
‘Consideration’ and the open source agreement
B en  G ile s  *

B en  G iles (B A ) is a fifth year law  student at the U niversity  o f  S ydney w ho has an interest in con tract and 
telecom m un ications law . H e will be w orking as a tipstaff with Ju stice  G zell in the N S W  Suprem e C ourt in 2 0 0 3 .

1 Introduction

U n d er the w ell established con tract 
doctrin e o f  consideration , a prom ise is 
o n ly  enforceab le w hen it is given  in 
exch an g e  for another prom ise or for 
execu ted  consideration . T he operation  
o f  this rule in relation  to the internet to 
d ate has been severely  underestim ated  
and is alm ost alw ays d ism issed as 
offering no new  challen ge in the 
online w orld .1 D espite such  
statem ents, the consideration  question  
is a five issue given  that m any services  
(fo r exam p le, em ail, w ebsites, 
“ sharew are” , op en -source softw are  
e tc .)  are provided free on the internet 
and yet purport to im pose serious  
term s and conditions on the con su m er 
under the guise o f  a ‘co n tra c t’ .

O f cou rse, consideration  need not be 
m oney. F o r  exam p le, the H otm ail 
term s and conditions o f  use state that 
the u ser’ s consideration  is providing  
and m aintaining their personal details. 
H ow ever, there are still unansw ered  
questions in relation to free em ail', 
none o f  w hich w ere discussed in 
Hotmail Corporation v Van $ Money 
Pie Inc3, in w hich  W are  J  failed even  
to  m ention consideration . In other 
situations consideration  is definitely  
absent.4

T h e case  o f  open source agreem ents is 
another w here consideration  is 
problem atic. This article seeks to 
exp lore  the ‘consideration  question’ 
for open source by applying traditional 
com m on  law  rules. It also looks at the 
operation o f  prom issory estoppel as a 
w ay o f  avoiding the doctrine of  
consideration . In con clu sion , the 
article will exam in e the im p act o f  
consideration  on the open source  
m ovem ent and w ays in w hich it m ight 
avoid  the difficulties presented by  
consideration .

2 What is open source?

O pen source is an arrangem ent 
w hereby softw are developers  
distribute their p rogram  to others and 
give each  recipient a licen ce  to cop y ,

m odify and/or re-distribute the 
program . T he purpose o f  this 
arrangem ent is to en courage the 
developm ent o f  softw are b y m any  
people. A s each  open source  
agreem ent is m ade and a licen ce  is 
bestow ed, a long ‘v iral’ chain  o f  
con tracts  is form ed w hereby each  
con tract depends on its p red ecessors  
for validity. A s a result, consideration  
is particularly  vital to the operation o f  
the open sou rce chain , since one void  
con tract cou ld  destroy the entire chain.

T h ere are three essential points to  
understand the follow ing discussion:

(a ) This article will d iscuss the 
branch o f  the open source  
m ovem ent w hereby softw are is 
provided at no cost to the 
licensee. The other branch o f  the 
open source m ovem ent gives the 
softw are provider a ch o ice  
w hether o r not to im pose a 
price/fee. O f cou rse, in any such  
agreem ent w here a fee is 
im posed, the licensee is giving  
good consideration  in the form  o f  
m oney.

(b) The G N U  system  is a U n ix-lik e  
operating system  w hich is free  
and w idely distributed softw are. 
U nless otherw ise specified , this 
article will use the exam p le  o f  
the G N U  G eneral Public L ice n ce  
(GPL)5, w hich is probably the 
m ost prevalent form  o f  open  
source agreem ent. O ther form s  
o f  open source agreem ents are  
quite sim ilar to the G P L .

(c )  This paper will only discuss the 
consideration  m oving from  the 
licensee. It is obvious at first 
glan ce that a licen sor will alw ays  
be providing consideration  since  
they are giving the rights to use 
the softw are. Since consideration  
m ust m ove from  the prom isee, 
the licen sor will have no problem  
in enforcing the open source  
agreem ent. T he licensee on the 
other hand, will need to prove  
that they are giving good  
consideration  in order to en force

the con tract. So, for exam ple, if  
the licen sor seeks to revoke the 
agreem ent and sue for copyright 
infringem ent, then the licensee  
m ust show  that they are giving  
go od  consideration .

3 The licensee’s promises

A  licen see has the follow ing possible  
obligations under the G P L :

3.1 Limits on distribution

(a ) to  put appropriate notices and 
term s on distributed copies o f  the 
p rog ram  (G P L  clause 1);

(b ) to  p lace prom inent notices on  
m odified files stating the 
existen ce  and date o f  any  
m odifications (G P L  clause 2 (a )) ;

(c )  to  license derivative w orks as a 
w hole w ith no charge to any  
licen sees (G P L  clause 2 (b ));

(d ) to display a n otice o f  term s on  
derivative in teractive program s  
w hen distributed (G P L  clause  
2 c ) ;

(e ) to  include the source cod e in any  
distributed copies (G P L  clause  

3 ) ;

(f) not to distribute excep t as 
provided (G P L  clause 4 ) ;

3.2 Legal rights abandoned

(a ) to  give up rights to sue for 
im plied w arranties (G P L  clause  
1 1 ) ; and

(b ) to  give up rights to sue for 
tortious claim s (G P L  clause 12).

