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Abstract: In the theoretical and practical field, there is still no consensus over the objective of the
rule of judicial discretionary reduction. Some believe the rule serves as a buffer against punitive
measures while others insist on its compensatory function. In the era of the Civil Code, the
parties’ consensual content plays an important role in differentiating compensation and pressure of
the agreed payment for breach of contract. For instance, constitute the pressure function if both
parties demand for performance with respect to the contract. On the other hand, constitute the
compensation function if the objective is to compensate for damages. With the help of the theory
of civil juristic act subject to a condition, the function can be realized by observing the condition
precedent attached to the agreed payment for breach of contract. Accordingly, where the agreed
payment for breach of contract plays the pressure function, the rules for controlling the effective-
ness of contracts rather than the rule of judicial discretionary reduction can be applied. However,
since the process of applying the rule of judicial discretionary reduction is equivalent to the appli-
cation of the rules of compensation for damages, the rule of judicial discretionary reduction can be
applied where the agreed payment for breach of contract plays the compensation function, such as
being the predetermined maximum damages.

Key Words: pressure function, compensation function, identification of the function, the rules

for controlling the effectiveness of contracts, the rule of judicial discretionary reduction
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