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Systematic Application of the Dual-Class Share Structure
in the New Company Law

—From the Perspective of Reducing the Total Cost of Control

XU Haiyan WANG Yitian

Abstract: As a newly introduced institution in the Company Law, the dual-class share
structure confronts multiple application dilemmas, including the uniformity of fiduciary duties, the
absence of rescission rules, and the misalignment of weighting regulations. Given the unique
characteristics of the dual-class structure, its application cannot be confined to the one-dimensional
perspective of traditional agency cost theory, which may lead to cognitive misconceptions. Instead,
the specific application of the dual-class system should be systematically developed from the
theoretical perspective of the overall cost of control. Specifically, this system must comprehensively
consider the special governance needs of high-voting shareholders who concurrently hold the roles
of managers and shareholders, employing stratified fiduciary duties to manage agency conflict
costs. It must also prioritize mitigating the costs associated with agency capabilities, dynamically
adjusting through composite rescission clauses. Furthermore, it is crucial to carefully balance the
costs borne by principals, concurrently employing weighting rules to narrow application scope
while encouraging an “upward competition” in favor of protective mechanisms with preferential tilt.

Keywords: Dual-Class Share Structure; Total Cost of Control; Agency Costs; Cost of the
Principal; Fiduciary Duty

(JAEma. TRE EASF)

59





