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Introduction

Whether a contract is bilateral or unilateral depends upon what response the offeror
expects from the offeree. This fundamental distinction plays a crucial role in contract law,
influencing how agreements are formed, enforced, and interpreted. Recognizing whether an offer is
meant to invite a promise or performance impacts the legal obligations of the parties involved, the
nature of acceptance, and the remedies available in case of breach. This article explores the criteria
used to determine whether a contract is bilateral or unilateral, emphasizing the importance of the
offeror's intentions and expectations.

Understanding Bilateral and Unilateral Contracts

Definition of Bilateral Contracts

A bilateral contract is an agreement in which both parties exchange mutual promises to perform
certain acts. Each party is both a promisor and a promisee, and their obligations are contingent upon
each other. Typically, bilateral contracts are formed through a process of offer and acceptance, where
each side promises to do something in exchange for the other’s promise.

Examples of bilateral contracts include:
- Sales agreements

- Employment contracts

- Lease agreements

- Service contracts

Features of bilateral contracts:

- Mutual promises

- Both parties are bound once the agreement is made
- Acceptance usually occurs through a promise

Definition of Unilateral Contracts

A unilateral contract involves a promise by the offeror to do something if and when the offeree
performs a specific act. In this case, only one party makes a promise, and the other party's
performance is the act that creates the binding obligation.



Examples of unilateral contracts include:

- Reward offers (e.g., "Reward for finding my lost dog")
- Promotions or contests

- Certain insurance policies

Features of unilateral contracts:

- Promise by the offeror

- Performance by the offeree is the acceptance
- No obligation unless the act is performed

Key Factors Influencing the Nature of the Contract

Intent and Expectations of the Offeror

The primary determinant of whether a contract is bilateral or unilateral hinges on the offeror’s
intentions and expectations. It is essential to analyze the language of the offer and the context to
understand what the offeror expects as a response.

- If the offeror expects a promise in return, the contract is typically bilateral.
- If the offeror expects performance as the sole mode of acceptance, the contract is usually unilateral.

For example:

- An offer stating, "I will pay $500 to anyone who paints my house," indicates a unilateral contract, as
the offeror is only promising payment upon the actual performance.

- An offer saying, "l promise to sell my car to anyone who offers $5,000," suggests a bilateral contract,
as the offeror is promising to transfer ownership upon receiving a promise to pay.

Language of the Offer

The language used in the offer provides vital clues:
- Use of words like "promise," "agree," or "shall" typically indicates a bilateral intention.
- Phrases such as "reward," "offer," or "upon performance" suggest a unilateral intent.

Key points to analyze include:

- The precise wording of the offer

- Whether the offeror explicitly states that performance is the method of acceptance
- The context in which the offer is made

Nature of the act Required

The type of act expected from the offeree influences the classification:
- If the act is a promise to perform, it indicates a bilateral contract.
- If the act itself (performance) is the acceptance, it indicates a unilateral contract.



Example:

- A promise to pay $100 if someone repairs a fence is bilateral if the promise is the acceptance.

- Offering a reward for finding a lost pet is unilateral because the performance (finding the pet) is the
only way to accept.

Legal Principles and Case Law

Case Law Supporting the Distinction

Several landmark cases illustrate how courts determine whether an agreement is bilateral or
unilateral based on the offeror's expectations:

- Carlill v Carbolic Smoke Ball Co (1893): This case established that a unilateral contract exists when
an offeror promises to pay upon the performance of a specific act. The court held that the company's
advertisement was an offer that could be accepted by anyone who performed the act, thus creating a
unilateral contract.

- Errington v Errington & Woods (1952): The court emphasized that the nature of the offer and the
offeror's intentions govern whether a contract is unilateral or bilateral, not merely the language used.

- Lefkowitz v. Great Minneapolis Surplus Store (1957): The court held that an advertisement stating
"First come, first served" was an offer capable of acceptance by performance, indicating a unilateral
contract.

Implications of the Offeror's Expectations

The courts consistently look to the offeror's expectations to classify the contract:
- If the offeror expects performance as the only method of acceptance, the agreement is unilateral.
- If the offeror expects a promise from the offeree, the agreement is bilateral.

This focus ensures clarity in contractual obligations and reduces ambiguity about how contracts are
formed.

Distinguishing Features and Practical Applications

Acceptance in Bilateral and Unilateral Contracts

- Bilateral Contracts: Acceptance occurs through a promise, which can be communicated orally or in
writing.

- Unilateral Contracts: Acceptance occurs through actual performance of the requested act, not
through a promise.



Consequences:
- In bilateral contracts, communication of acceptance is generally required.
- In unilateral contracts, acceptance is complete once the act is performed.

