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(a) Consideration Can Be Defined As "something Of Value In The Eyes Of The
Law", But Consideration Is a fundamental concept in contract law that determines the
validity and enforceability of agreements. Understanding what constitutes consideration, its
significance, and the nuances involved is essential for anyone involved in drafting,
analyzing, or disputing contracts. This article explores the meaning of consideration,
clarifies what qualifies as valuable in legal terms, and discusses the various types, rules,
and exceptions associated with consideration.

---

What Is Consideration in Contract Law?

Consideration in contract law refers to the price or benefit that induces parties to enter into
a contractual agreement. It is often summarized as "something of value in the eyes of the
law," which means that for a contract to be valid, each party must provide something of
legal value to the other.

Legal Definition of Consideration

In legal terms, consideration is the benefit or detriment that each party receives or expects
to receive from a contract. It is an essential element for the formation of a binding
agreement, distinguishing enforceable contracts from mere promises or agreements
lacking legal substance.

According to common law, consideration must be:

- Sufficient but not adequate: The law does not require consideration to be equal or fair,
only that it be something of value.
- Legal value: It must have some measurable value recognized by law, such as money,
goods, services, or a promise to act or refrain from acting.
- Mutual: Both parties must give consideration—this mutuality is fundamental to the
contract's validity.

---

What Qualifies as Consideration?



Understanding what constitutes consideration is crucial. Not all exchanges qualify, and
certain rules and exceptions apply.

Types of Consideration

Consideration can take many forms, including:

Monetary Payment: Cash, checks, or other financial transfers.

Goods and Property: Transfer of tangible or intangible assets.

Services: Performing work or providing benefits.

Forbearance: Refraining from exercising a legal right or claim.

Promises: A commitment to do or refrain from doing something in the future.

Legal Considerations for Valid Consideration

For consideration to be valid, it must meet certain criteria:

- Must be tangible or intangible: Something of value recognized by law.
- Must be present or future: The consideration can be given now or promised for the future.
- Must be lawful: Cannot involve illegal activities or against public policy.
- Cannot be nominal or trivial: While the law doesn’t require equivalence, consideration
cannot be merely symbolic or without real value.

---

Rules and Principles Governing Consideration

Several principles govern how consideration functions within contracts:

1. Consideration Must Be Sufficient but Not Necessary
to Be Adequate

The law recognizes that parties are free to negotiate the value exchanged, even if one side
receives significantly less than the other. The key is that there must be some legally
sufficient consideration, not whether it is equal.



2. Past Consideration Is Not Valid

Consideration must be given in return for the promise at the time the agreement is made.
Past acts or services cannot serve as consideration for a new promise unless explicitly
agreed upon.

3. Consideration Cannot Be Illusory

An agreement that leaves one party free to withdraw or that is vague and uncertain does
not constitute valid consideration.

4. Consideration Must Be Legally Sufficient

It must be something of value in the eyes of the law; mere moral obligations or promises
without legal value do not suffice.

5. Consideration Cannot Be Unlawful

Contracts involving illegal activities are void, and thus consideration involved is
unenforceable.

---

Exceptions and Special Cases

While consideration is a fundamental requirement, there are notable exceptions and special
cases where traditional rules may not apply.

1. Promissory Estoppel

If a party relies on a promise made without consideration, and such reliance is reasonable
and detrimental, the court may enforce the promise under the doctrine of promissory
estoppel.

2. Contracts Under Seal

Historically, contracts executed under seal (a formal signature or stamp) do not require
consideration to be enforceable, although this is less common today.



3. Unilateral Contracts

In unilateral contracts, only one party makes a promise in exchange for performance, which
acts as consideration.

4. Gifts

Gifts are not contracts because they lack consideration; they are voluntary transfers
without reciprocal obligation.

5. Pre-Existing Duty

Performing a duty already owed under law or contract cannot serve as consideration for a
new agreement unless there is new consideration or a different agreement.

---

Legal Significance of Consideration

The presence of consideration is often a decisive factor in determining whether a contract
is legally enforceable. Without consideration, a promise generally cannot be legally
enforced unless it falls under certain exceptions such as deeds or promissory estoppel.

Enforceability of Contracts Without Consideration

- Deeds: Formal written instruments that do not require consideration but must be executed
with specific formalities.
- Promissory Estoppel: Enforces promise without consideration if the promisee relies on it to
their detriment.
- Charitable Subscriptions: Often enforceable even without consideration, especially if made
in reliance on the promise.