4 What consideration?

4.1 Illusory consideration

The m ain o b ject o f  the G P L  is to 
con fer upon the licensee the 
perm ission to use and distribute the 
softw are. T o  this end, clauses 1, 2 and 
3 give the licen see the right to make
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and distribute copies (and derivative  
w orks (in acco rd an ce  w ith the 
licen ce). T hese clauses are fram ed as 
follow s:

(a ) C lause 1: “You may co p y  and 
distribute verbatim  c o p ie s .. . ”

(b ) C lause 2 : "‘You may m odify your 
co p y  or copies o f  the P rog ram  or 
any portion o f  i t . . .  ”

(c )  C lause 3 : ‘T om may cop y  and 
distribute the P ro g ra m ...  ” 
(em phasis added).

This is com m on  w ording for a licen ce. 
T h e licen sor gives the licen see the 
right to do certain  acts as specified. 
O f course the licen ce does not force 
the licensee to do those acts, it m erely  
gives them  a discretion  to do them . In 
effect it g ives the licensee a ch o se in 
action  (ie a legally en forceab le right).

E a ch  o f  these clauses then defines 
how  the licensee m ay ex e rc ise  their 
rights b y stating that “you m ay  
copy/m odify/distribute the P ro g ra m ...  
provided that you also do act X ” . As 
noted in 3 .1  above, these are possibly  
the licen see’ s prom ises. S o , for 
exam p le, clause (2 )(a )  states that the 
licensee m ay m odify a co p y  o f  the 
program , provided that they also p lace  
prom inent notices on the m odified  
files declaring that there has been a 
m odification  and its date.

W h en  trying to show that it has given  
go od  consideration , the licen see will 
argue that it has prom ised to place  
prom inent notices on the m odified  
files w hen m odifying the program . 
T his raises the issue o f  illusory  
consideration .

O ne o f  the established rules o f  
consideration  is that a discretionary  
prom ise is bad consideration : 
“P rom issory  expressions reserving an 
option as to the p erform ance do not 
create  a con tract” .6 So in the ca se  of  
the G P L , the licensee has a m ere  
discretion  to m odify the p rogram  in 
acco rd an ce  with the licen ce  (ie by 
including prom inent n otices).

In Placer Development Ltd v 
Commonwealth,1 K itto J  stated that:

“w h erever w ords w hich by 
them selves constitute a prom ise  
are accom panied  by words 
showing that the promisor is to 
have a discretion or option as to 
w hether he will carry  out that 16

16

w hich  purports to be the prom ise, 
the result is that there is no  
con tract on w hich an action  can  
be brought at all” (em phasis  
added).

M cH ugh  JA  stated the rule m ore  
clearly  in Biotechnology Australia Pty 
Ltd v Pace:

“A  consideration  is illusory if  its 
paym ent or fulfilm ent depends 
upon an unfettered discretion  
vested  in the prom isor” .8

It is c le a r in the G P L  that the w ords  
“you m ay ” copy/m odify/distribute  
show  that the licensee has a d iscretion  
o r option as to w hether it will carry  
out that w hich purports to be the 
prom ise.

A n  u ncon vin ced  reader m ay argue that 
w hile the licensee has a d iscretion  
w hether or not to
copy/m odify/distribute, the G P L  
provides that w hen such co p yin g/ 
m odification/distribution o ccu rs , the 
licen see “m ust” do those acts  such as 
attaching a prom inent notice on the  
m odified  file. One ca se  deals 
exp licitly  with this point. In British 
Empire Films Pty Ltd v Oxford 
Theatres Pty Ltd9, the plaintiff (B E F , a 
film  distributor) had an agreem ent 
w ith the defendant (O T , a cin em a) that 
B E F  w ould have the exclu siv e  right 
fo r five years to supply O T  with such  
film s as B E F  m ight nom inate and be  
able to m ake available. O T  argued that 
the co n tract could  not be enforced  
b ecau se B E F ’ s prom ise w as illusory  
consideration . At trial, B E F  put 
forw ard  six possible p rom ises in 
w hich  good  consideration  cou ld  be 
found. O ’B ry an  J  rejected  the  
fo llow in g prom ises as being illusory:

(1 )  T he plaintiff prom ises that if  
film s are supplied by it to the 
defendant, they will be charged  
for in the m anner provided for in 
the agreem ent.

