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On Contractual Function of the Limited Liabilities Principle
Qiu Xtaoguang

Abstract: There exist both advantages and disadvantages in the limited liabilities- Although the value of
fairness and efficiency attached can not be neglected: risk externalities are never disappearing derivation
from contracts- From the perspective of contracts, the rule of piercing the corporate veil explores the mer-
its and draw backs of limited liability- T he supervisory cost, bankruptcy cost and the effect of debt financing
are three cost factors of the risk externalities creditors are faced with- The rule of piercing the corporate veil
bears too heavy historical responsibility in the process of reducing risk externalities cost- Creditors are
harmed by the risk externalities brought about by the limited liabilities of company, and seek to improve
related mechanism of the rule of piercing the corporate veil in the interest game-

Key words : limited liability ; piecing the corporate veil; contract; creditors’ interests
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