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 ABSTRACT  

This research article explores the legal implications of breach of contract in commercial 

transactions through an in-depth case study approach. Contractual obligations serve as 

the backbone of commercial activity, ensuring predictability and legal certainty among 

parties. However, breaches disrupt these expectations, triggering a wide range of legal 

consequences. This paper systematically examines the conceptual framework of 

contract law, the grounds and types of breach, remedies available under different legal 

systems, and emerging challenges in digital commerce. Using a qualitative method 

rooted in doctrinal legal analysis and comparative case studies from common law and 

civil law jurisdictions, the paper elucidates how courts interpret and enforce contract 

breaches. Special attention is given to recent judicial trends and legislative adaptations 

concerning digital contracts and automated transactions. The study highlights the 

increasing complexity of enforcement in cross-border e-commerce environments and 

calls for harmonised global standards. 
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INTRODUCTION 

Contractual obligations form the backbone of 

commercial transactions. In a global economy, 

where goods, services, and capital traverse 

borders seamlessly, the certainty and 

enforceability of contractual promises are 

paramount. However, breach of contract remains 

a recurring problem, with significant legal, 

financial, and reputational repercussions. This 

paper seeks to explore the legal implications of 

breach of contract in commercial dealings, using 

a case study approach to offer nuanced insights. 

The introduction sets the stage by briefly tracing 

the historical development of contract law from 

classical theories centred on mutual consent and 

consideration to modern frameworks that 

accommodate technological and cross-border 

complexities. The discussion also outlines the 

growing reliance on international treaties, such as 

the United Nations Convention on Contracts for 

the International Sale of Goods (CISG), and 

regional directives like the European Union’s 

Rome I Regulation. 

 

In essence, the objective of this research is 

threefold: (i) to identify the legal consequences 

that follow a breach of contract; (ii) to assess how 

courts interpret breaches and award remedies; 

and (iii) to propose harmonised and efficient legal 

responses that reflect the dynamic nature of 

commerce. 

 

 

 

THEORETICAL FRAMEWORK  

The theoretical underpinnings of contract law 

help to frame the doctrinal and practical analysis 

of breach of contract. The primary theoretical 

frameworks that inform this study are classical 

contract theory, neoclassical contract theory, 

relational contract theory, economic analysis of 

law, critical legal studies (CLS), and comparative 

legal theory. Each provides distinct interpretive 

tools and assumptions that influence how legal 

systems conceptualise breach, remedies, and 

enforcement. 

 

Classical Contract Theory 

Classical contract theory, dominant in the 19th 

century, emphasises freedom of contract, the 

sanctity of promises, and the strict enforcement 

of agreements (Fried, 1981). Under this view, 

parties are autonomous actors who enter into 

voluntary arrangements, and the legal system 

enforces the bargains as written. Breach is thus a 

moral and legal failure to uphold one’s 

commitment. Remedies, particularly expectation 

damages, are structured to place the non-

breaching party in the position they would have 

been in had the contract been fulfilled (Atiyah, 

2005). 

 

Neoclassical Contract Theory 

Emerging in the 20th century, neoclassical theory 

modifies the rigid formalism of classical theory 

by incorporating equitable considerations such as 

reasonableness and fairness (Farnsworth, 1999). 

Courts under this model may consider external 

factors such as market conditions, relational 
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context, and the parties' conduct when 

determining the appropriate remedy for a breach. 

This theory supports judicial discretion and 

flexibility in enforcement and interpretation. 

 

Relational Contract Theory 

Ian Macneil (1978) advanced relational contract 

theory as a critique of both classical and 

neoclassical models. He argued that many 

commercial contracts are not one-off transactions 

but part of ongoing business relationships where 

mutual trust and cooperation play vital roles. 

Relational theory thus views breach not as an 

isolated act but as a disruption of a broader 

relational dynamic. Remedies should reflect the 

expectations and practices of the relationship, not 

just the written terms. 

 

This theory is especially relevant in 

contemporary global commerce, where long-term 

supply chains, joint ventures, and franchising 

agreements dominate. It has influenced judicial 

approaches that privilege substantial performance 

and good faith over strict adherence to 

contractual text. 

 

Economic Analysis of Law 

Law and economics scholars, such as Posner 

(2003), view contract law as a mechanism for 

promoting efficient exchanges. Breach of 

contract is not inherently wrongful under this 

framework; it may be economically rational if the 

gains from breach exceed the losses, provided the 

breaching party compensates the non-breaching 

party. 

Remedies are evaluated based on their efficiency. 

Expectation damages are favoured because they 

preserve incentives for performance without 

overcompensating. Specific performance is 

generally disfavored except in cases involving 

unique goods or high transaction costs. This 

framework is increasingly influential in judicial 

decision-making and legislative drafting. 

 

Critical Legal Studies (CLS) 

The CLS movement challenges the assumption 

that contract law is neutral or objective. Scholars 

argue that contract doctrines often reflect and 

reinforce power imbalances, particularly in 

asymmetric commercial relationships (Kennedy, 

1976). For example, large corporations may 

exploit bargaining advantages, and standardised 

contracts (adhesion contracts) may impose unfair 

terms on weaker parties. 

