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The Proof of Corporate Finance on the Construction of
the Basic Legal System of the Corporation

MIAO Ruobing

Abstract: Corporate finance has established basic corporate legal system. In the context of
large-scale financing of the railway, the limited liability of shareholders, the company legal capital
system came into exist. When the financing sources were changed from large banks to public
securities market, the company has formed a modern corporate governance mechanism. Then, the
financial market formed by the corporate finance, which still has the institutional force. Driven by
this power, the legal capital system, the stock and debt structure, and traditional ownership
structure all have been changed. Since then, investment institutions represented by private equity
and private hedge funds have promoted the emergence of corporate control market and the reform

of corporate law research and practice. These proves that corporate finance has a constructive force
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on corporate legal system. Compared with foreign countries, the basic legal system of Chinese
companies is more driven by the state from top to bottom, which makes us lack of historic
knowledge of the role and impact of corporate finance and its interaction with the basic legal
system of the corporation, and also makes us appear to be backward in dealing with the innovation
of corporate finance. In the future, it is undoubtedly necessary to strengthen the understanding and
learning of the interaction between corporate finance and corporate law.

Keywords: Corporate Finance; Financial Market; Legal System
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