(2 )  T he plaintiff prom ises not to 
supply for exhibition in any  
theatre within a radius o f  3 0  
m iles o f  the G PO  at M elbourne  
any feature film  form ing part o f  
the program m es supplied under 
the agreem ent until 4  w eeks after 
the defendant has discontinued  
show ing that film.

In resp ect o f the first p rom ise O ’B ry an  
J  said:

“It is com m on  ground that the 
plaintiff is obliged to supply 
nothing, and a supposed  
consideration  w hich is entirely  
dependent upon the will o f  the 
plaintiff w hether it will ev er  
b eco m e operative is illusory.” 10

R egarding the second prom ise he said:

“T he operation o f  this clause  
likew ise depends for its 
operation entirely upon the will 
o f  the plaintiff. The p laintiff 
suffers no detrim ent by it, and  
the defendant receives no benefit 
from  it unless the p laintiff 
chooses to supply f ilm ...  [The  
prom ise] does not afford real or  
valuable consideration  b ecau se it 
is illusory inasm uch as it binds 
the plaintiff to nothing, but is 
dependent entirely upon the 
p lain tiff s will w hether it ever  
has any operative effect.” 11

Sim ilarly , the lim itations w hich the 
G P L  p laces on the licen see 's  
copying/m odification/distribution are  
illusory consideration . T hey have no 
“operative effect” unless and until the 
licensee ch o oses to actually co p y , 
m odify or distribute the program . 
Thus a licensee under the G P L  who  
wants to dow nload the p rogram  for  
personal use w ould have no obligation  
to do anything under these clauses.

4.2 Consideration may not be 
an existing legal duty

C lause 4  o f  the G P L  states “you m ay  
not cop y , m odify, sublicense or 
distribute the P rog ram  excep t as 
exp ressly  provided under this 
L ice n ce ” . A  p arty trying to show  that 
consideration  exists  in this con tract 
m ay argue that this clause reveals a 
prom ise by the licen see not to cop y  
(e tc ) e xcep t as exp ressly  provided  
under the licen ce .

B efo re  w e go any further, it should be 
noted that under the C opyright A ct  
1 9 6 8  (C th ) (C o p y rig h t A c t) ,  the 
copyright in a w ork (including  
softw are12) subsists in the author o f  
the w ork (o r other associated  
persons/groups) to the exclusion  o f  all 
oth ers13. W ithout a licen ce  agreem ent, 
the licensee w ould have no rights to 
copy, distribute etc. It is a civil 
w ro n g 14 and possibly a crim inal 
o ffe n ce 15 to act beyond the scope o f  a
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licen ce. S o  clause 4  o f  the G P L  is 
effectiv ely  stating the obvious.

A  further rule o f  consideration  is that 
it is bad consideration  to prom ise to  
p erform  a p re-existin g  legal duty. 
O ften this rule is applied to prom ises  
to  perform  a duty w hich is already  
ow ed to the prom isee by reason  o f  a 
prior con tract betw een the tw o parties. 
T he rule extends to other public 
d uties.16

T his rule w as applied in N S W  as 
recen tly  as 1 9 9 5  in Crymble & 
Handel v Health Insurance 
Commission 17 (C ry m b le  &  H an d e l). 
In that ca se , the plaintiffs C  &  H w ere  
em ployees o f  the defendant H IC , and 
they w ere called  to give evidence  
b efore the Independent C om m ission  
A gainst C orruption (IC A C ). C  &  H  
had m ade an agreem ent with H IC  
w hereby H IC  prom ised that no 
disciplinary action  w ould be brought 
against them  and in return they  
prom ised to co -o p erate  w ith the  
IC A C . H ow ever, under section  3 7  o f  
the IC A C  A ct 1 9 8 8  (N S W ), a w itness 
sum m oned before the IC A C  is not 
entitled to refuse to co -op erate  with 
the IC A C . M aster G reenw ood stated  
that the con tract was unenforceable for 
lack  o f  consideration  since “the 
plaintiffs w ere doing no m ore than 
they w ere required to do by law ” .

This is a c lear statem ent o f  the law  as 
it currently stands. Sim ilarly , a 
licensee under the G P L  cannot be said  
to be giving good consideration  by  
prom ising not to cop y/m od ify / 
distribute beyond the term s o f  the 
licence. T his is b ecause the licen see is 
prom ising to do no m ore than they are  
required to do by law  (under the 
C opyright A ct).

It is n ecessary , before concluding this 
point, to address tw o qualifications to  
the general rule. The first is that a 
prom ise to exceed a p re-existin g legal 
duty is good  con sid eration .18 
H ow ever, this exception  does not 
affect the G P L  situation since the 
licensee has a statutory duty not to  
infringe the ow n er’ s copyright by  
doing any act beyond the term s o f  the 
licence, and the con tractu al prom ise is 
that the licen see will not infringe the 
copyright beyond the term s o f  the  
licence. The duty that the G P L  
im poses on the licensee is no greater  
than the statutory duty.

