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STANDARD FORM CONTRACTS: THE FINE LINE
BETWEEN CONVENIENCE AND COERCION

-Aamir Sohel Muntazimuddin!

ABSTRACT

Standard Form Contracts (SFCs), often called "boilerplate contracts," are pre-prepared agreements
where one party sets the terms and the other must accept them as is. Widely used in areas such as
insurance, e-commerce, and service agreements, these contracts provide efficiency but also raise
concerns about fairness and protection for weaker parties. This article explores the nature of SFCs,
their implications, and the legal frameworks governing them in India, with insights from the United

States and the United Kingdom.

INTRODUCTION

Contracts form the backbone of commercial transactions. Among them, Standard Form Contracts
have become common due to their efficiency and ease of use. However, the imbalance of power
between the party drafting the contract and the other party often leads to issues of fairness and
enforceability. This article examines the features of SFCs, the challenges they create, and how law

addresses these concerns in India and other countties.

UNDERSTANDING STANDARD FORM CONTRACTS

A Standard Form Contract is drafted by one party, usually a company, leaving the other like a

customer or user little room to negotiate. You either accept it or walk away.

These contracts are common in insurance, mobile plans, banking, apps, and online services. They
save time and simplify transactions, but often favor the stronger party. Complex language or

hidden terms can make it hard for ordinary people to understand their rights.
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While convenient, these contracts can be risky if terms are unfair or unclear. Their fairness depends

on whether the conditions are reasonable, clear, and balanced for both sides.

LEGAL PERSPECTIVES ON STANDARD FORM
CONTRACTS IN INDIA

In India, most agreements fall under the Indian Contract Act, 1872. The Act does not specifically
mention Standard Form Contracts (SFCs), but general contract rules still apply. Since SFCs are

drafted by one party and offered on a “take it or leave it” basis, courts examine them carefully.

JUDGES FOCUS ON

e Free consent: Consent must be genuine, not forced or misunderstood.
e Fairness: Terms should not favor one party excessively.

¢ Public policy: Clauses against fairness or morality can be invalid.

SFCs are valid in India but must be clear, fair, and transparent to protect weaker parties..

KEY CASE LAWS

e Sheikh Mohd. Ravuther v. B.I.S.N. Co [1908] ILR 32 M 95: Highlighted limitations of
Section 23 in regulating fairness.

e Union of India & Anr v. M/S Indus Bank Ltd & Anr, MANU/SC/1016/2016: Courts
must consider public policy and economic disparities when validating SFCs.

e H.M. Kamaluddin Ansari & Co. vs. Union of India, 1983 SCR (3) 607: Golden rule of
interpretation applied to ensure commercial fairness.

e M.R. Engineers & Contractors Pvt. Ltd. vs. Som Datt Builders Ltd (2009) 7 SCC 696:
Distinction between “Standard Form Contract” and “Standard Terms and Conditions™;

enforceability of arbitration clause recognized.

UNITED STATES

The United States regulates SFCs under the Uniform Commercial Code (UCC) Section 2-302,

addressing unconscionable terms. Courts also evaluate assent in standardized agreements using

Restatement (Second) of Contracts, Section 211.
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KEY CASE LAWS

Steven v. Fidelity & Casualty Co, 58 Cal 2d 862 (1952): Airplane insurance contract held
to be adhesion contract due to unequal bargaining power.

ProCD, Inc. v. Zeidenberg, 86 F.3d 1447 (7th Cir. 1996): Shrink-wrap license enforceable;
purchaser had sufficient opportunity to review terms.

Klocek v. Gateway, 104 F. Supp. 2d 1332 (D. Kan. 2000): Arbitration clause

unenforceable; no real consent was provided.

UNITED KINGDOM

The Unfair Contract Terms Act, 1977 protects against unfair exclusion clauses, ensuring that one

party cannot impose unreasonable obligations or unfairly exclude liability.

KEY CASE LAWS

Photo Production Ltd v. Securior Transport Ltd [1980] AC 827: Exclusion clause
invalidated under doctrine of fundamental breach.