---

Conclusion: The Essence of Consideration

Understanding that consideration is "something of value in the eyes of the law"
underscores its role as the backbone of contract law—ensuring that agreements are not
merely gratuitous but involve mutual exchange. While the law does not demand
equivalence, it insists on the presence of some value that justifies the enforceability of



promises. Recognizing the nuances, legal requirements, and exceptions surrounding
consideration helps parties craft valid contracts and avoid disputes.

In summary, consideration is a foundational element that transforms a simple promise into
a legally binding agreement. Its proper understanding aids in drafting enforceable
contracts, analyzing legal obligations, and navigating the complex landscape of contract
law effectively.

---
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Frequently Asked Questions

What is the legal definition of consideration in contract
law?
Consideration is defined as 'something of value in the eyes of the law' that is exchanged
between parties to form a valid contract.

Can consideration be something other than money?
Yes, consideration can be any act, forbearance, or promise that has value, such as goods,
services, or a promise to do or refrain from doing something.

Is past consideration valid in the eyes of the law?
Generally, past consideration is not valid; consideration must be given in exchange for the
promise at the time of the contract.

Does consideration have to be adequate in value?
No, the law does not require consideration to be adequate or equal in value, only that it has
some legal value.

What are the essential elements of consideration?
The essential elements include that it must be something of value, exchanged between
parties, and given in exchange for a promise or act.

Can consideration be a moral obligation?
No, moral obligations alone do not constitute valid consideration under the law.



How does consideration differ from a gift?
Consideration involves a mutual exchange of value, whereas a gift is a voluntary transfer
without expectation of anything in return.

What happens if there is no consideration in a contract?
Without consideration, a contract is generally not enforceable, as consideration is a
fundamental element of valid contracts.

Is consideration necessary for a contract to be legally
binding?
Yes, consideration is typically necessary to make a contract legally binding, although
certain exceptions like contracts under seal exist.

Additional Resources
Consideration Can Be Defined As "something Of Value In The Eyes Of The Law," But
Consideration Is

Understanding the concept of consideration is fundamental to grasping the mechanics of
contract law. It is a core element that distinguishes enforceable agreements from mere
promises. This detailed exploration will analyze what consideration truly entails, its legal
significance, types, essential elements, exceptions, and practical implications.

---

Introduction to Consideration in Contract Law

At its core, consideration refers to something of value exchanged between parties entering
into a contract. It is a vital ingredient that transforms a simple promise into a legally
binding agreement. Without consideration, many contracts may lack enforceability, as law
generally requires this element to prevent the enforcement of gratuitous promises.

Definition:
Consideration can be defined as "something of value in the eyes of the law." It signifies that
each party provides a benefit or suffers a detriment that the law recognizes as sufficient to
support the contract.

This concept was famously highlighted in the case of Currie v. Misa (1875), where
consideration was described as a "valuable consideration" in the sense of some right,
interest, profit, or benefit accruing to one party, or some forbearance, detriment, loss, or
responsibility given, suffered, or undertaken by the other.

---



What Is Consideration? An In-Depth Explanation

Legal Significance of Consideration

The primary purpose of consideration is to distinguish enforceable contracts from mere
gratuitous promises. It acts as proof that both parties have committed to the contractual
relationship, ensuring mutuality and fairness.

- Mutuality of Obligation: Both parties must incur some obligation or benefit.
- Evidence of Intent: Consideration indicates genuine intent to enter into a binding
agreement.

Consideration Is Not Necessarily Financial

While money and monetary equivalents are common forms of consideration, the law
recognizes many other types:

- Services: Performing a service (e.g., painting a house).
- Forbearance: Refraining from a legal right (e.g., not suing for breach).
- Transfer of Property: Selling or exchanging goods or rights.
- Promises: Commitments to do or abstain from certain actions.

Consideration Is "Something of Value" in the Eyes of
the Law

This phrase emphasizes that the value does not need to be equivalent or fair from a moral
or commercial viewpoint. Instead, it must be legally recognized as valuable. This allows for
flexibility and recognizes diverse forms of consideration.

Key Point: The law does not evaluate the adequacy of consideration, only its existence.