 

From a CLS perspective, the interpretation of 

breach and remedies must consider the broader 

socio-economic context and aim to redress 

systemic inequities. This theory advocates for a 

more interventionist role for courts in rebalancing 

unfair commercial dynamics. 

 

Comparative Legal Theory 

Comparative legal analysis examines how 

different legal systems conceptualise and address 

breach. Common law jurisdictions such as the 

United States and the United Kingdom rely 

heavily on judicial precedent, party autonomy, 

and flexible remedies. In contrast, civil law 



 
International Research Journal of Business and Social Science 
Volume: 11, Issue: 3, 2025 

 

 

                         
Copyright: © 2025 by the authors. Licensee KMF Publishers (www.kmf-publishers.com). This article is an 
open access article distributed under the terms and conditions of the Creative Commons Attribution (CC 
BY) license (https:// creativecommons.org/licenses/by/4.0/). 

 

                                                                                                                                                                                      
1912  
 

jurisdictions like France or Germany use codified 

rules and more formalistic reasoning. 

 

International instruments, such as the United 

Nations Convention on Contracts for the 

International Sale of Goods (CISG) and the 

UNIDROIT Principles, aim to bridge these 

differences. Understanding these variations is 

crucial in cross-border transactions, where breach 

of contract can lead to complex jurisdictional and 

interpretative challenges (Schwenzer, 2016). 

Synthesis and Relevance 

 

By integrating these theories, the study provides 

a comprehensive framework for analysing the 

legal implications of breach. Classical and 

neoclassical theories help define the foundational 

principles, while relational theory and economic 

analysis provide practical lenses for evaluating 

performance and remedies. CLS introduces a 

critical awareness of inequality, and comparative 

theory supports the global relevance of the 

findings. 

 

In an era of increasing digitalisation and 

globalisation, these frameworks must evolve to 

address new realities, including smart contracts, 

AI-mediated transactions, and transnational legal 

disputes. This theoretical framework, therefore, 

not only supports the doctrinal analysis but also 

informs policy recommendations aimed at 

improving fairness and predictability in 

commercial dealings. 

 

 

LITERATURE REVIEW  

The literature on breach of contract in 

commercial dealings is both extensive and 

diverse, reflecting evolving judicial 

interpretations, statutory reforms, and the 

increasing complexity of transnational 

commerce. This section critically reviews 

foundational and contemporary scholarly 

contributions that have shaped understanding in 

this field. 

 

Foundational Doctrinal Literature 

The cornerstone texts of contract law, such as 

Atiyah’s An Introduction to the Law of Contract 

(2005) and Farnsworth’s Contracts (1999), 

provide an essential foundation for understanding 

the legal constructs of breach. These works 

explore key concepts, including offer, 

acceptance, consideration, and the doctrine of 

efficient breach. Atiyah (2005) takes a historical 

and philosophical approach, challenging the 

notion of absolute contractual obligation and 

emphasising the role of social and economic 

context. Farnsworth (1999), on the other hand, 

focuses on clarity and predictability, advocating 

for well-defined remedies to enhance commercial 

certainty. 

 

Remedies and Judicial Trends 

One of the most debated areas in the literature is 

the judicial application of remedies. Beale and 

Tallon (2002) argue that there is a growing trend 

towards remedy flexibility, especially in 

European jurisdictions, where specific 

performance and contract adaptation are more 
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common than in traditional everyday law 

contexts. In contrast, Burrows (2011) discusses 

the limits of expectation damages and how courts 

occasionally revert to restitutionary measures to 

avoid unjust enrichment. 

 

The Restatement (Second) of Contracts (1981) 

has also significantly influenced scholarly debate, 

particularly in the United States. Scholars such as 

Eisenberg (2003) and Fuller and Perdue (1936) 

have critically assessed the moral and economic 

justifications behind expectation, reliance, and 

restitution damages. 

 

The Efficient Breach Theory 

The economic literature—particularly work by 

Posner (2003) and Cooter and Ulen (2016)—has 

profoundly impacted legal reasoning around 

breach. The “efficient breach” theory, developed 

in the law and economics tradition, posits that a 

breach is not inherently wrongful if it leads to an 

economically superior outcome. The breaching 

party is required to compensate the non-

breaching party. Critics, including Benson 

(1992), argue that this approach undermines the 

ethical foundation of contract law by reducing 

promises to mere economic transactions. 

 

Relational and Behavioural Perspectives 

Macneil’s relational contract theory (1978) 

emphasised the context of long-term commercial 

relationships, which has inspired a growing body 

of literature focusing on behavioural contract 

law. Scholars such as Scott (2003) and Gillette 

(2005) explore how trust, cooperation, and norms 

of fairness shape contracting behaviour and 

judicial outcomes. 

 

Recent empirical research by Bernstein (2015) 

investigates how business communities create 

private ordering systems that effectively regulate 

performance and manage breaches without 

recourse to courts. Her work on the diamond 

industry and cotton trade demonstrates the power 

of informal enforcement in complex commercial 

environments. 