The second qualification  to the general 
rule is the rule in Popiw v Popiw19. In 
that case , M s Popiw , the plaintiff, left 
her defendant husband. M r Popiw  
prom ised that if  she returned to him , 
then he w ould tran sfer title to his 
hom e into their join t nam es. H ow ev er, 
under the legislation  o f  the tim e, M s  
Popiw  had a statutory duty to return to 
live with her husband. D espite this, 
Hudson J  held that there w as good  
consideration  in the c ircu m stan ces  
b ecau se either:

(a) M s Popiw  w ent beyond her 
statutory duty b ecau se she 
m ay have had a right o f  
‘con structive d esertion ’ under 
the legislative sch em e; or

(b) even though M s P op iw  w as  
doing no m o re  than her legal 
duty, M r Popiw  gained a 
p ractical benefit under the 
con tract.

This case  has not yet been considered  
by the H igh C ourt and it was not 
considered in Crymble & Handel. 
H ow ever, even if  Popiw v Popiw w as 
co rrectly  decided, it can  be 
distinguished from  the G P L  situation  
on an im portant ground. C arter and  
H arland note that under the legislative  
schem e M r Popiw  had no actual 
rem edy to fo rce  his w ife to retu rn .20 
So M s Popi w ’s prom ise, in a p ractical  
sense if not in a legal sense, w ent 
beyond what she m ight be required to 
do by law. E v en  on this basis, the G P L  
licen see’ s prom ise is not good  
consideration  becau se under the 
C opyright A ct there are c lear civil and  
crim inal rem edies fo r a breach  o f  
copyright, and so the licen sor is 
getting no legal or p ractical benefit. 
W h atever w ay w e look at the 
licen see’ s obligation under G P L  
clause 4 , it does not go beyond the 
licen see’ s obligations under the 
C opyright A c t.21

4.3 Forbearance to sue

The final basis upon w hich a party  
m ight show  the existen ce  o f  
consideration  in the G P L  is under 
clauses 11 and 12. C lause 11 states 
that no w arranties shall be im plied  
into the con tract, “including, but not 
lim ited to , the im plied w arranties o f  
m erchantability and fitness fo r a 
particular purpose” . C lause 12 states

that neither the copyright holder nor 
any oth er party w ho has m odified or  
distributed the p rog ram  shall be liable 
to the licensee for tortious dam ages  
arising out o f  the use of, o r the 
inability to  use, the program . A  party  
attem pting to find good  consideration  
in the G P L  m ay argue that these  
clauses constitute a prom ise by the 
licen see to forb ear to sue for (a) 
im plied w arranties and (b) tortious 
dam ages.

B o th  a prom ise to forbear to sue 
and/or a prom ise to give up a claim  
entirely can  be good consideration .22 
H ow ev er, various statem ents from  
cases and academ ic texts m ake it clear 
that a cla im  w hich is prom ised to be 
relinquished m ust “be honestly held” 
and that the claim ant has a bona fide 
b elief that the liability is real. Isaacs J  
in Butler v Fairclough"3 put it thus:

(a ) A  p rom ise not to  sue for a 
lim ited period, definite or 
indefinite, is a valuable  
con sideration  w here the 
substantive claim  is one for 
w hich  the oth er party is liable.

(b ) A  p rom ise not to sue at all, that 
is, an abandonment of a 
substantive claim, is a valuable 
con sideration , if  there be either 
liability or a bona fide b elief o f  
liability.

(c )  A  p rom ise to abandon a suit in 
w hole or in part already 
commenced is a  valuable 
con sideration  w here there is a 
bona fide claim .

(d ) M ere tem porary forbearance to 
sue w here there is no liability is 
no consideration .

A t the tim e o f  agreem ent there must 
be either liability, a bona fide b elief o f  
liability or a bona fide claim , 
regardless o f  w hether the prom ise is 
ch aracterised  as an abandonm ent o f  a 
claim , a prom ise not to sue, a prom ise  
to  abandon a suit or a forb earan ce to 
sue.

If  the G P L  licen see ’ s prom ises under 
clauses 11 and 12 are to count as good  
con sideration , then there m ust be 
som e existin g  liability or a bona fide 
b elief or claim . T he point w as put 
su ccin ctly  by Ipp J  in Boothey v 
Boothey24 w here he said that “It is no 
con sid eration  to refrain from  a course  
o f  action  w hich it w as never intended
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to  pursue” , and “w here one party  
never had a reason ab le cla im  w hich  he 
intended to pursue, no en forceab le  
agreem ent o f  com p ro m ise  o f  such a 
cla im  could be arrived  at” . T he G P L  
licensee does not have, at the tim e o f  
con tractin g, a bona fide c la im  o r an 
honestly held b elief that such a claim  
exists. A s such, this p rom ise is not 
good  consideration .

