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Chapter 8 Introduction to Contract Law
8.1 General Perspectives on Contracts

1) Contract is probably the most ___________________ legal concept in our society because it is so central to the essence of our _____________________, ______________________, and _______________________ life. In common parlance, contract is used interchangeably with agreement, bargain, undertaking, or deal. Whatever the word, the concept it embodies is our notion of _______________________ to pursue our own lives together with others. Contract is central because it is the means by which a free society orders what would otherwise be a jostling, frenetic anarchy.

2) What does ‘jostling, frenetic anarchy mean? ___________________________________________________________
__________________________________________________________________________________________________

3) Contract law did not always exist. How and why was it created? ____________________________________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
4) What was used prior to contract law? _________________________________________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

5) In An Economic Analysis of Law, Judge Richard A. Posner suggested contract law performs three functions, what are they?                                                                                                                                                                                                                                          






6) The Restatement (Second) of Contracts (Section 1) says, “_________________________________________________
_______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________”

7) ‘Contract’ means __________________________________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________

8) Similarly, the Uniform Commercial Code says, “__________________________________________________________
___________________________________________________________________________________________________________________________________________________________________________________________________”
9) Contract law developed when the strictures of feudalism dissipated, when a person’s position in society came to be determined by personal ______________________ (by mutual ____________________________) and not by status (by how a person was born). __________________________ and _________________________ law have developed together, because having choices in society means that people decide and agree to do things with and to each other, and those agreements bind the parties; the agreements must be enforceable.

10) Define: feudalism ________________________________________________________________________________
__________________________________________________________________________________________________

11) Why is contract law necessary in a society where a person’s status is not predetermined by birth? _______________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

12) Contract law serves some economic functions. What are they? ____________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________

8.2 Sources of Contract Law

Case Law
13) Law made by judges is called __________________ _____________________. Because contract law was made up in the common-law courtroom by ______________________ judges as they applied rules to ___________________
________________________ before them, it grew over time to formidable proportions. By the early twentieth century, tens of thousands of contract disputes had been submitted to the courts for ____________________, and the published ___________________________, if collected in one place, would have filled dozens of bookshelves. Clearly this mass of material was too unwieldy for ______________________ use. A similar problem also had developed in the other leading branches of the common law.
Statutory Law: The Uniform Commercial Code

14) What is the purpose of the Uniform Commercial Code? __________________________________________________

15) What are the 9 Articles listed under the UCC? 
                                                                                                                                                                                                                                                                                                  









16) Article 2 is divided in turn into six major parts: 
                                                                                                                                                                                                                                                     





17) Judges have made contract law over several _____________________ by deciding cases that _____________________, extend, or ________________________ the developing rules affecting contract formation, performance, and enforcement. The rules from the cases have been abstracted and organized in the Restatements of Contracts. To facilitate interstate commerce, contract law for many commercial transactions—especially the sale of goods—not traditionally within the purview of judges has been developed by legal scholars and presented for the states to adopt as the Uniform Commercial Code. There is an analogous Convention on Contracts for the International Sale of Goods, to which the United States is a party.

18) How long is a century? _______________________________________________

19) How do judges make contract law? _________________________________________________________________ 20) What is the Restatement of the Law of Contracts, and why was it necessary? _______________________________ _________________________________________________________________________________________________ 21) Why was the Uniform Commercial Code developed, and by whom? _______________________________________ _________________________________________________________________________________________________
22) Who adopts the UCC as governing law? ______________________________________________________________
23) What is the Convention on Contracts for the International Sale of Goods? __________________________________
_________________________________________________________________________________________________
24) What is the purpose of the Convention on Contracts for the International Sale of Goods? _____________________
_________________________________________________________________________________________________

8.3 Basic Taxonomy of Contracts
25) In general, contracts are classified along ___________ different dimensions: ________________________, ___________________________, ___________________________, and ________________________, and degree of completion. 

26) Define: Explicitness _____________________________________________________________________________
_________________________________________________________________________________________________
27) Define: Mutuality _______________________________________________________________________________
_________________________________________________________________________________________________
28) Define: Enforceability ____________________________________________________________________________
_________________________________________________________________________________________________ 29) Define: Completion ______________________________________________________________________________
__________________________________________________________________________________________________

Explicitness

30) Define: Express contract __________________________________________________________________________
__________________________________________________________________________________________________
31) Define: Implied contract ___________________________________________________________________________
__________________________________________________________________________________________________
32) Define: quasi contact _____________________________________________________________________________
__________________________________________________________________________________________________

33) What is the difference between a bilateral contact and a unilateral contract? ________________________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

34) What is the difference between void contact and voidable contract? _______________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

35) Describe the meaning of an ‘unenforceable contact’? How can a contract not be enforceable? __________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Degree of Completion 

36) An agreement consisting of a set of _____________________ is called an executory contract before any promises are carried out. Most executory contracts are _______________________. If John makes an agreement to deliver wheat to Humphrey and does so, the contract is called a ________________________ executed contract: one side has performed, the other has not. When John pays for the wheat, the contract is ______________________ performed. A contract that has been carried out fully by both parties is called an ______________________ contract.

37) Match the following definitions.
	Offeror
	_________________________________________ One to whom a promise is made.

	Offeree
	_________________________________________ One to whom an offer is made.

	Promisor
	_________________________________________ One to whom an obligation is made.

	Promisee
	_________________________________________ One to whom a transfer is made.

	Obligor
	_________________________________________ One who makes an offer

	Obligee
	_________________________________________ One who makes a transfer.

	Transferor
	_________________________________________ One who makes and has an obligation.