 

Comparative and International Perspectives 

With the rise of cross-border transactions, 

comparative contract law has garnered increasing 

scholarly attention. Zimmermann and Whittaker 

(2000) examine differences in remedies and 

contract enforcement between civil and common 

law systems. Schwenzer (2016) provides a 

comprehensive overview of the CISG, 

emphasising its harmonising potential and the 

interpretive challenges it presents. 

 

Bridge (2007) explores the complexities of 

applying domestic doctrines in international 

contexts and advocates for greater reliance on 

international instruments such as the UNIDROIT 

Principles and the Principles of European 

Contract Law. These efforts are supported by the 

works of Bonell (2009) and Vogenauer (2015), 

who document attempts to create a cohesive 

global commercial law framework. 
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Digitalisation and Contemporary Issues 

The literature on breach of contract in the context 

of digital commerce is still emerging. Smart 

contracts and blockchain technology have 

prompted discussions on whether breaches can 

occur in automated, self-executing agreements. 

Werbach and Cornell (2017) explore legal 

accountability in decentralised environments, 

arguing that the rigidity of smart contracts may 

exacerbate breach-related disputes. 

 

In response to COVID-19, legal scholars such as 

McKendrick (2020) have revisited doctrines of 

force majeure and frustration. The pandemic has 

reignited debates on the adequacy of existing 

legal doctrines to handle unexpected and 

widespread disruptions in contractual 

performance. 

 

Critiques and Normative Concerns 

Critical perspectives, including those from the 

Critical Legal Studies (CLS) movement, 

highlight the role of power dynamics in contract 

enforcement. Kennedy (1976) and Horwitz 

(1977) argue that contract law often privileges 

economically powerful entities while 

marginalising weaker parties through 

standardised, non-negotiable contracts. 

 

Feminist legal scholars, such as Radin (2012), 

critique the commodification of consent and 

argue that breach of contract should be 

understood within broader social and gendered 

contexts. This line of scholarship demands 

greater sensitivity to inequality and justice when 

adjudicating contractual disputes. 

 

Synthesis and Research Gap 

The reviewed literature collectively demonstrates 

a rich and multifaceted understanding of breach 

of contract. It reflects an ongoing tension between 

predictability and fairness, autonomy and 

regulation, efficiency and morality. However, 

notable gaps remain, particularly in the empirical 

study of breach outcomes in emerging economies 

and the integration of digital contracts within 

traditional legal frameworks. 

 

This study contributes to filling these gaps by 

using a case study methodology to explore 

judicial reasoning and remedy structures across 

jurisdictions. It also aims to synthesise doctrinal, 

theoretical, and practical perspectives to inform 

more adaptive legal frameworks suitable for 

modern commercial realities. 

 

RESEARCH METHODOLOGY  

This study adopts a qualitative legal research 

methodology anchored in the doctrinal approach, 

supported by comparative and case study 

methods. The selection of methodology is 

informed by the need to understand the 

underlying legal principles governing breach of 

contract in commercial dealings and to analyse 

judicial interpretations across multiple 

jurisdictions. 
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Doctrinal Legal Research 

Doctrinal research is the backbone of this study. 

It involves a systematic examination of statutes, 

case law, legal principles, and scholarly writings 

to interpret and clarify the law. According to 

Hutchinson and Duncan (2012), doctrinal 

research focuses on identifying, analysing, and 

synthesising the 'black letter law' by examining 

authoritative legal texts. In this study, doctrinal 

research enables the exploration of statutory 

provisions and precedents that define and address 

breaches of contract in commercial transactions. 

 

Primary legal sources include contract law 

statutes such as the Indian Contract Act, 1872; the 

UK’s Contracts (Rights of Third Parties) Act, 

1999; and the U.S. Restatement (Second) of 

Contracts. International instruments such as the 

CISG and UNIDROIT Principles also form a key 

part of the legal corpus under review. Secondary 

sources, including peer-reviewed journals, 

textbooks, and law commission reports, 

complement these. 

 

Case Study Approach 

To enhance the doctrinal framework, a case study 

approach has been incorporated to provide 

contextual depth and practical illustrations. As 

Yin (2014) explains, case studies help examine 

complex phenomena in their real-life settings. 

Selected landmark cases from common law and 

civil law jurisdictions illustrate how courts 

interpret breaches and determine remedies. 

Examples include Hadley v Baxendale (UK), 

Jacob & Youngs v Kent (US), Energy Watchdog 

v CERC (India), and a selection of CISG 

arbitration decisions. 

 

The case studies are chosen based on three 

criteria: (a) relevance to commercial contract 

breach; (b) diversity in judicial interpretation and 

legal remedy; and (c) jurisdictional variation. 

This allows for a nuanced comparison of 

domestic and international approaches to breach 

scenarios. 