5 Estoppel

It has been argued above that the 
licen see’ s prom ises under the G P L  are 
not good  consideration . A s a result, 
com m on  law  dictates that the licen see  
is unable to en force  the agreem ent and 
in fact no con tract can  be held to exist. 
H ow ever, recen t developm ents in the 
doctrine o f  estoppel m ay still give the 
licen ce som e relev an ce . A s C arter and  
H arland have said, “it is nevertheless  
c le a r that all the rules on consideration  
m ust be taken w ith a very large grain  
o f  estoppel flavoured  salt” 25.

It is only since the notorious case  o f  
Waltons Stores (Interstate) Ltd v 
Maher'26 that the doctrine o f  estoppel 
has been available in A ustralia to 
support a prom ise outside an 
enforceable con tract. In that case , 
Brennan  J  listed the follow ing six  
factors n ecessary  to establish  such an  
equitable estoppel:

(a ) the p laintiff assum ed that a 
particular legal relationship then  
existed  b etw een  the plaintiff and 
the defendant or exp ected  that a 
particular legal relationship  
would exist betw een them  and, in 
the latter ca se , that the defendant 
would not be free to w ithdraw  
from  the exp ected  legal 
relationship ;

(b ) the defendant has induced the 
plaintiff to adopt that assum ption  
o r exp ectation ;

(c )  the plaintiff acts or abstains from  
acting in relian ce on the 
assum ption or exp ectation ;

(d ) the defendant knew  or intended  
him  to do so;

(e ) the p lain tiffs action  or inaction  
will occasio n  detrim ent if  the 
assum ption or exp ectation  is not 
fulfilled; and

(f) the defendant has failed to act to

avoid  that detrim ent w hether by  
fulfilling the assum ption or 
exp ectation  or oth erw ise.27

A s noted in section  2 above, the rule 
that consideration  m ust m ove from  the 
prom isee m eans that the licen see, not 
the licen sor, will be unable to enforce  
the con tract. A s a result, the legal 
scen ario  involving consideration  will 
be w here the licen sor attem pts to 
rev ok e the licen se, and the licensee  
seeks to enforce it.

In relation  to the G P L , factors (a ) and 
(b) are easily fulfilled. T he fact that 
the parties agreed  to the licen ce  allow s  
the plaintiff licen see to assum e that 
the legal relationship existed , and the 
defendant licen so r’ s agreem ent is an 
inducem ent to adopt that assum ption. 
T h e p la in tiff s act in relian ce (fa c to r c )  
is its copying, m odification  or  
distribution o f  the softw are. The  
licen sor knew  that this w ould happen  
(fa c to r d). F a c to r  (f) is fulfilled since  
the defendant has failed to a ct to avoid  
the detrim ent as it has not fulfilled the 
plaintiff licen see’ s exp ectation  that the 
con tractu al license w ould stay in 
fo rce . H ow ever facto r (e ) is m ore  
difficult to prove.

T h e licensee m ust show  that the 
lice n so r’ s rev ocation  o f the license  
cau ses detrim ent to the licensor. The  
legal definition o f  detrim ent in 
estoppel is currently in debate. 
C om m entators and the ju d iciary  
cann ot agree w hether the p laintiff can  
re c o v e r the detrim ent w hich they  
suffered when actin g in reliance on  
the con tract or rather, in expectation o f  
the fulfillm ent o f  the con tract. The  
d ifference betw een the tw o view s w as 
sum m arised by M ason  C J in 
Commonwealth v Verwayen:

“In a broad  sense, there is 
detrim ent w hich  w ould result 
from  the denial o f  the co rrectn ess  
o f  the assum ption upon w hich  
the person has relied. In a 
narrow er sense, there is the 
detrim ent w hich  the person has 
suffered as a result o f  his reliance  
upon the correctn ess o f  the 
assum ption” .28

T h ere must in fact be som e real 
detrim ent beyond the loss o f  the 
con tractu al rights. A s M ason  C J  said, 
“the breaking o f  a p rom ise, w ithout 
m ore, is m orally reprehensible but not 
uncon scion ab le... with estoppel som e­

