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Calculation rules in damages for breach of contract from law and
economics perspective

LIU Tinghua

(School of Government Administration, Yibin University, Yibin 644000, China)

Abstract: The law and economics analysis proves that expectation damage and market losses compensation exert a

different effect for parties to achieve the purposes of contract. This paper points out that the causes and conditions of

market losses compensation are the best alternative for expectation damage and it gives specific formula of two

methods in different circumstances. Finally, it is necessary to use sunk costs of compensation and reduced value in some

special cases.

Key Words: breach of contract; damage compensation; law and economics analysis; expectation damage; market losses

compensation
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