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ABSTRACT

A Study on the Inherent Defects in the
eUCP Article 11 & Implication for the Revision

Kim, Ki Sun

This study analyzes some important implications for the forthcoming
revision of eUCP through the methodology of expected utility
maximization theory. The overall results are as follows. First, beneficiary
with an initial wealth has a risk—averse utility in traditional letter of
credit transaction, and he would be more risk-averse in eUCP transaction.
Secondly, the beneficiary who has risk-averse utility will pay for the risk
premium to reduce the risk of corruption of an electronic record by
means of cost of loss reduction activities. Thirdly, the cost of loss
reduction activities is represented by a convex cost function, Fourthly, a
risk averse beneficiary pursues loss reducing activities to the point where
the expected marginal product of loss reduction is less than its marginal
cost. Fifthly, a more risk-averse eUCP beneficiary will always select a
higher level of loss reduction as long as the effectiveness of loss
reduction is certain. Sixthly, when the effectiveness of loss reduction is
uncertain, the more risk-averse eUCP beneficiary does not necessarily
choose a higher level of loss reducing activities. Finally, it would be more
reasonable that eUCP Article 11 should protect eUCP beneficiary who
pursues a higher level of loss reducing activities.

Key words : eUCP Article 11, Corruption of electronic records,

re-presentation