thing m ore than a broken prom ise is 
required” .29 T he m ost obvious d am age  
that will be suffered is that the  
plaintiff licen see will b ecom e liable to 
actions from  the copyright holder (o r  
the licen sor) if  the licen ce is 
ineffective. H ow ever, it will be 
dem onstrated  in section  6  below  that 
the licensee retains a nudum pactum 
(bare licen ce) even if  the G P L  is held  
ineffective, and that the bare licen ce is 
sufficient to defend the copyright 
claim . So no detrim ent is suffered on  
that account. A  m ore successful cla im  
m ight be based on an argum ent that 
the licensee is using a G P L  p rogram  
(such  as L in u x ) on a large scale and to  
deprive them  o f  that program  w ould  
cause significant exp ense such as the 
cost o f  shifting to a new operating  
system . This detrim ent should be 
sufficient under either the narrow  or  
the broad tests for detrim ent outlined  
above, h ow ever the rem edy is likely to 
be equitable dam ages only. A  court 
w ould be unw illing to en force the 
con tract w ith specific perform ance  
because the con tract constitutes an 
ongoing agreem en t.30 Furtherm ore, 
only a party who uses a larg e-scale  
operating system  such as L inu x will 
be able to m ake this argum ent.

In addition, w hen aw arding dam ages  
(o r som e oth er rem edy) the cou rt will 
not take into acco un t the effect on  
third parties to w hom  the licensee has 
re-distributed the licen ce. O nce a court 
holds that a co n tract is void for lack  o f  
consideration , the status o f  the re ­
distributed licen ces is in doubt -  it is 
possible that they too  will be found  
void. Estopp el m ay not be enough to  
save the status o f  these other licen ces, 
and any dam ages given  under estoppel 
will not recom p en se  the third party  
licensees.

So even though there is an argum ent 
that estoppel will uphold the con tract, 
the courts are still unlikely to en force  
the continuing agreem ent. The likely  
result is a break in the chain  o f  viral 
con tracts. This is an unsatisfactory  
result for the open source m ovem ent.

6 The status of the licence

W e  are faced  with a situation in which
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u nen forceable as a con tract becau se it 
d oes not contain  con sideration . This 
e x a c t  situation occu rred  in Trumpet 
Software Pty Ltd v OzEmail Pty Ltdil. 
T rum pet w as the supplier o f  a 
com puter p rog ram  w hich it made  
available for dow nload at no cost. T he  
dow nload site stated that the p rogram  
w as available for the u ser to trial for 
3 0  days.

H eerey J  held that T ru m p et’ s 
dow nload licen ce agreem en t w as not 
an  enforceable co n tract since no 
consideration  m oved  from  the 
licensee. A s a result he held that the 
relationship betw een the parties w as 
only a bare licen ce. T his type of  
licen ce  (m o st com m on  in real 
property) is a  licen ce not supported by  
a  con tract and rev ocab le  at any tim e  
b y the licen sor with reasonable notice  
w ithout rendering the licen so r liable 
fo r d am ages.32

H eerey J  clarified  the con tent o f  this 
bare licen ce, saying that “it m ust have  
some term s and conditions” , and that 
those term s and conditions are to be 
determ ined b y im plication  using the 
criteria  in BP Refinery (Westemport) 
Pty. Ltd. v Shire of Hastings33. He 
referred  in particular to tw o o f  those  
criteria , that the term s m ust be:

(a ) n ecessary  to give business  
efficacy  to the con tract “so that 
no term  will be im plied if  the 
con tract is effectiv e  w ithout it” ; 
and

(b ) so obvious that it goes w ithout 
saying.

In applying the first criterion, H eerey  J  
looked at the purpose o f  the con tract, 
w hich was to provide a 3 0 -d a y  trial o f  
the softw are for the purpose o f  
evaluation. In doing so, he 
acknow ledged the co m m ercia l nature  
o f  the licen ce. T hat com m ercial  
purpose was particularly im portant in  
determ ining the term s o f  the con tract 
since he looked at what each  party  
stood to gain from  the licen ce.

T h ere are a num ber o f  problem s with  
applying this test to the G P L  situation. 
M ost im portantly, it is very  d ifficult to 
give “business e ffica cy ” to a licen ce  
that has been show n to be purely  
gratuitous through no good  
consideration . In Trumpet v OzEmail, 
H eerey J  justified  his use o f  the B P  
R efinery criteria  by an alogy with

co n tract, . saying “the con tractu al 
an alogy is a close one b ecau se  the 
sharew are licen ce  w ould m ature into a 
co n tract if  a user w ere to effect 
registration ” . B u t w ith the G P L , the 
con tractu al analogy is inappropriate  
b ecau se only one party stands to make  
co m m ercia l gain from  the co n tract, 
and there is no likelihood that the 
licen ce  will develop into a co m m ercia l  
con tractu al relationship.

C ertainly , as H eerey J  stated , there  
m ust be some term s, but the nature  
and sou rce o f  those term s is in doubt 
fo r the G P L . Such a p osition  is 
dangerous, i f  not fatal to the open  
sou rce softw are m ovem ent, and G N U  
should act to  avoid it. W h at, for  
exam p le , w ould be the situation i f  one  
person  in the op en -source chain  
revok ed  their licen ce to the licen see(s)  
b elow  them  in the chain , as seem s to 
be possible under a bare licen ce . 
W ou ld  this revoke the licen ces that 
had in turn been given to all other 
licen sees below  in the open source  
chain?

