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Enshrined but Not Divine: The End of Shareholders’ Vested
Rights in Modern Corporate Law

LI Jianwei LIN Shurong

Abstract: The purpose of defining shareholders’ vested rights in Chinese corporate law
doctrine is to identify those core rights that may not be restricted or deprived by the articles of
association or by shareholders’ resolutions; yet the concept has developed in a discordant and often
self-contradictory fashion across Chinese scholarly theory, judicial practice, and legislative
interpretation. In comparative perspective, both foreign theorists and practitioners have long
abandoned reliance on any absolute, inalienable category of rights as the primary tool for resolving
such controversies. Reflecting upon Chinese doctrine and practice, one finds that the rights-source
foundations of the various powers commonly labeled as vested rights are largely under-analyzed
and under-argued, giving rise to an inappropriate tendency of over-deifying the status of
shareholders’ vested rights. The internal conceptual architecture of the Chinese theory of
shareholders’ vested rights is in fact incoherent, as evidenced by irreconcilable conflicts among
traditional academic definitions and by the mounting deficiencies of mainstream doctrinal views.
Its external institutional function has likewise declined, having been fully supplanted by the
principle of shareholder equality, the doctrine of shareholders’ reasonable expectations, and the
mechanism of shareholders’ agreements. The residual value of the doctrine of shareholders’ vested
rights lies solely in offering a technique for judicial balancing of interests. In sum, shareholders’
vested rights constitute neither a timeless nor a naturally-given right construct, and Chinese
corporate law practice should dispel the conceptual idolatry that has long enshrined them as divine.

Keywords: Vested Rights; Freedom of Contract; Right to Information; Shareholders’

Agreement; Weighing of Interests
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