 

Comparative Legal Analysis 

Comparative legal analysis is employed to assess 

similarities and differences in how various legal 

systems conceptualise and address breach. As 

Zweigert and Kötz (1998) suggest, comparative 

law can highlight both convergence and 

divergence across legal traditions, facilitating the 

development of best practices. 

 

The jurisdictions selected—United States, United 

Kingdom, India, and international arbitral 

bodies—represent a mix of common law, civil 

law, and international commercial law systems. 

This diversity provides a broad analytical 

framework to understand global contract law 

dynamics. Through this lens, the study evaluates 

how differing legal cultures influence the 

interpretation and enforcement of contractual 

obligations. 

 

Data Collection and Analysis 

Data collection involves accessing legal 

databases such as Westlaw, LexisNexis, 

HeinOnline, and JSTOR to retrieve case law, 



 
International Research Journal of Business and Social Science 
Volume: 11, Issue: 3, 2025 

 

 

                         
Copyright: © 2025 by the authors. Licensee KMF Publishers (www.kmf-publishers.com). This article is an 
open access article distributed under the terms and conditions of the Creative Commons Attribution (CC 
BY) license (https:// creativecommons.org/licenses/by/4.0/). 

 

                                                                                                                                                                                      
1916  
 

statutes, and scholarly commentary. Case 

judgments are analysed in terms of factual 

background, legal issues, judicial reasoning, and 

implications for future disputes. 

 

The analytical method is primarily qualitative, 

focusing on content analysis and thematic 

interpretation. Braun and Clarke’s (2006) 

thematic analysis framework helps identify 

patterns and themes across case law, such as 

foreseeability, substantial performance, and force 

majeure. 

 

Limitations of Methodology 

While doctrinal and case study methods provide 

robust legal analysis, they are not without 

limitations. Doctrinal research may lack 

empirical grounding and overlook the practical 

realities of enforcement. Case studies, though 

rich in detail, may not be generalizable across all 

commercial contexts. Furthermore, the 

comparative method poses challenges in terms of 

the equivalence of legal terms and cultural 

context (Legrand, 1997). 

 

Despite these limitations, the triangulation of 

methodologies enhances the reliability and depth 

of the study. The integration of doctrinal, 

comparative, and case-based methods ensures a 

comprehensive and multidimensional exploration 

of the legal implications of breach of contract in 

commercial dealings. 

 

 

 

Ethical Considerations 

As this study does not involve human subjects or 

sensitive personal data, formal ethical approval is 

not required. Nonetheless, due care has been 

taken to ensure that all sources are accurately 

cited and that the analysis reflects impartial legal 

reasoning. 

 

LEGAL CONCEPT OF BREACH 

OF CONTRACT 

The legal concept of breach of contract is 

foundational to the functioning of commercial 

law, ensuring that obligations voluntarily 

undertaken by parties are honoured and enforced. 

A breach of contract occurs when one party fails 

to fulfil their contractual obligations without 

lawful justification, thereby depriving the other 

party of the agreed-upon benefits. This section 

provides a detailed examination of the legal 

principles underpinning breach of contract, its 

classifications, essential elements, and 

applications in commercial dealings. 

 

Definition and Nature of Breach 

A breach of contract is generally defined as the 

non-performance or improper performance of a 

contractual duty when that performance is due 

(Farnsworth, 2010). Under the classical theory of 

contract law, contracts are seen as mutually 

binding promises, and any deviation from these 

promises without legal excuse constitutes a 

breach. In this context, breach not only refers to 

outright refusal to perform (repudiation) but also 

includes defective or delayed performance. 
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The Uniform Commercial Code (UCC), which 

governs commercial transactions in the United 

States, articulates breach in terms of a party's 

failure to deliver goods conforming to contractual 

specifications (UCC §2-601). Similarly, common 

law jurisdictions emphasise the need for 

"substantial performance," with any material 

deviation resulting in a breach (McKendrick, 

2020). 

 

Types of Breach 

Legal systems generally classify breaches into 

four primary types: actual breach, anticipatory 

breach, material breach, and minor breach. 

• Actual Breach occurs when a party fails 

to perform their duties on the due date or 

performs them inadequately. This is the 

most straightforward form and typically 

gives rise to immediate rights of redress 

(Stone & Devenney, 2017). 

• Anticipatory Breach arises when one 

party indicates, either through words or 

conduct, their intention not to fulfil 

contractual obligations in the future 

(Taylor v. Caldwell, 1863). This allows 

the aggrieved party to treat the contract 

as terminated and seek remedies in 

advance of the performance due date 

(Treitel, 2011). 

• Material Breach is a severe failure that 

defeats the contract’s purpose and 

permits the injured party to suspend 

performance and seek damages. Courts 

consider several factors to determine 

materiality, such as the extent of benefit 

deprived, the likelihood of cure, and the 

breaching party's intent (Restatement 

(Second) of Contracts §241). 

• Minor or Partial Breach involves a slight 

deviation from the contract terms and 

does not relieve the non-breaching party 

of performance, though damages may 

still be available (Cartwright, 2021). 

