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Institutional Remedies of Environmental and Logical Flaw
in Disruptive Reform of Company Capital System

GAN Pei-zhong

Abstract: The institutional reform of company capital in Company Law
happened in 2013 is a simple adoption of foreign practices from France, Japan,
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South Korea and Taiwan, without taking China's distinctive ecology into full
consideration. The efforts of administration for industry and commerce in repealing
the statutory registered capital and contributed capital, indeed has no foundation
because it is not only unlawful but also a shirking of regulatory responsibility. The
vague and ambiguous concept of “authorized capital” innovated in Shenzhen lacks
an institutional framework and thus is unenforceable. Also, exceeding its powers
in amending the national Company Law, the local government of Shenzhen has
impinged the integrity and authority of the National People's Congress, in fact
reduced legitimate lawmaking authority into mopping up the leftovers in the feast
of reform and essentially obtained opportunism advantages stemming out of “race
to the bottom”. To put it in a bigger picture, the disruptive legislation reform ignores
the backgrounds of and constrains on such reforms of capital rules in other civil law
countries. Moreover, China has no supporting legal and culture system as well as
comprehensive rules to safeguard transactions as common law countries, which makes
the statutory capital rule in company law our best choice to provide full protection to
creditors. Fortunately, the basic framework of statutory capital survives the reform.
We ought to formulate follow-up measures in further amendments of Company Law
and try to cure the defects and mistakes of the 2013 reform.

Keywords: Disruptive Reform; Transition without Foundation; Institutional
Nature of Capital; Institutional Remedies
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