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In the United States, there are two main theories of contract
interpretation. One is formalism, which focuses the text of contract documents. Another is
functionalism, which considers the context surrounding contracts. As to the contract between legally

sophisticated business (such as insurer) and legally unsophisticated consumer (such as insured),
functionalism can impose the insurer unassumed risk. But considering insurer’ s strategic behavior,
it makes sense to protect consumer from unconscious terms. The doctrine of reasonable expectation
can be understood in such a way. The problem is that the standard of interpretation based on the
doctrine of reasonable expectation is unclear. Because the courts do not have competence to
establish the standard, it is argued that the standard can be developed by the rulemaking process of
administrative agencies through interaction with the courts.
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