 

Elements of a Breach 

To establish a breach of contract claim, courts 

generally require the presence of four elements: 

the existence of a valid and enforceable contract, 

the plaintiff's performance or tendered 

performance, the defendant’s breach, and 

resulting damages (Beatty, Samuelson, & 

Bredeson, 2019). 

 

The contract must be legally binding, with clear 

terms and mutual consent. The plaintiff must 

demonstrate that they have fulfilled their 

contractual obligations or were willing and able 

to do so. Importantly, the breach must be 

attributable to the defendant, and the plaintiff 

must have suffered a quantifiable loss as a result. 

 

Doctrinal Foundations and Comparative 

Insights 

The doctrine of breach in common law contrasts 

with civil law traditions in its treatment and 

enforcement. In civil law countries such as 

France or Germany, breach is framed more 

through the principle of non-performance, and 

legal codes offer a more structured and 

predictable approach to remedies (Zimmermann, 
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1996). The French Civil Code, for example, 

allows termination only when non-performance 

is sufficiently severe or when the contract itself 

provides for such a remedy. 

 

Moreover, the doctrine of efficient breach, rooted 

in economic analysis of law, offers a utilitarian 

perspective. It argues that breaching a contract 

may be socially desirable if the breaching party 

compensates the other and reallocates resources 

more efficiently (Posner, 2003). This theoretical 

lens, while controversial, has influenced judicial 

thinking in Anglo-American jurisdictions, 

particularly in commercial contract disputes. 

 

Role of Good Faith and Performance 

Standards 

The principle of good faith plays a significant role 

in determining whether a breach has occurred, 

especially in long-term commercial contracts. 

While the doctrine is explicitly embedded in civil 

law systems, common law jurisdictions like the 

UK and US are increasingly recognising a limited 

duty of good faith in performance and 

enforcement (Burton, 2003; Yam Seng Pte Ltd v. 

International Trade Corporation Ltd, 2013). 

 

For instance, parties are expected not to sabotage 

each other’s ability to perform or to withhold 

cooperation unreasonably. Failure to adhere to 

these implicit expectations can constitute a 

breach even if the literal contract terms are not 

violated (Eisenberg, 2011). 

 

 

Judicial Approaches and Key Precedents 

Courts have evolved various interpretative 

approaches to determine breach. In Hadley v. 

Baxendale (1854), the court emphasised 

foreseeability of loss as a factor in awarding 

damages for breach. More recently, in Photo 

Production Ltd v. Securicor Transport Ltd 

(1980), the House of Lords clarified that 

fundamental breach does not automatically 

invalidate limitation clauses, emphasising the 

primacy of freedom of contract. 

 

In the American context, Jacob & Youngs v. Kent 

(1921) highlighted the doctrine of substantial 

performance, where trivial breaches do not 

necessarily deprive the contractor of 

compensation. These cases illustrate the 

importance of judicial discretion and contextual 

analysis in adjudicating breach of contract 

claims. 

 

Application in Commercial Dealings 

In commercial contexts, breaches may arise due 

to market volatility, supply chain disruptions, or 

changes in regulatory environments. Parties often 

insert specific clauses—such as force majeure, 

liquidated damages, or arbitration provisions—to 

manage breach scenarios. A well-drafted contract 

not only allocates risk but also minimises 

litigation by prescribing clear consequences for 

non-performance (Goldman & Sigismond, 2018). 

Modern commercial contracts, particularly those 

involving international transactions, are governed 

by instruments such as the United Nations 

Convention on Contracts for the International 
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Sale of Goods (CISG). Article 25 of the CISG 

defines a breach as “fundamental” if it results in 

such detriment to the other party as to 

substantially deprive them of what they were 

entitled to expect under the contract. 

 

Understanding the legal concept of breach of 

contract is essential for legal practitioners, 

commercial entities, and policymakers. It forms 

the basis of contractual accountability and dispute 

resolution. As contract law evolves with the 

complexities of modern commerce, the doctrines 

governing breach continue to adapt, reflecting 

broader trends in jurisprudence, economics, and 

globalisation. 

 

Case Studies and Judicial Interpretation  

Breach of contract cases provide the most 

transparent lens through which the legal 

principles governing commercial obligations are 

developed and interpreted. Judicial decisions not 

only resolve disputes but also set precedents that 

inform future commercial conduct and legal 

doctrine. This section explores a range of 

significant cases from various jurisdictions, 

identifying key themes, legal principles, and 

interpretive methods that courts use to resolve 

contractual disputes. 

 

Hadley v. Baxendale (1854) 

This seminal English case laid the foundation for 

the modern doctrine of consequential damages. In 

Hadley v. Baxendale, the court held that damages 

must be such as may reasonably be considered 

either arising naturally from the breach or such as 

may reasonably be supposed to have been in the 

contemplation of both parties at the time the 

contract was made (Hadley v. Baxendale, 1854). 

This case established the two-limb test for 

remoteness of damages, still influential in both 

common law and international commercial 

jurisprudence. 

