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Law of the International Electronic Commerce
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Abstract

1. International business trade has been for a long time carried on by means of the
exchange of the documents such as Letter of Credit, Bill of Lading and Bill of Exchange.
This is, however, now being replaced gradually by means of the internet through the
growth of information technology.

Detail examination as to each item of the traditional international trade system
makes it clear that every item except issue and negotiation of Bill of lading will be
probably replaced by the internet. Internet foreign trade, namely "International
Electronic Commerce"(IEC), brings us lots of merits such as a reduction in handling
hours, inventory, personnel and expenditure by speedy and safer communication and
settlement. On the contrary, several risks such as intervention by an unlawful third
party, non-arrival of the data, leakage, forgery, tamper, disguise, denial of the documents
are expected in the course of IEC.

There are many problems to be solved in IEC and so arrangements of international
treaties are required for such solution, but since at the present stage it is not anticipated

to realize these soon, we can not help solving the problems step by step through
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establishing legal structure by the agreement concluded among the relevant parties until
the new system is formulated and comes into force.

A telegraphic code is used for the evasion of the above mentioned risks on IEC. There
are two types of cipher technology; a secret code method and a public code method. In
order to send the data of foreign trade exactly and safely on IEC, a public code method is
widely used.

Even though the data of trade should be sent safely, there is still danger of disguise
and /or denial of document or person between far separated parties on IEC,

Therefore it is required to confirm that the person sent the data by himself and the
contents of such data is proper. "Electronic Signature" is the method to confirm such two
things, and "Electronic Authentication" is the method to prove that sending parson is the
proper person.

2. In Japan a new law was enacted and other several existing laws were amended
during in April and May of 2000 and three systems, "Electronic Signature", "Electronic
Authentication" and "Electronic Certificate", were enforced.

Firstly, "The law pertaining to the electronic signature and authentication" was
enacted and enforced on April 1, 2000. According this law, @ in case "Electronic
Signature" was attached on the data which was put on the electronic record, such
electronic record is presumed to be made properly, @ new authorization system as to the
voluntary "Electronic Authentication" was introduced, and & A person who is engaged in
the electronic authentication business in foreign countries will be able to obtain the
authorization on the basis of the same standard as enacted in the domestic country.

Secondly, the new law pertaining to amendment of a part of the existing commercial
registration law was enacted and enforced in October, 2000. A person who has
submitted his seal impression to the commercial registration office is able to obtain the
"Electronic Certificate" according to this law. An application for issuance of "Electronic
Certificate" is made by putting the registered seal on the application form and by
submitting such form to the registered office with magnetic disk in which open key etc.
are recorded. The registration office will telegraphically send an electronic certificate to
the submitter of the seal after necessary examination. The submitter of the seal will
record such an electronic certificate on the IC card and so on and keep it, then at the

necessary occasion he will send it to his customer. He will be able to send this electronic
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certificate to any other party, at any time. Any person will be able to refer to the register
office for certain items for a certain period.

Furthermore, "Electronic Authentication” system was newly introduced by the
amendments of a part of the existing Authentication law and Civil Enforcement Law.
According to this new law, a certain designated notary public became to be able @ to
authenticate the person who made electronic signature on the magnetic record, and @ to
put the definite date on such record, and further @ to keep the data in which the
authentication was made and to prove such data.

3. Looking at foreign countries, chief States of U.S. , Germany and Italy in Europe,
South Korea, Singapore and Thailand in Asia have already enacted the laws as to
electronic signature and electronic authentication. The countries in which enact the new
laws from now on are expected to increase quickly. These laws in each country need to
harmonize each other.

4. As substituting means for Bill of Lading, it is expected to establish the institution in
which business people register the data concerning the transfer of a right and to pass the
data through such institution. As for legal structure, while the transfer of the right of
possession is construed as the "transfer of possession by designation”, the transfer of the
position under the transportation colntract is construed as the assignment of the
designated claim or a renewal of the contract.

5. Settlement of international trade has been mostly carried by a bill of exchange except
the settlement of a small sum of money and the payment of a guarantee. However a bill
of exchange is not always necessary in an electronic settlement. A confirmation letter of
payment by a buyer is for example supposed.

6. At the time when personal computer is widely prevailed and used among the
international business world, foreign trade would be executed by the internet on a large
scale. "Electronic Signature" and "Electronic Authentication” would be significantly
important at that stage. In order that "Electronic Certificate” and "Electronic
Authentication" issued by a foreign institution is trusted and enforced in an actual
international trade, laws applied there should be harmonized. This is the problem which
confronts us.

For the time being, firstly IEC will be performed merely within the members of the

closed association tied together by an agreement. However, in fact, an international large



Bulletin of Miyagi University School of Project Design, No. 4

scale business trade will be carried on the basis of the contract concluded between the
parties and in such a contract, some part of the trade would be replaced by electronic
means one by one.

Letter of Credit will be replaced by electronic means within a relatively short period.
With regard to Bill of Lading, an institution will be established so that the data and
transfer of the right will be registered in such an institution. Electronic Bill of Lading will
be put into operation among the parties connected each other by an agreement within
such an institution.

Finally, In respect to Bill of Exchange, the way toward which we advance is not
obvious at this moment, whether toward abolishing it or toward developing new
settlement system. But there is no doubt that it will not be long before electronic
settlement is made frequently as an usual settlement method in international business

world.
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