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K 0= a 008
0.01 0.368229 0.462142 -0.0939129
0.02 0.405664 0.524695 -0.119032
0.03 0.444444 0.582407 -0.137962
0.04 0.483163 0.632456 -0.149292
0.06 0.555556 0.709294 -0.153738
0.07 0.587749 0.738203 -0.150455
0.08 0.616927 0.762348 -0.145421
0.09 0.643164 0.782692 -0.139528
0.1 0.666667 0.8 -0.133333
0.11 0.687701 0.814865 -0.127164
0.12 0.706544 0.827747 -0.121202
0.13 0.723461 0.939002 -0.115541
0.14 0.73869 0.848912 -0.110222
0.15 0.752445 0.857697 -0.105253
0.16 0.764909 0.865535 -0.100626
4 0.17 0.776243 0.872569 -0.0963259
0.18 0.786583 0.878913 -0.0923299
0.19 0.796048 0.884663 -0.0886155
0.2 0.0804738 0.889898 -0.0851601
0.21 0.812741 0.894683 -0.0819418
0.22 0.820133 0.899073 -0.0789404
0.23 0.826978 0.903115 -0.0761371
0.24 0.833333 0.906848 -0.0735147
0.25 0.839248 0.910306 -0.0710578
0.26 0.844766 0.913518 -0.0687523
0.27 0.849924 0.916509 -0.0665855
0.28 0.854756 0.919302 -0.0645459
0.29 0.859291 0.921914 -0.0626233
03 0.863556 0.924364 -0.0608082
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K 0= a 008
0.01 0.643356 0.598799 0.045574
0.02 0.66086 0.638636 0.0222235
0.03 0.677443 0.674174 0.0032695
0.04 0.693071 0.70523 -0.0121582
0.05 0.707738 0.73208 -0.0243424
0.06 0.721459 0.755212 -0.033753
0.07 0.734267 0.775158 -0.0408916
0.08 0.746205 0.792421 -0.0462159
0.09 0.757325 0.807437 -0.0501126
0.1 0.767679 0.820574 -0.0528953
0.11 0.777322 0.832135 -0.0548132
0.12 0.786307 0.842369 -0.0560614
0.13 0.794686 0.851479 -0.0567922
0.14 0.802508 0.859632 -0.0571239
0.15 0.809816 0.866965 -0.0571484
0.16 0.816654 0.873592 -0.0569373
0.17 0.82306 0.879606 -0.0565465
0.18 0.829068 0.885088 -0.0560194
0.19 0.834712 0.890102 -0.0553903
0.2 0.840019 0.894705 -0.0546856
0.21 0.845018 0.898944 -0.0539266
0.22 0.849731 0.902861 -0.0531295
0.23 0.854182 0.906489 -0.0523074
0.24 0.858389 0.90986 -0.0514704
0.25 0.862372 0.912999 -0.0506265
0.26 0.866147 0.915929 -0.0497819
0.27 0.869729 0.918671 -0.0489415
0.28 0.873131 0.92124 -0.048109
0.29 0.876367 0.923654 -0.0472873
03 0.879447 0.925926 -0.0464786
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The Comparison of The American Rule and The
English Rule Under Risk Aversion

Chih-Chin Ho® Meng-Fei Hung™

Abstract

# Most literature, including Shavell (1982), demonstrate that the English rule (the losing
side bears all costs) encourages people to file high merit suit and discourages low merit suit
while comparing to the the American rule (each side bears its own costs). The high merit
lawsuit is regarded as the case with high probability of prevailing. However, this conclusion
is yielded based on the assumption of risk neutral. Therefore, there is a gap about whether
it can still stand when players' risk attitude is considered. This paper shows that when the
players are very risk averse, the discouragement of meritorious suits is greater under the
English rule than under the American rule. Some high merit suits are filed only under the
American rule. Besides, litigants are worse off in bearing risk under the English rule than
under the American rule. Therefore, this paper claims that the American rule is better than
the English rule in encouraging meritorious suits and reducing the litigant’s risk loss.

Keywords:. Fee shifting rule, American rule, English rule, Risk Aversion
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