 

Victoria Laundry v. Newman Industries 

(1949) 

The case of Victoria Laundry refined the 

approach in Hadley v. Baxendale by emphasising 

that a claimant can recover reasonably 

foreseeable losses, even if the specific type of loss 

is not explicitly mentioned in the contract. The 

defendant was aware that the delay in delivering 

a boiler would cause business losses, yet not to 

the extent to which it impacted special contracts. 

Thus, the court awarded general but not special 

damages (Victoria Laundry v. Newman 

Industries, 1949). 

 

Carlill v. Carbolic Smoke Ball Co. (1893) 

This case is a cornerstone of unilateral contract 

law. The court held that a unilateral offer to the 

world at large can be accepted by anyone who 

performs the stipulated conditions. In this 

instance, Mrs. Carlill was entitled to damages 

after using the product as advertised and still 

contracting influenza. The case is pivotal for 

discussions on offer, acceptance, intention, and 

breach (Carlill v. Carbolic Smoke Ball Co., 

1893). 
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Bhasin v. Hrynew (2014, Canada) 

This landmark Canadian case introduced the duty 

of honest performance into contract law. The 

Supreme Court held that parties must perform 

their contractual duties honestly and in good 

faith, even in commercial contexts where such 

expectations had traditionally been minimal. The 

case has been instrumental in reshaping contract 

performance norms in Canadian jurisprudence 

(Bhasin v. Hrynew, 2014). 

 

Transfield Shipping v. Mercator Shipping 

(The Achilleas) [2008] UKHL 48 

In this case, the House of Lords deviated slightly 

from traditional foreseeability doctrine, 

introducing the idea that the assumption of 

responsibility should be considered when 

determining the remoteness of damages. The 

decision in The Achilleas signified a more 

subjective, context-driven approach to contract 

interpretation (Transfield Shipping v. Mercator 

Shipping, 2008). 

 

Krell v. Henry (1903) 

This case is pivotal in understanding the 

frustration of the contract. The court ruled that a 

contract for the hire of a room to view the 

coronation procession was frustrated when the 

procession was cancelled. The ruling emphasised 

that a fundamental assumption of the contract 

must fail for frustration to apply (Krell v. Henry, 

1903). 

 

 

M. Gouranga Construction v. Bangladesh 

Water Development Board (2010, 

Bangladesh) 

This case from Bangladesh addressed 

performance failure and delay in a public 

procurement contract. The court emphasised the 

applicability of liquidated damages and equitable 

remedies, aligning local jurisprudence with 

international norms under FIDIC standards. It 

demonstrates how local courts interpret breach 

and remedies in light of global commercial 

standards (M. Gouranga Construction v. BWDB, 

2010). 

 

Jacob & Youngs v. Kent (1921, USA) 

In this U.S. case, the court applied the substantial 

performance doctrine. Though the contractor 

used a different brand of piping than specified, 

the court held it was not a material breach because 

the work was functionally equivalent. The ruling 

highlights the court's discretionary power in 

assessing breach severity (Jacob & Youngs v. 

Kent, 1921). 

 

Comparative Judicial Interpretation in Civil 

Law Jurisdictions 

In civil law systems such as Germany and France, 

breach of contract is handled with a more codified 

approach under their respective civil codes. 

German courts, under the Bürgerliches 

Gesetzbuch (BGB), emphasise the principle of 

good faith (Treu und Glauben), while French 

jurisprudence focuses heavily on force majeure 

and imprévision. These concepts allow courts to 

excuse non-performance or adjust obligations in 
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light of unforeseeable events, demonstrating a 

flexibility that contrasts with more rigid standard 

law systems (Zimmermann, 2005). 

 

International Commercial Arbitration Cases 

In international arbitration, tribunals often apply 

principles from the UNIDROIT Principles or 

CISG (United Nations Convention on Contracts 

for the International Sale of Goods). For instance, 

in ICC Case No. 5713, the tribunal awarded 

damages based on a flexible reading of CISG 

Article 74, prioritising foreseeability and 

reasonableness. Arbitration allows a blend of 

legal traditions and reinforces the importance of 

understanding breach from a transnational 

perspective (Schlechtriem & Schwenzer, 2010). 

 

Themes and Trends 

Across these cases, several interpretive trends 

emerge: 

• Foreseeability and Mitigation: Courts 

emphasise the duty of parties to foresee 

potential loss and mitigate damages once 

a breach occurs. 

• Good Faith and Honest Performance: 

Jurisdictions are increasingly 

incorporating duties of good faith in 

performance and enforcement. 

• Judicial Flexibility: Courts often balance 

formal legal principles with equitable 

considerations to ensure fairness. 

• Global Convergence: There is a growing 

harmonisation of contract principles due 

to international commercial law 

instruments like the CISG and 

UNIDROIT. 

 

Case law analysis demonstrates that while the 

core principles of contract law remain stable, 

their application is increasingly influenced by 

considerations of fairness, commercial 

reasonableness, and international norms. 

Understanding judicial interpretations provides 

vital insights into how breach of contract is 

treated not just legally, but socially and 

commercially. 