O ne other case , Computermate 
Products v Ozi-SoftM, is relevant to 
the status o f  an open sou rce licen ce  
that is void for bad consideration . In 
that case  the court held that a bare  
licen ce  w hich is not supported by 
consideration  and n on -exclu siv e  in 
ch aracter w ill be sufficient to defend  
against a claim  for cop yright 
infringem ent under section 3 7  o f  the 
C opyright A ct (im portation w ithout a 
licen ce). A ll that the licensee needs to 
show  is that it had “bare con sen t or  
perm ission” . W hile in Computermate 
Products the licensee was unable to 
prove that such perm ission existed , the 
G P L  should be sufficient to show  
con sen t to use the product, and 
therefore to defend against a cop yright 
cla im  under sections 3 6 , 3 8  o r 1 3 2  o f  
the C opyright A ct. It is u n clear how  
far this argum ent m ight go.

7 Implications for open 
source

It must be em phasised that the G P L  
and other open source licen ces depend  
on viral transm ission. V ery  m uch  like 
covenants attached to land, the G P L  is 
intended to ‘run w ith’ the softw are as 
it develops, all the w hile m aintaining  
unrestricted  transm ission and  
p rotecting m odifiers/distributors from

liability. If  this viral chain  is broken, 
the conseq uen ces m ay be that tortious  
liability could  be enforced  against a 
m odifier/distributor or that the 
transm issibility o f  the softw are is 
com p rom ised . T he ideal situation for 
the open source m ovem ent is that the 
con tract is en forceab le without 
question or reservation . A s we have  
already seen, estoppel m ay be 
insufficient for this purpose since it 
m ay still jeop ard ise the viral chain  o f  
licen ces.

In fight o f the problem s o f  
en forcem ent outlined above, the tw o  
best options to ensure the validity o f  
open source agreem ents are to:

(a ) m odify the law  to suit the 
arrangem ent; or

(b) m odify the licen ce  to suit the 
law.

In the short term  it is very im portant 
that the G P L  is altered  to introduce  
good  consideration . T he safest and 
surest form  for that consideration  is a 
nom inal fee ($ 1  will be sufficient). 
The detrim ent w hich  this m ight have  
on transm issibility (ie dow nloaders’ 
unw illingness to p ay) will clearly  be 
outw eighed by the p rotection  o f  the 
legality o f  viral transm ission and the 
G P L .

In the long term , it m ight be 
surprisingly easy  for the law  to change  
to adjust to the open source  
phenom enon. T h ere could  be a change  
in the doctrine o f  consideration, 
allow ing a m ore flexib le  application o f  
“bargain” . O r, m ore likely, there could  
be developm ent in the doctrine o f  
estoppel to bring gratuitous con tract 
situations under its protection . This 
w ould stop both parties from  avoiding  
the (gratuitous) prom ises that they  
have m ade.

8 Conclusion

It should no lon ger be open to 
com m entators to dism iss the im p act o f  
con sideration  in the internet con text, 
particu larly  for open source contracts. 
Sim ilarly  d evastating results could  
eventuate for other gratuitous services  
on the internet. It is not open to a 
provider o f  a free service (such  as 
em ail, a w ebsite, e tc ) to bind the 
recipient to a co m p lex  set o f  term s and 
conditions. T h e law  will only en force
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such term s and conditions in a bargain  
situation w here both parties are  
providing consideration . T he doctrine  
o f  estoppel, and its future  
developm ent, m ay provide som e  
p rotection  for these gratuitous-prom ise  
term s. B u t ‘m a y ’ is not enough w hen  
so m any rights are sought to be 
protected  and created  in these term s  
and conditions. T here m ust be legal 
certain ty  in these situations. * 1 2 3 4 5 6

* I am indebted to Kimberlee Weatherall 
(Faculty of Law, University of Sydney) and 
to Professor John Carter (Faculty of Law, 
University of Sydney) for their insightful 
and erudite comments on this paper.

1 See for example Kidd, D. L. Jr., and 
Daughtrey, W. H. Jr., “Adapting Contract 
Law to Accommodate Electronic Contracts: 
Overview and Suggestions” 2000 26 
R utgers Com puter and Technology Law  
Jou rn al 215-276 p267; and Ravicher, D. B„ 
“Facilitating Collaborative Software 
Development: The Enforceability of Mass- 
Market Public Software Licenses”, (2000) 5 
Virginia Journal o f  Law and Technology  
11-52, P27nl77.

