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Abstract: The 2013 reform on corporate capital system in China includes the abolition of
minimal capital requirement the abolition of statutory valuation procedure the permission of
capital payment by installments without limitation and the exclusion of paid capital in the
registration document. The 2013 reform is intended to reduce the cost of setting up
companies but this reform generates a heated debate on its impact on creditor protection.
This paper employs the approach of law and economics to conducting a cost-benefit analysis of
the reform finding that the new creditor protection paradigm brought about by the reform may
be more efficient that the pre-reform mechanism. From a view point of institutional
economics the reform is valid in its overall direction and substantive content which is in
conformity with China’ s reform principle of allowing the market to play a decisive role in
resources allocation. But the reform incurs significant costs in the process particularly
indirect costs associated with some disputed issues. It is suggested that those issues be
addressed timely and future company law reforms be accompanied by cost-benefit evaluation

reports.
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