 

REMEDIES AND 

ENFORCEMENT  

Remedies for breach of contract are crucial for 

maintaining the integrity of commercial 

transactions. When a contract is breached, the 

injured party is entitled to legal recourse to 

redress the harm suffered. Legal systems across 

the world, notably those following common law 

and civil law traditions, provide structured 

approaches for determining suitable remedies. 

The most common remedies include 

compensatory damages, specific performance, 

injunctions, rescission, and restitution. 

 

Compensatory Damages 

Compensatory damages are the most common 

remedy awarded in breach of contract cases. They 

aim to place the injured party in the position they 

would have been in had the contract been 

performed as agreed. These can be classified into 

general (direct) damages and special 
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(consequential) damages. In Hadley v. Baxendale 

(1854), the court established that consequential 

damages are recoverable only if they were 

foreseeable at the time the contract was formed. 

This decision remains a cornerstone in 

determining the scope of compensatory relief. 

 

Liquidated Damages and Penalty Clauses 

Contracts often include liquidated damages 

clauses specifying in advance the compensation 

to be paid in case of breach. Courts generally 

enforce these clauses if they are a genuine pre-

estimate of loss rather than a penalty. As observed 

in Dunlop Pneumatic Tyre Co. Ltd. v. New 

Garage and Motor Co. Ltd. (1915), a clause will 

be treated as a penalty if it is extravagant and 

unconscionable. 

 

Specific Performance 

Specific performance is an equitable remedy 

compelling a party to perform their contractual 

obligations. This remedy is typically granted 

where monetary compensation is inadequate, 

such as in contracts involving unique goods or 

real estate. In Sky Petroleum Ltd. v. VIP 

Petroleum Ltd. (1974), specific performance was 

awarded because no alternative source for the 

contracted oil supply existed, making damages 

insufficient. 

 

Injunctions 

Injunctions may be granted to restrain a party 

from acting contrary to contractual obligations. 

This is common in non-compete clauses and 

intellectual property agreements. Courts apply 

this remedy cautiously, considering the balance 

of convenience and irreparable harm, as in 

Warner Bros. Pictures Inc. v. Nelson (1937), 

which restrained actress Bette Davis from 

working with other studios during the contract 

term. 

 

Restitution and Rescission 

Rescission involves the cancellation of a contract, 

restoring both parties to their original positions. 

Restitution goes a step further by requiring the 

return of any benefits conferred. These remedies 

are often employed when a contract is induced by 

misrepresentation, duress, or mistake. In Car & 

Universal Finance Co. Ltd. v. Caldwell (1965), 

rescission was allowed even when 

communication with the defaulting party was 

impossible, due to the urgency of recovery. 

 

Enforcement Mechanisms 

Enforcement of remedies is crucial. In many 

jurisdictions, courts have the power to enforce 

judgments through garnishment, attachment of 

property, or contempt proceedings. In 

international contexts, enforcement may rely on 

treaties such as the New York Convention on the 

Recognition and Enforcement of Foreign Arbitral 

Awards (1958), facilitating cross-border 

enforcement. 

 

Alternative Dispute Resolution (ADR) 

ADR mechanisms, including mediation and 

arbitration, offer faster, less adversarial means of 

enforcing contractual rights. Arbitral awards are 

widely recognised and enforceable globally. The 
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UNCITRAL Model Law on International 

Commercial Arbitration promotes uniformity in 

the enforcement process. 

 

In sum, remedies and enforcement serve the dual 

function of compensating aggrieved parties and 

reinforcing contractual obligations. The selection 

of remedies depends on the nature of the breach, 

the type of contract, and the jurisdictional legal 

framework. 

 

EMERGING ISSUES AND 

DIGITAL COMMERCE  

The digital transformation of commerce presents 

new challenges and opportunities for contract 

law. As businesses increasingly engage in cross-

border e-commerce, use blockchain technologies, 

and deploy artificial intelligence (AI), traditional 

legal doctrines are strained to accommodate 

evolving modes of contract formation, execution, 

and enforcement. 

 

E-Contracts and Clickwrap Agreements 

Electronic contracts are now ubiquitous in online 

transactions. They include clickwrap, 

browsewrap, and shrinkwrap agreements. Courts 

generally uphold these contracts if explicit 

consent can be demonstrated. In Specht v. 

Netscape Communications Corp. (2002), the 

court ruled that users must have actual or 

constructive notice of the terms to be bound. The 

ruling highlights the importance of 

conspicuousness and user assent in digital 

contract formation. 

Smart Contracts and Blockchain 

Smart contracts are self-executing agreements 

coded on blockchain platforms. They 

automatically enforce terms once predefined 

conditions are met. While efficient, they raise 

legal concerns about enforceability, 

interpretation, and remedies. For instance, if a 

smart contract executes incorrectly due to a 

coding error, the question arises: who bears 

liability? Current contract law lacks adequate 

doctrines for resolving such disputes. 

Jurisdictions like Singapore and the UK are 

considering reforms to integrate smart contracts 

within existing legal frameworks. 