Revocation and Termination of Offers

The offeror’s expectations influence how and when an offer can be revoked:

- Unilateral contracts: Offeror cannot revoke once the offeree has begun performance (e.g., started
painting the house).

- Bilateral contracts: Offers can often be revoked before acceptance unless consideration or other
legal promises prevent revocation.

Legal Remedies and Enforcement

The type of contract affects remedies:

- Bilateral contracts: Breach typically results in damages or specific performance.

- Unilateral contracts: The non-breaching party can often recover damages if they have substantially
performed or have relied on the offer.

Conclusion

The classification of a contract as bilateral or unilateral fundamentally depends on what response the
offeror expects from the offeree. If the offeror anticipates a promise as the acceptance, the contract is
bilateral. Conversely, if the offeror expects performance as the method of acceptance, the contract is
unilateral. Courts analyze the language of the offer, the surrounding circumstances, and the offeror’s
intentions to determine this classification. Recognizing this distinction is vital for understanding
contractual obligations, rights, and remedies, and it underscores the importance of clarity in drafting
offers to ensure parties' expectations align and legal certainty is maintained.

Frequently Asked Questions

How does the type of response expected from the offeror
determine whether a contract is bilateral or unilateral?

A contract is bilateral if the offeror expects a reciprocal promise from the offeree, whereas it is
unilateral if the offeror expects the offeree to perform a specific act without necessarily promising in
return.

Can an offer be considered unilateral if the offeror anticipates



a promise from the offeree instead of performance?

No, a unilateral contract is characterized by the offeror expecting performance rather than a promise;
if a promise is expected, the contract is typically bilateral.

What role does the offeror’s expectation of response play in
the formation of a unilateral contract?

The offeror’s expectation of performance as the response signifies a unilateral contract, where the
contract is formed when the offeree completes the requested act.

How can the nature of the response influence the legal
classification of a contract as bilateral or unilateral?

If the response involves a promise from the offeree, the contract is bilateral; if it involves performance
without promise, it is unilateral, based on what the offeror expects as the response.

Why is understanding the expected response from the offeree
crucial in determining the contract type?

Because the expected response—either a promise or performance—defines whether the contract is
bilateral or unilateral, which affects the rights and obligations of the parties involved.

Additional Resources
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Understanding whether a contract is bilateral or unilateral hinges upon the fundamental question:
What response does the offeror anticipate from the offeree? This distinction is pivotal in contract law,
as it influences how contracts are formed, enforced, and interpreted. In this comprehensive analysis,
we delve into the nuances that differentiate bilateral from unilateral contracts, emphasizing the role
of the offeror’s expectations and the nature of the offeree’s response.

Introduction to Bilateral and Unilateral Contracts

Before exploring how the offeror's expectations determine the contract type, it's essential to clarify
what bilateral and unilateral contracts entail.

What Is a Bilateral Contract?



A bilateral contract involves a mutual exchange of promises between two parties. Each party commits
to perform some act, and the contract is formed once both promises are made.

Characteristics of Bilateral Contracts:

- Mutual Promises: Both parties are bound by promises.

- Formation: Occurs at the moment the promises are exchanged.
- Examples: Sale agreements, employment contracts, leases.

[llustration:

- Alice promises to sell her car to Bob for $5,000.

- Bob promises to pay $5,000.

- The contract is bilateral because both parties have exchanged promises.

What Is a Unilateral Contract?

A unilateral contract involves only one party making a promise contingent upon the performance of a
specific act by another party.

Characteristics of Unilateral Contracts:

- Promise in exchange for Performance: Only the offeror makes a promise; the offeree’s performance
is the acceptance.

- Formation: The contract is formed when the offeree performs the act.

- Examples: Reward offers, contests, and certain service agreements.

[llustration:

- A poster states, “Reward $1,000 for the return of my lost dog.”

- The offeror promises to pay $1,000 if someone returns the dog.

- The contract forms only when someone performs the act of returning the dog.

The Role of the Offeror’s Expectations in Contract
Classification

The core issue in determining whether a contract is bilateral or unilateral lies in understanding what
the offeror expects from the offeree.

What Does the Offeror Expect?

The nature of the offer’'s language and context reveals the offeror’s expectations:

- Mutual Exchange of Promises: If the offeror expects a promise from the offeree in response, the
contract tends to be bilateral.
- Performance as Acceptance: If the offeror expects performance (not a promise) as the means of



acceptance, the contract is likely unilateral.

Key Point: The classification depends on whether the offeror views the offeree’s response as a
promise or as performance.

Analyzing Offer Language and Context

The specific wording of the offer provides crucial clues:

- Use of Promissory Language: Phrases like “l promise to,” “
contract.