2 The two points relevant to consideration are 
(a) past consideration and (b) whether 
consideration other than that specified is 
valid. The Hotmail terms and conditions of 
use assert that the user's consideration is 
providing their personal information and 
maintaining it. Since that information is 
provided before the agreement is formed, 
there is an obvious argument that the 
consideration is past, and therefore not 
valid. Even if such consideration is valid 
(because it is executed rather than past, or 
because ‘maintaining’ the details is not past 
consideration) cases such as Lilley v 
M idland B rick  Co. Pty. Ltd. (1993) 9 WAR 
339 and Rundell v B edford  (1998) 28 
ACSR 66 point out that where the 
consideration specified is not the true 
consideration, evidence may be admitted to 
discover the true consideration. So an email 
user could argue that providing and 
maintaining their details is not the true 
consideration.

3 47 USPQ 2d 1020 (ND Cal 1998).
4  So for browsewrap contracts on free non­

subscriber websites there is no 
consideration. The applicable rule is that 
consideration must be referable to the 
contract. See Carter, J. W., and Harland, D. 
J., Contract Law in Australia (4th ed.), 
Butterworths, Sydney, 2002, paras. 315- 
318. It is necessary that tire consideration 
was performed in response to the contract, 
and not of the promisor’s own accord.

5 Available at: http://www.gnu.org/copyieft/ 
gpl.html (as at June 2002).

6 This statement is cited judicially at least 
twice: Placer Developm ent Ltd  v Cth (1969) 
121 CLR 353 at 356 per Kitto J; and British

E m p ire Film s Pty Ltd  v Oxford Theatres 
Pty Ltd [1943] VLR 163 at 167 per 
O’Bryan J.

7 (1969) 121 CLR 353 at 356.
8 (1988) 15 NSWLR 130 at 151.
9 [1943] VLR 163.
10 [1943] VLR 163 at 167.
11 [1943] VLR 163 at 168.
12 See definitions of ‘literary work’ and 

‘computer program’ in s 10(1) Copyright 
A c t .

13 section 35 Copyright Act
14 sections 36 & 38 Copyright Act.
15 section 132 Copyright Act.
16 Carter & Harland, ibid, para 342.
17 Crym ble v Health Insurance Commission', 

H andel v Health Insurance Commission  
(unreported, 20th October 1995, SC 
(NSW), Greenwood M). The NSW Court of 
Appeal refused leave to appeal (unreported, 
14th November 1997, CA(NSW) per 
Sheller JA and Sheppard AJA,Butterworths 
Unreported Judgements BC9707225).

18 See W ard v Byham  [1956] 2 All ER 318; 
Glasbrook B ros Ltd  v Glam organ County 
C ouncil [1925] AC 270 and Airways 
Corporation o f  N Z Ltd  v G eyserland  
Airways Ltd  [1996] 1 NZLR 116

19 [1959] VR 197.
20 See Carter & Harland, ibid, para 3.86 (6).
21 The point I have made in this chapter was 

made, briefly, in Brennan, D. J., ‘Terms of 
a Copyright Licence in Shareware” (1997) 
11 Jou rn al o f  Contract Law  241-248, 
pp244-245. However the argument made in 
that article is brief and, with respect, 
insufficient. It fails to deal with the issue of 
an existing public legal duty, looking only 
at the issue of an existing contractual duty. 
The current discussion does not rely on that 
article in this chapter. Note however that 
the article is used in discussion below on 
the topic of what remedies are available to 
the contracting parties.

22 See B utler v Fairclough  (1917) 23 CLR 78 
at 96.

23 (1917) 23 CLR 78 at 96.
24 (unreported, 13th March 1997, Full 

SC(WA) per Malcolm CJ, Ipp and Murray 
JJ).

25 Carter & Harland, ibid, para 365.
26 (1988) 164 CLR 387.
27 Per Brennan J at 428-9. It must of course be 

noted that this list of factors has not been 
given unanimous approval by the High 
Court. But the statement has been widely 
accepted as a good statement of the legal 
position (see Carter & Harland, ibid, para 
378, notes 299, 300. The only criticism has 
questioned whether the first factor is really 
necessary. However this is not an issue here 
since that factor is fulfilled.

28 (1990) 170 CLR 394 at 415 per Mason CJ.
29 (1990) 170 CLR 394 at 416 per Mason CJ.

30 See Heydon, J. D., and Loughlan, P. L., 
C ases and M aterials on Equity and Trusts 
(5th ed.), Butterworths, Sydney, 1997, para 
38.1.1.

31 (1996) 34 IPR 481.
32 Megarry, R., and Wade, H. W. R., The Law  

o f  Real Property  (5th ed.), Stevens and 
Sons Ltd., London, 1984, pp799-800.

33 (1996) 34 IPR 481 at 499-500.
34 (1988) 20 FCR 46.

20 Computers & Law September 2002

http://www.gnu.org/copyieft/