 

AI-Generated Contracts 

AI tools are now capable of drafting contracts, 

raising questions about authorship, consent, and 

liability. The use of AI in negotiation and contract 

management introduces uncertainty in 

determining intent and accountability. Legal 

scholars argue that personhood and agency 

concepts must evolve to accommodate AI 

intermediaries. The European Commission has 

recommended guidelines for AI governance in 

contractual settings, but legislative action 

remains limited. 

 

Jurisdiction and Governing Law 

Cross-border digital transactions often involve 

parties in different jurisdictions. Determining 

applicable law and forum becomes complex. 

Standard contractual clauses on governing law 

and jurisdiction may not suffice when disputes 

arise from automated or decentralised platforms. 
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The Hague Conference’s 2005 Convention on 

Choice of Court Agreements offers some clarity, 

but enforcement challenges persist. 

 

Data Privacy and Consumer Protection 

Digital contracts often involve the collection and 

processing of personal data. Data protection laws, 

such as the GDPR in the EU, impose additional 

contractual obligations on businesses. These 

include data security measures, informed 

consent, and breach notification clauses. Failure 

to incorporate these into contracts may result in 

regulatory penalties. 

 

Legal Recognition and Regulation 

Several countries have started recognising e-

contracts and digital signatures as legally valid. 

For example, Bangladesh’s Information and 

Communication Technology Act, 2006, and the 

UNCITRAL Model Law on Electronic 

Commerce provide a foundational framework for 

legal recognition. However, many legal systems 

lag in adapting to emerging technologies, leading 

to fragmented regulations. 

 

Risk Allocation and Liability 

Traditional doctrines of negligence and 

foreseeability are challenging to apply in digital 

contexts. For example, if a distributed ledger fails 

or if an AI agent misinterprets a term, courts must 

determine who is liable. Risk allocation clauses 

in digital contracts must be drafted meticulously, 

considering the absence of human oversight in 

many transactions. 

 

Standardisation and Legal Reform 

There is a growing need for international 

standardisation of digital contract law. Initiatives 

by UNCITRAL, the International Chamber of 

Commerce, and national bodies aim to harmonise 

laws. Legal scholars recommend updating the 

principles of contract formation, performance, 

and enforcement to address algorithmic 

behaviour and autonomous decision-making. 

 

In conclusion, while digital commerce enhances 

efficiency and global access, it necessitates a 

paradigm shift in contract law. Legislators, 

courts, and scholars must collaborate to develop 

adaptive legal frameworks capable of addressing 

these emerging issues. 

 

CONCLUSION, 

RECOMMENDATION, AND 

FUTURE RESEARCH 

Conclusion  

The study concludes that the legal implications of 

breach of contract in commercial dealings remain 

both foundational and dynamic. Across 

jurisdictions, the enforcement of contractual 

duties reinforces commercial integrity and 

encourages trust in market transactions. 

However, the legal response to breaches varies 

based on jurisdiction, contractual context, and 

evolving commercial norms. While standard law 

systems emphasise compensatory damages and 

strict performance, civil law frameworks 

prioritise good faith and specific enforcement. 

The case studies examined reflect the judiciary's 
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growing concern with balancing commercial 

certainty against equitable relief. 

 

Moreover, the digitalisation of commerce has 

added layers of complexity to how breaches are 

defined and adjudicated. Smart contracts, 

blockchain-based agreements, and automated 

performance protocols challenge traditional legal 

constructs and necessitate adaptive legal 

reasoning. These developments signal the need 

for legal reform to remain abreast of 

technological innovations. 

 

Overall, the breach of contract remains a critical 

legal issue in commercial law, yet its treatment is 

evolving in response to globalisation and 

digitalisation. Legal systems must now reconcile 

traditional doctrines with novel transaction 

methods and cross-border enforcement 

challenges. 

 

Recommendations and Future Research  

This study recommends several actionable steps 

for legal practitioners, policymakers, and 

scholars. First, national legal systems should 

promote more clarity and consistency in 

contractual definitions and enforcement 

standards, especially for cross-border 

transactions. Second, commercial law education 

should integrate digital contract law and 

technology-driven transaction platforms to 

prepare future legal professionals. Third, courts 

and arbitration bodies should develop standard 

interpretative frameworks for digital contracts 

and automated transactions. 

In terms of institutional reform, the establishment 

of international conventions or model laws 

governing e-contracts and remedies in digital 

commerce is essential. These could help bridge 

legal discrepancies between jurisdictions and 

foster global trade harmonisation. 

 

Future research should explore empirical studies 

of breach of contract disputes in digital 

environments, particularly focusing on 

blockchain and AI-assisted contracting systems. 

It is also important to investigate the interface 

between private international law and digital 

commercial disputes, especially regarding 

jurisdiction and choice-of-law issues. 

Interdisciplinary research combining law, 

technology, and economics would yield more 

holistic insights into how breach of contract 

doctrines should evolve in a digitally integrated 

global economy. 

 

In sum, as the legal landscape continues to 

evolve, both theoretical and practical frameworks 

must adapt to ensure contractual reliability and 

enforceability in an increasingly complex 

commercial world. 
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