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This book is dedicated to the constitution of India, which is the source from which all laws in India derive. 
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Contracts are a part of our everyday lives, whether we realize it or not. From buying groceries to signing employment agreements or engaging in e-commerce transactions, contracts form the legal foundation of countless interactions. This book aims to provide a clear, accessible, and practical introduction to contract law in India, making it especially valuable for students, professionals, and anyone seeking to understand the legal framework governing agreements.

In this book, we discuss what is a contract, the history of contract law and the important laws in India that govern contracts, namely the Indian contract act and the sale of goods act. We also discuss the conditions for a valid or invalid contract, the elements of a contract and some special types of contracts. 

We begin by explaining what a contract is, including its essential elements and historical development. From there, we cover fundamental doctrines such as offer and acceptance, consideration, free consent, and capacity to contract. Special emphasis is given to real-world concerns like fraud, coercion, undue influence, and misrepresentation—concepts that often determine the enforceability of contracts.

Major statutory frameworks such as the Indian Contract Act, 1872 and the Sale of Goods Act, 1930 are discussed in detail, alongside practical legal concepts like quasi-contracts, warranties, and vicarious liability. We also delve into modern dimensions of contract law, including digital contracts, online consumer rights, and the increasing importance of electronic communication in forming agreements.

To support learning and application, the book includes sample contract templates and a glossary of key legal terms. Each chapter is written in a straightforward style, with examples and case law to reinforce understanding.

It is hoped that this book might help interested people to become familiar with contract law in India. 
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In this chapter, we will discuss the concept of contracts and contract law in brief. 

1.1 What is a contract

A contract is a voluntary agreement between two or more persons to exchange something of value, called consideration. It confers certain rights and imposes certain obligations to the parties making the contract, which are enforceable by law. Both the parties mutually and freely intend to and agree to enter into the contract. In a contract, each person is legally bound to do what is promised. A party who fails to live up to the agreed promise has breached the contract. 

The contract may be oral or written or executed through electronic communication such as email or fax. It may be explicitly stated or implicitly agreed via the conduct of the parties involved. 

When we agree to buy something, we essentially form a legal contract. For example, A buying a bar of soap from B upon making a payment of Rs 10 is a contract of sale, even though there may not be any formal written documentation or oral statement of the contract. The law of contract is relevant for many parts of our daily life, and it is important to understand contracts in order to protect ourselves as consumers. 

A contract between two parties is marked with one party making an offer and the other party giving their acceptance to the offer. The offer made may alternatively be rejected by the other party, or a counteroffer made, whose acceptance will create another legally binding contract. 

Contract law deals with the definition of a contract, elements of a contract, validity and duration of the contract, the consequences if any party breaks the contract and similar issues. In India, contract law is served by the Sale of Goods Act 1930 and by the Indian Contract Act 1872. 

The following are all different types of contracts


	Agreement for sale

	Agreement for exchange

	A cheque

	Warranty

	Transfer of shares

	Employment agreement containing details of salary package, working hours, and work responsibilities



For example, suppose A has an item for sale. B makes him an offer to buy the item for a certain price X. The next step can be any one of the following: 


	
A accepts B's offer without any conditions. The acceptance is communicated to B. It becomes a valid contract and A has to sell the item to B at the agreed price X. 

	
A makes a counteroffer to B to sell the item at a slightly higher price Y. If B accepts the counteroffer, then it becomes a valid contract. 

	
A rejects B's offer. Then there is no contract. 

	Before B's acceptance and the communication of the acceptance to A, A revokes the offer or it lapses after a time limit mentioned in the original offer. Then there is no contract. 



After the contract is agreed, A has to sell the item to B at the agreed price. If A fails to deliver the item after the contract is in place despite B paying the price, or does not fulfill any other expressly stated or implied term of the contract, it becomes a breach of contract. B can then sue A in a court of law for remedies related to the breach of contract. The court may order remedies such as damages that A must pay to compensate B for the breach. The amount of damages is typically calculated by taking into account A's loss incurred from the nonperformance of the contract, and to restore the state if the contract had been performed as originally agreed. Another possible remedy the court can order is specific performance, i.e., the court can order A to fulfill his obligation as part of the contract. 

1.2 Meaning of contract

According to Section 2(h) of the Indian Contract Act, a contract is “an agreement enforceable by law.” An agreement, as per Section 2(e), is “every promise and every set of promises forming consideration for each other.”

Thus, for an agreement to be a contract, it must be enforceable by law.

The meaning of contract, taken from different sources, is as follows: 


	An agreement enforceable by law is a contract: Indian contract Act 1872

	An enforceable covenant or agreement between two or more persons with a lawful consideration or course (Tomlin)

	From dictionary of finance and investment: Contract in general is an agreement by which right or acts are exchanged for lawful consideration. to be valid, it must be entered into by competent parties, must cover a legal and moral transaction, must possess mutuality and must represent a meeting of moods. countless transactions in finance and investments are covered by contracts. 

	While it is probably impossible to give an absolute and universally correct definition of a contract, the most accepted definition is a promise or a set of promises which the law will enforce. The expression "contract" may be used to describe any or all the following: 




	the series of promises or acts themselves constituting the contract 

	the document or documents constituting the contract

	the document or documents constituting or evidencing that series or promises or acts or their performance

	the legal relations resulting from that series 



(Halisbury, 4th edition, Vol. 9, para 201, p80)

Contracts have been divided, according to the mode of their function, into three classes: 


	Contracts of record

	Contracts under seal

	Simple contracts 



1.3 Essentials of a Valid Contract

The key elements of a valid contract include:


	Offer and Acceptance

	Intention to Create Legal Relationship

	Lawful Consideration

	Capacity to Contract

	Free Consent

	Lawful Object

	Certainty and Possibility of Performance

	Not Declared Void



Each of these essentials is discussed in greater detail in subsequent chapters.

1.4 Types of Contracts

Contracts may be classified based on various criteria:

(a) Based on Validity:


	Valid Contract

	Void Contract

	Voidable Contract

	Illegal Contract

	Unenforceable Contract



(b) Based on Formation:


	Express Contract

	Implied Contract

	Quasi Contract



(c) Based on Performance:


	Executed Contract

	Executory Contract

	Unilateral Contract

	Bilateral Contract



1.5 Legal Framework for Contracts in India

The Indian Contract Act, 1872 is divided into two main parts:


	
Part 1 (Sections 1 to 75): General Principles of the Law of Contracts


	
Part 2 onwards: Special kinds of contracts, such as contracts relating to indemnity, guarantee, bailment, pledge, and agency




1.6 Scope and Application

The Indian Contract Act applies to all Indian states except Jammu & Kashmir (now subject to changes post-Article 370). It is applicable to both citizens and foreign nationals, and governs commercial and civil contracts across sectors.

1.7 Principles Underlying Indian Contract Law

Indian contract law is based on several foundational principles:


	
Pacta sunt servanda (agreements must be kept): contracts are binding and enforceable.


	
Freedom to contract: parties are generally free to decide the terms of their agreement.


	
Good faith and fair dealing: although not always expressly required, fairness is often implied.
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