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Abstract: En empirical analysis of a sample dissolution decision shows that the “operational manage—
ment difficulties” for the dissolution of a company means “management difficulties” rather than
“profit predicament”. The root cause of the management difficulties lies in the governance failure
which is a result of the obstacle of shareholders combination in closed small and medium companies.
Therefore considering the essence of dissolution lawsuit as the judicial intervention following the cor—
porate governance failure that offers some (minority) shareholders a low-cost way to exit the company
will be a more reasonable legislative explanation and may obtain the support from practical adjudica—
tive experience. The concrete manifestations of corporate governance failure include company dead-
lock under the control of opposing shareholders that are evenly matched and shareholder oppression
under the control of opposing shareholders with significantly disparity of strength. Correspondingly
the reasons for the dissolution of a company through judicial intervention also include dualism of com—
pany deadlock and shareholder oppression. In legislative theory company deadlock is regarded as the
only cause of dissolution lawsuits which is not consistent with the adjudicative reality in China. How—
ever due to the lack of clear provisions in the legislation the fact that shareholder oppression is also
considered a cause of dissolution in judicial practice has been ignored. According to relevant norma—
tive analysis and empirical research it is necessary to add shareholder oppression 1i.e. “serious
compound infringement of shareholder rights” to the causes for the dissolution of companies in Chi—
na so that the dual pattern of judicial dissolution of companies established by Chinese Corporate Law
will cover the obstacle of shareholders combination in closed companies 1i.e. all situations of corpo—
rate governance and provide more effective relief to troubled shareholders.

Key Words: judicial dissolution of a company company deadlock shareholder oppression unfair

prejudice fiduciary duty
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