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Consideration: Section 2(d) stipulates that when at the desire of the promisor, promisee or 

any other person has done or abstain from doing or does or abstain from doing or promises to 

do or to abstain from doing something, such act or absistence or promise is called 

consideration for the promise.  

From the above definition, it becomes clear that this section can be divided into three parts: 

First part indicates that it must be at the desire of the promisor. Therefore it should not be 

voluntary.  

Second part indicates that in India there is no privity of consideration. Consideration in India 

can move from promisee or any other person.  

Third part indicates that consideration can be past, present or future. Example of past 

consideration: Section 25 Illustration (c). Example of Present Consideration is Kumar sells 

the goods and deliver to Gopal. At the same time Gopal pays the price. Example of Future 

consideration is Kumar promises to deliver certain goods to Gopal at a future date and Gopl 

promises to pay on delivery.  

Privity of Contract: The word privy essentially means sharing in the knowledge of something 

private. The word privity means relation between two parties i.e. recognised by law such as 

that of blood, lease or service.  

Privity of contract essentially means only parties to the contract can file a suit. In other 

words, stranger to the contract cannot sue.  

There is no express mention of the doctrine of privity of contract in ICA. However there is an 

implied mention of this doctrine in Section 73.  

In Tweedle v. Atkinson, it was cemented that stranger to a contract cannot sue. This principle 

was applied by the Privy Council in Jamana Das v. Ram Autar that stranger to a contract 

cannot sue. However the Supreme Court in 1969 in M.C. Chako v. State Bank of Travancore 

recognised the doctrine but also highlighted that there are certain exceptions wherein the 

stranger to a contract can sue. Following are the exceptions:  

1. Beneficiaries: Unborn Child.  

2. Family settlements or marriage settlements or partition,  

3. Acknowledgement or estoppel,  
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4. Covenants running with the lands,  

5. PIL,  

6. In case of Pensions,  

7. Interpleader suits,  

8. Consumer Protection,  

9. Insurance.  

Section 25: Consideration gives seriousness to the matter but there are many situations when 

even without consideration there can be a valid contract because the circumstances show 

seriousness in the matter. This situation constitutes exception to the general rule which are as 

follows:  

1. Out of natural love and affection- If there is an agreement between near relatives out 

of natural love and affection and if it is written and registered, the same is valid even 

without consideration.  

2. Past voluntary Service- A promise to compensate a person who has voluntarily done 

something for the promisor [Illustration (c) and (d)].  

3. Time barred Debt- Illustration (e).  

Pinnel Rule-  A promise to pay less than what is due under a contract cannot be regarded as 

valid consideration. Can the Promisor waive it off? Yes.  

Where promise is in writing and signed by the debtor or by his agent to pay time barred debt 

creates a fresh cause of action. This fresh promise will be considered valid even without 

consideration.  

Inadequacy of Consideration- Justice Subba Rao in Chidambara v. P.S. Ranga (1969) held 

that consideration should be something which not only the party in regard but the law can 

also regard as having some value. This shows that consideration should be real and not 

illusory.  

Public Policy 

It is an unruly horse and when you get stries it you never know where it will carry you. 

Explain.  
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The term public policy has not been defined anywhere. In general sense, public policy means 

policy or the law at the stated time and place. It also relates to the social and economic 

interest of the community.  

Public policy decides the freedom of a person to enter into a contractual relation. Both are 

inversely proportional. Therefore if the scope of public policy is expanded the contractual 

freedom consequently becomes limited. In Fender v. John Milday, it was observed that the 

task of a judge to expound and not expand the law.  

The fundamental principle of laissez fare includes the concept of freedom of contract. This 

interest, however should not be contrary to economic or social interest. Lord DENNING MR 

therefore observed that public policy is an unruly horse and when you get stried it, you never 

know where it will carry you.  

The Blue Pencil rule doctrine is a common doctrine where a court find the coercion of a 

contract as void or unreasonable but other portion of the contract as enforceable.  

                                    Supervision of Indigo Plant 

A  Salary B    

10000                            Illegal traffic in other articles            

Salary is Consideration. A is employer and B is employee. Question is Can you separate 

10000 rupees? Answer is No.  

Blue Pencil rule is that rule which is similar to the principle of doctrine of severability.  

If it is earlier decided that the money which is given equally to two purpose, then this rule 

will apply.  

Acknowledgement of debt under section 18 of Limitation Act, 1963 implies promise under 

Section 25(3) of ICA.  

Acknowledgement under section 18 of LA can it be a promise under Section 25 (3) of ICA. It 

can only before the expiry of period of limitation.  

Section 18 and Section 25(3) are time barred debt.  
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Fresh period of limitation will start from the date of period of limitation as of part-payment. 

New lease of life is given to creditor.  

SBI v. Kanhaiya La (2015) Delhi High Court Judgement- ruled that written 

acknowledgement of debt, thereby confirming the debt amount can be treated as promise to 

pay a time barred debt under section 25(3) and not mere acknowledgement of debt under 

section 18 of LA, 1963.  

Section 18 of LA, 1963 stipulates that period of limitation is extended in the extent of 

acknowledgement of liability made by  the debtor before the expiry of the period of limitation 

to initiate recovery process under section 25(3), a promise made after the expiry of the period 

of limitation. Both the provision of law put a new life into the creditor to sue the debtor. 

Delhi High Court has given a wide and liberal interpretation to the word “acknowledgement 

to debt” to mean implied promise.         

 


