract law,

particularly in standard
form contracts where
bargaining power is

unequal. Unfair
contract terms
legislation, cooling-off
periods, and
mandatory warranties
protect consumers

from exploitation while
preserving the
flexibility of contract
law for commercial
transactions. The
ongoing development
of international



contract law, through
instruments such as
the UN Convention on
Contracts for the
International Sale of
Goods and the
UNIDROIT Principles,
facilitates cross-border
trade by providing
uniform rules.

CONCLUSION

The law of contract is
both ancient and
dynamic, providing a
stable yet adaptable
framework for the
countless agreements
that drive personal,
social, and economic
life. An introduction to
the law of contract
reveals a system built
on fundamental
principles of  offer,
acceptance,
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consideration,
intention, capacity, and
legality. These
elements ensure that
promises are taken
seriously and that
those who rely on them
have recourse when
they are broken.
Whether you are
entering a commercial
partnership, signing an
employment
agreement, or simply
purchasing goods
online, the principles of
contract law silently
govern your
transaction. A solid
understanding of these
principles empowers
you to negotiate
effectively, document
agreements properly,
and protect your legal
rights. As
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