
Classificationofcontracts

Contractmaybeclassifiedonthebasisoftheir(a)validity,(b)formation,or(c)formance.

Theyarebrieflydiscussedasunder:-

(1)ValidContracts:Avalidcontractisanagreementenforceablebylaw.Anagreement

becomesenforceablebylawwhenalltheessentialsofavalidcontractaslaidinSection10are

fulfilled.

(2)VoidContract:Anagreementwhichwaslegallyenforceablewhenenteredintobutwhich

hasbecomevoidduetosuperveningimpossibiltyofperformance.Forexample,acontract

betweenacitizenofPakistanandIndiaisavalidcontractduringpeacebutifwarbreaksout

betweenthetwocountries,theagreementwillbecomevoidcontract.

Literally,theword'void'means'notbindinginlaw'.Accordinglytheterm 'voidcontract'implies

auselesscontractwhichhasnolegaleffectatall.Suchacontractisanullity,asfortherehas

beennocontractatall.

Section2(j)defines,"Acontractwhichceasestobeenforceablebylawbecomesvoid,whenit

ceasestobeenforceable".

(3)Voidagreement:AccordingtoSection2(g),"Anagreementwhichisnotenforceableby

laweitherofthepartiesisvoid".Nolegalrightorobligationscanariseoutofavoidagreement.

Itisvoidabinitioi.e.,from itsveryinception,forexample,anagreementwithoutconsideration

orwithaminor.

A'voidagreement'shouldbedistinguishedfrom a'voidcontract'.A'void'agreementnever

amountstoacontractasitisvoidabinitio.A'void'contractisvalidwhenitisenteredinto,but

subsequenttoitsformationsomethinghappenswhichmakesitenforceablebylaw.Noticethat

acontractcannotbevoidabinitioandonlyanagreementcanbevoidabinitiobecomevoid.

(4)UnenforceableContracts:Itisacontractwhichisactuallyvalidbutcannotbeenforced

becauseofsometechnicaldefect(suchasnotinwriting,understamped).Suchcontractscan

beenforcedifthetechnicaldefectinvolvedisremoved.

Example:Anoralagreementforarbitrationisenforceablebecausethelawrequiresthatan

arbitrationagreementmustbeinwriting.Itistheoralagreementforarbitrationisreducedto

writing,itwillbecomeenforceable.

(5)IllegalAgreements:Anillegalagreementisonetheobjectofwhichisunlawful.Suchan

agreementcannotbeenforcedbylaw.Thus,illegalagreementsarealwaysvoidabinitio(i.e.

voidfrom theverybeginning).Thus,acontracttocommitdacoitisanillegalcontractand

cannotbeenforcedatlaw.



Agreementwithaminorisvoidbutnotillegal.Everyvoidagreementisnotillegalunlessits

objectorconsiderationis(a)immoral(b)opposedtopublicpolicyetc.Avoidcontractdoesnot

affectacollateralcontract.Anillegalagreementislikeaninfectiousdiseaseandisfatalnot

onlytothemaincontractbuttocollateralcontractaswell.

Example:Itistheaboveexample,XborrowsRs.1,00,000from W whoisawareofthepurpose

oftheloan,themainagreementbetweenXandYisillegalandtheagreementbetweenXandW

whichiscollateraltothemainagreementisalsovoid.Hence,W cannotrecoverthemoneyfrom

X.

Contractclassifiedaccordingtoformation:

(1)ExpressContract:ExpressContractisonewhichismadebywordsspokenorwritten.

(2)ImpliedContract:Wheretheproposaloracceptanceismadeotherwisethaninwords,it

isanimpliedcontract.Impliedcontractscanbesmelledoutofthesurroundingcircumstances

andtheconductofthepartieswhomadethem.

Example:Atransportcompanybusesondifferentroutestocarrypassengers.Thisisan

acceptancebyX.Now,thereisanimpliedcontract.

(3)ConstructiveorQuasiContract:Itisacontractinwhichthereisnointentiononeither

sidetomakeacontract,butthelawimposesacontract.Insuchacontractrightandobligations

arisenotbyanyagreementbetweenthepartiesbutbyoperationsoflaw.Thus,afinderoflost

goods.Similarly,wherecertainbooksaredeliveredtoawrongaddresseeisunderanobligation

eithertopayforthem orreturnthem.

(4)E-com contracts/contractsoverinternet:Thesecontractsareenteredintobetween

thepartiesusinginternet.Inelectroniccommerce,differentpartiescreatenetworkswhichare

linkedtoothernetworksthroughEDI(ElectronicDataInterChange).Thishelp'sindoing

businesstransactionsusingelectronicmode.

Classificationonthebasisofperformance:

Contractmaybeclassifiedonthebasisoftheirperformance.Suchcontractsmaybe:

(1)ExecutedContract:Itisacontractwhereboththepartiestothecontracthavefulfilled

theirrespectiveobligationsunderthecontract.

Inotherwords,itisacompletedcontract.

Example:AsellsaT.V.settoBforRs.20,000.BpayathepriceandAhandsoverT.V.settoB.

(2)ExecutoryContract:Itisacontractwhereboththepartiestothecontracthavestillto

perform theirrespectiveobligations.



Example:AagreementtomakefurnitureforBforRs.5,000.MrAhasyettomakefurniture

andMrBhasnotmadethepayment.So,bothAandBareyettoperform theirobligations.

Thus,executorycontractmaybe

a)Unilateral

b)Bilateral

(a)UnilateralContract:Aunilateralcontractisoneinwhichapromiseononesideis

exchangedforanactontheotherside.

Example:MrA,aworkerdoesmanuallaborattherequestofMrB,onaparticularday.On

completionofworkitisB'sobligationtopayhim wagesbecauseAhasalreadyperformedhis

obligation.

(b)BilateralContract:Thesearethecontractswhereapromiseononesideisexchangedfor

apromiseonthepartofotherparty.
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