Specialist Insulation Ltd v. Pro-Duct (Fife) Ltd [2012] CSOH 79 and Butler Machine Tools
Co Ltd v. Ex-Cell-O Corp (England Ltd) [1 WLR 401]: Illustrate enforcement issues in

“battle of forms” scenarios.

CHALLENGES WITH STANDARD FORM CONTRACTS

Standard Form Contracts (SFCs) are everywhere in modern commerce because they save time and

standardize transactions. But their widespread use comes with challenges that can affect fairness,

clarity, and enforceability.

1.

Lack of Transparency

Many SFCs use complicated legal terms and lengthy sentences that ordinary consumers
find hard to understand. Clauses about penalties, liability limits, or automatic renewals are
often hidden deep inside the contract. This makes it easy for people to unknowingly agree
to terms that may not be in their favor. Courts often have to step in to balance efficiency

with fairness, especially for those who do not have legal expertise.
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2. Unconscionable Terms

Since SFCs are drafted by the stronger party, they can contain clauses that heavily favor
them, such as high penalties for minor breaches or restrictive warranties. In India, courts
rely on principles like fairness and public policy to protect weaker parties, but there is no
specific statutory law on SFCs. Other countries like the US and the UK have clearer rules
to prevent exploitation through unconscionable terms.

Limited Negotiation

The weaker party often has no real choice but to accept the contract as is. This "take it or
leave it" scenario undermines the idea of free consent, which is a key principle in contract
law under Section 10 of the Indian Contract Act, 1872. Consumers or small businesses
may accept terms without fully understanding them, simply to access goods or services.

Enforceability Issues

Not every clause in an SFC is enforceable. Courts examine them for fairness,
reasonableness, and adherence to public policy. Unfair clauses, hidden fees, or arbitrary
limitations may be struck down. For instance, in M.R. Engineers & Contractors Pot. 1.td. vs.

Som Datt Builders 1.td (2009) 7 SCC 696, the court stressed distinguishing standard clauses

from unfair ones, ensuring that enforceable terms do not exploit weaker parties.

RECOMMENDATIONS FOR REFORM

Given these challenges, several reforms can make SFCs fairer, easier to understand, and more

transparent:

1.

Simplify Lanouage

Contracts should use plain language instead of legal jargon. For example, instead of “the
party of the first part shall indemnify the party of the second part,” it can simply state “you
will cover any losses caused to the other party.” Clear language helps parties understand
their rights and obligations, reducing disputes and promoting informed consent.

Standardize Key Terms

Regulators or industry groups can develop standard clauses for common contracts like

insurance, service agreements, or subscriptions. Standardization ensures fairness, prevents
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one-sided provisions, and provides courts with clear benchmarks when reviewing
contracts.

Educate Consumers

Many disputes arise because people do not understand their rights or contract terms. Public
awareness campaigns, workshops, and online resources can help consumers recognize
unfair clauses, ask questions, and make informed decisions. An educated consumer base is
less likely to be exploited and contributes to a fairer market.

Highlight Critical Terms

Businesses should clearly point out clauses that significantly affect the consumer, such as
penalties, automatic renewals, or limitations of liability. This ensures transparency and
discourages unfair practices.

Address Digital Contracts

With e-commerce and mobile applications, contracts are increasingly digital. Laws should
clarify how online agreements like click-wrap or browse-wrap contracts are enforceable,
requiring explicit consent for important terms. Courts should pay attention to clauses
hidden in long digital agreements to protect users.

Judicial Oversight and Consumer Protection

Courts should continue enforcing fairness through doctrines like unconscionability and
public policy. Additionally, consumer protection mechanisms such as ombudsman services
or specialized dispute resolution bodies can provide quick and accessible remedies for

disputes arising from SFCs.

CONCLUSION

Standard Form Contracts are essential in modern commerce for their efficiency and predictability.

However, they can create problems if weaker parties cannot understand or negotiate the terms.

While the US and UK have clear statutory protections, Indian law relies mostly on judicial

interpretation. Legislative reforms focusing on plain language, standard clauses, disclosure of

critical terms, and regulation of digital contracts, combined with consumer education and strong

judicial oversight, can make SFCs fairer.

429



Ultimately, fair and transparent SFCs are not just a legal requirement they build trust and ensure

smooth, reliable commerce for all parties involved.

430