	Transferee
	_________________________________________ One who makes a promise.
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38) Contracts are described and thus defined on the basis of four criteria: ________________ (express, implied, or quasi-contracts), ________________________ (bilateral or unilateral), _______________________ (void, voidable, unenforceable), and _________________ ___________ _____________________ (executory, partially executed, executed). Legal terminology in English often describes relationships between parties by the use of suffixes, to which the eye and ear must pay attention.

39) Able writes to Baker: “I will mow your lawn for $20.” If Baker accepts, is this an express or implied contract? How do you know?  ________________________________________________________________________________________ __________________________________________________________________________________________________
40) Able telephones Baker: “I will mow your lawn for $20.” Is this an express or implied contract? __________________
__________________________________________________________________________________________________ 41) What is the difference between a void contract and a voidable one? _______________________________________
__________________________________________________________________________________________________ 42) Carr staples this poster to a utility pole: “$50 reward for the return of my dog, Argon.” Describe this in contractual terms regarding explicitness, mutuality, enforceability, and degree of completion. _______________________________
__________________________________________________________________________________________________
43) Is a voidable contract always unenforceable? Why or why not? ___________________________________________ __________________________________________________________________________________________________
44) Contractor bids on a highway construction job, incorporating Guardrail Company’s bid into its overall bid to the state. Contractor cannot accept Guardrail’s offer until it gets the nod from the state. Contractor gets the nod from the state, but before it can accept Guardrail’s offer, the latter revokes it. Usually a person can revoke an offer any time before it is accepted. Can Guardrail revoke its offer in this case? Why or why not? _______________________________
__________________________________________________________________________________________________

8.5 Summary and Exercises

45) The _______________________ fundamental sources of contract law are (1)________________________________
___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (2) ________________________________
__________________________________________________________________________________________________ In general, the UCC is more liberal than the common law in upholding the existence of a contract. Types of contracts can be distinguished by four criteria: (1) ____________________________________________________________________
_____________________________________________________________________________________________________________________________ (2) ____________________________________________________________________ (3) ___________________________________________________________________________ (4) _________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Exercises
46) Mr. and Mrs. Smith, an elderly couple, had no relatives. When Mrs. Smith became ill, the Smiths asked a friend, Henrietta, to help with various housekeeping chores, including cleaning and cooking. Although the Smiths never promised to pay her, Henrietta performed the chores for eighteen months. Henrietta now claims that she is entitled to the reasonable value of the services performed. Is she correct? EXPLAIN _______________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________

47) Assume instead that the Smiths asked Mrs. Smith’s sister, Caroline, who lived nearby, to help with the housekeeping. After eighteen months, Caroline claims she is entitled to the reasonable value of the services performed. Is she correct? EXPLAIN ___________________________________________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________

48) A letter from Bridge Builders Inc. to the Allied Steel Company stated, “We offer to purchase 10,000 tons of No. 4 steel pipe at today’s quoted price for delivery two months from today. Your acceptance must be received in five days.” Does Bridge Builders intend to create a bilateral or a unilateral contract? Why? _________________________________
__________________________________________________________________________________________________  49) Roscoe’s barber persuaded him to try a new hair cream called Sansfree, which the barber applied to Roscoe’s hair and scalp. The next morning Roscoe had a very unpleasant rash along his hairline. Upon investigation he discovered that the rash was due to an improper chemical compound in Sansfree. If Roscoe filed a breach of contract action against the barber, would the case be governed by the Uniform Commercial Code or common law? Explain. ___________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
50) Rachel entered into a contract to purchase a 2004 Dodge from Hanna, who lived in the neighboring apartment. When a dispute arose over the terms of the contract, Hanna argued that, because neither she nor Rachel was a merchant, the dispute should be decided under general principles of common law. Rachel, on the other hand, argued that Hanna was legally considered to be a merchant because she sold the car for profit and that, consequently, the sale was governed by the Uniform Commercial Code. Who is correct? Explain. _____________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
51) Lee and Michelle decided to cohabit. When they set up house, Michelle gave up her career, and Lee promised to share his earnings with her on a fifty-fifty basis. Several years later they ended their relationship, and when Lee failed to turn over half of his earnings, Michelle filed suit on the basis of Lee’s promise. What kind of contract would Michelle allege that Lee had breached? Explain. __________________________________________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
52) Harry and Wilma were divorced in 2008, and Harry was ordered in the divorce decree to pay his ex-wife $10,000. In 2009 and 2010 Harry was hospitalized, incurring $3,000 in bills. He and Wilma discussed the matter, and Wilma agreed to pay the bill with her own money, even though Harry still owed her $5,000 from the divorce decree. When Harry died in late 2010, Wilma made a claim against his estate for $8,000 (the $3,000 in medical bills and the $5,000 from the decree), but the estate was only willing to pay the $5,000 from the decree, claiming she had paid the hospital bill voluntarily and had no contract for repayment. Is the estate correct? Explain. __________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________.
53) Almost every day Sally took a break at lunch and went to the International News Stand—a magazine store—to browse the newspapers and magazines and chat with the owner, Conrad. Often she bought a magazine. One day she went there, browsed a bit, and took a magazine off the rack. Conrad was busy with three customers. Sally waved the magazine at Conrad and left the store with it. What kind of a contract, if any, was created? _______________________
____________________________________________________________________________________________________________________________________________________________________________________________________ 
__________________________________________________________________________________________________
54) Joan called Devon Sand & Gravel and ordered two “boxes” (dump-truck loads) of gravel to be spread on her rural driveway by the “shoot and run” method: the tailgate is partially opened, the dump-truck bed is lifted, and the truck moves down the driveway spreading gravel as it goes. The driver mistakenly graveled the driveway of Joan’s neighbor, Watson, instead of Joan’s. Is Devon entitled to payment by Watson? Explain. ___________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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