- Performance-Based Language: Phrases like “if you do,
indicate a unilateral contract.

shall,” or “agree to” suggest a bilateral

n ou

upon completion of,” or “by performing”

Example:
- Bilateral: “l will sell you my house if you promise to pay $200,000.”
- Unilateral: “I will pay $1,000 to anyone who finds and returns my lost dog.”

Legal Presumptions and Case Law

Courts often rely on presumptions based on the language and circumstances:

- Presumption of Bilateral Contracts: When the language is promissory and mutual.
- Presumption of Unilateral Contracts: When the language indicates performance as acceptance.

Relevant Case Law:

- Carlill v. Carbolic Smoke Ball Co. (1893): The court held that an advertisement promising a reward
was a unilateral offer, accepted by performing the required act.

- Errington v. Errington & Woods (1952): The court emphasized that whether a contract is unilateral or
bilateral depends on the offeror’s expectations, which are to be determined objectively.

Distinguishing Features and Practical Implications

Understanding the expectations of the offeror influences several aspects of contract law, including
formation, performance, and remedies.

1. Formation of the Contract

- Bilateral Contract: Formed at the moment both promises are exchanged.
- Unilateral Contract: Formed only when the performance begins or is completed.



Implication: In unilateral contracts, the offeree may start performing before the contract is fully
formed, but the contract only materializes upon completion.

2. Acceptance of the Offer

- Bilateral: Acceptance occurs via a promise to perform.
- Unilateral: Acceptance occurs via performance.

Practical Note: The manner of acceptance is vital, especially in unilateral contracts, where
performance, not promise, is required.

3. Revocation of the Offer

- Bilateral: Can often be revoked before the promise is exchanged.
- Unilateral: Generally cannot be revoked once the offeree has begun performance (as established in
Errington v. Errington).

Case Example:

In unilateral offers, courts tend to protect the offeree once substantial performance has begun,
emphasizing fairness.

4. Legal Remedies and Enforcement

- Bilateral: Breach of promise allows for damages for non-performance.
- Unilateral: Breach occurs if the offeree fails to perform after commencing performance; damages are
awarded accordingly.

Implication: The expectation of what constitutes breach varies depending on contract type.

Practical Applications and Common Scenarios

Understanding the nature of the offer is essential for both offerors and offerees.

Scenario 1: Commercial Offers

- An advertisement stating, “Buy one get one free,” is typically considered a unilateral offer because
the customer’s act of purchasing triggers the contract.

- A negotiation, such as “l promise to sell my car if you agree to pay $10,000,” indicates a bilateral
contract, as both parties exchange promises.



Scenario 2: Public Rewards

- Public reward offers (e.g., “Reward for return of lost pet”) are generally unilateral because they
specify performance as acceptance.
- The offeree’s act of returning the pet forms the contract.

Scenario 3: Employment Contracts

- Usually bilateral, involving promises to work and promises of compensation.
- The language used often indicates mutual promises.

Scenario 4: Service Contracts

- Often bilateral, e.g., “l will repair your roof if you promise to pay $1,000.”
- The expectation of promises points toward bilateral contracts.

Legal Tests and Doctrine

Courts utilize certain tests and doctrines to determine the nature of the contract based on the
offeror’s expectations.

1. Objective Test

- The primary criterion is the reasonable interpretation of the offeror’s language and conduct.
- Courts examine how a reasonable person would interpret the offer.

2. The "Performance" Test

- Whether the offeree’s performance constitutes acceptance.
- If the offeree’s act is the sole means of acceptance, the contract is likely unilateral.

3. The "Promise" Test

- Whether the offeror’s language indicates a promise to perform, suggesting a bilateral contract.



4. Substantial Performance Doctrine

- In unilateral contracts, courts recognize acceptance when the offeree has substantially performed
the requested act, preventing revocation.

Conclusion: The Critical Importance of Intent and
Expectation

Ultimately, whether a contract is bilateral or unilateral depends on the intent of the offeror, as
evidenced by the language used and the context in which the offer is made. Courts look at what a
reasonable person would interpret the offeror’'s expectations to be, focusing on the language of the
offer and the surrounding circumstances.

Key Takeaways:

- The classification hinges on the offeror’'s expectations—promises or performance.

- Clear, promissory language indicates a bilateral contract.

- Performance-based language points toward a unilateral contract.

- The moment of formation, acceptance, and revocation rights depend on this classification.
- Objective interpretation and case law guide courts in resolving ambiguities.

Understanding these principles not only clarifies legal distinctions but also helps parties craft clearer
offers, avoiding disputes over the nature of their contractual obligations. Recognizing whether an offer
is intended as bilateral or unilateral is fundamental to the effective formation and enforcement of
contractual relationships in all facets of commercial and personal dealings.
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