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<Abstract>

The Principles and Structure of Company Law of
China

Chung, Yong Sang

From 1978, China took a great turn to adopt a reformative and
open—-door policy. Numerous laws and regulations also have been
adopted to encourage foreign investments and domestic economic
reforms backed up by unflagging economic development since the
declaration of introduction of a market economy in October 1992. The
Company Law of China enacted in December 1993 in order to
incorporate the pre—existing stated-owned enterprises.

The Company Law of China is confined only to Limited Companies
and Joint Stock Companies established according to the Law. Such
decision reflects a legislative intent of lawmakers who wished to
provide the type of companies by law under a limited liability
system. That is, the lawmakers considered the two forms of
companies conducive and advantageous in terms of both the
development of company laws of China and the needs of converting
enterprise economy system. Limited Companies are already many in
number under the enforcement of the existing Foreign Investment
Company Law and are expected to be utilized in the future reform of
enterprise system because of China’s long experience in implementing
the Limited Companies and universal nature of this type of

companies. Joint Stock Companies also have been on the rise in
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number since 1984, well suited to satisfy the demand for mass
production and advantageous to centralization of large capital. In
addition, under the Joint Stock Companies, the company shares can
be transferable and the ownership of a company and management
thereof are separate, warranting independency of management and
effective market adaptability.

Meanwhile, the types of the so-called personal companies such as
unlimited partnership and limited partnership are unsuitable for the
schemes of enterprise reform in China, and thus these types of
companies were ruled out in the legislative process. Current
international trend also confirms that the two forms of companies
begin to lose their merits, causing a gradual reduction in the number

of the companies established in these forms.