---

Essential Elements of Consideration

To qualify as valid consideration, certain criteria must be met:

1. It Must Be Legally Sufficient

The consideration must be recognized by law as having some value. It does not need to be



equivalent or fair, but it must be more than a mere token.

Examples:

- A promise to pay $100 (financial consideration).
- An agreement to perform a service.
- A forbearance not to exercise a legal right.

2. It Must Be Present or Past

- Present or Future Consideration: The consideration must be given at the time of the
contract or in the future.
- Past Consideration: Generally not valid unless it was given at the request of the promisor
and with an understanding that it would be compensated.

3. It Cannot Be Illusory or Vague

- The consideration must be definite and not ambiguous.
- An agreement that leaves the amount or nature of consideration uncertain may be invalid.

4. It Must Be Legal

- Consideration must not involve illegal activities or violate public policy.
- For example, promising to commit a crime is not valid consideration.

---

Types of Consideration

Understanding the forms of consideration provides clarity on what can be exchanged in a
contract.

1. Executed Consideration

- Definition: Consideration that has already been performed.
- Example: Paying for a product upon delivery.

2. Executory Consideration



- Definition: Consideration that is to be performed in the future.
- Example: Promising to pay for a service that will be rendered later.

3. Adequacy and Sufficiency

- Adequacy: The value of consideration is not scrutinized; even a minimal consideration can
suffice.
- Sufficiency: The consideration must have some legal value, but it need not be equal or
fair.

---

Legal Principles Related to Consideration

1. The Doctrine of Bargain and Exchange

- Consideration must be part of a bargain—each party must give something in return.
- It excludes gratuitous promises unless supported by other legal doctrines like estoppel.

2. Consideration Must Be Real and Not Illusory

- A promise that is vague or optional is not valid consideration.
- Example: "I promise to buy your car if I feel like it" is illusory and unenforceable.

3. Consideration Cannot Be Past

- Past acts or events cannot serve as consideration for a new promise unless there is a
specific contractual agreement to pay for past benefits.

4. Consideration Cannot Be Unlawful or Against Public
Policy

- Contracts based on consideration involving illegal activities are void.

---



Exceptions and Special Cases

While consideration is generally required, certain exceptions exist where agreements are
enforceable without consideration.

1. Promissory Estoppel

- A doctrine where a promise is enforced despite lack of consideration if the promisee relies
on it to their detriment.

2. Contracts Under Seal

- Historically, contracts executed under seal were considered valid without consideration,
though this practice has largely been abolished.

3. Unilateral Contracts

- In cases where performance constitutes acceptance, consideration may be implied
through performance alone.

4. Gifts and Gratuitous Promises

- Generally unenforceable unless supported by consideration or other legal doctrines.

---

Consideration in Different Legal Jurisdictions

Different jurisdictions may have nuanced views regarding consideration.

- Common Law: Strictly requires consideration for enforceability.
- Civil Law: May treat promises as binding without consideration, focusing more on mutual
consent and intention.

---



Practical Implications and Common Pitfalls

1. Insufficient Consideration

- If one party provides consideration that is legally insignificant or illusory, the contract may
be invalid.

2. Lack of Consideration in Contract Modifications

- Under common law, modifications to existing contracts generally require new
consideration unless exceptions like promissory estoppel apply.

3. Misunderstanding of Consideration

- Parties may believe that a promise is binding without consideration, leading to disputes.

4. Consideration and Formalities

- While some contracts require formalities like writing or notarization, consideration remains
a foundational element in most enforceable agreements.

---

Conclusion

Consideration is a cornerstone of contract law that ensures mutuality, fairness, and intent
in agreements. It signifies "something of value" exchanged between parties, which can take
various forms—money, services, forbearance, or property. While the law does not require
consideration to be equal or adequate, it must be legally sufficient, present at the time of
contracting, and not illegal.

Understanding the nuances of consideration—its essential elements, types, exceptions, and
practical applications—is vital for anyone involved in drafting, analyzing, or enforcing
contracts. Recognizing what constitutes valid consideration helps prevent disputes, ensures
enforceability, and upholds the integrity of contractual relationships.

In summary, consideration is not merely a technical requirement but a reflection of the
mutual exchange that underpins all binding agreements in law. Its proper application
ensures that contracts are entered into with genuine intent and legal backing, fostering
trust and stability in commercial and personal dealings alike.
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