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On Corporate Deadlock and its Solution Mechanism
Li Rui(Master of Law in Chinese Language)
Directed by Fan Jianhong

Abstract

In the judicial practice, there are more and more disputes on corporate deadlock.
The problem is more outstanding in the limited liability company, because the limited
liability company is closed, highly dependent on the personal trust relationship
between shareholders, limited scale and does not exist public shares trading market.
Once the problem happens, it is very difficult to solve. The appearance of corporate
deadlock makes the normal operation of the corporation at a standstill, and directly
impairs the interests of the company, shareholders and the other stakeholders. Law of
countries all places importance on corporate deadlock, and designed a multi-level
settlement mechanism. In the past, our country didn’t pay much attention to the
problem, so there aren’t relevant legal rules. However China has begun to implement
the latest Corporation Law of People Republic of China on Jan 1%, 2006. The new
Corporation Law makes some regulations on how to deal with corporate deadlock,
which is contributing a lot to the development of the legislation concerning corporate
deadlocks. But it is still difficult to respond to the complicated reality, as there is only
a single system of remedies and lacks of supporting measures. So, this paper describes
the theory of corporate deadlock, the deep reason and the method of breaking the
corporate deadlock in common law and civil law. Furthermore, this paper discusses
how our country builds and improves the settlement mechanism of corporate deadlock
on the basis of the autonomy principle for corporate by learning from foreign
experience in legislation. It will benefit a lot to our country’s corporate system and the
entire national economy.

This article mainly uses methods of law interpretation, comparison, inductive analysis
and deductive reasoning methods to expound on the corporate deadlock and the way
to solve it. This article includes four parts. The first part will clarify the relevant
principles of corporate deadlock, including its meaning, the feature, the causes and the
harm caused by it. There will be a comprehensive understanding of what on earth the
corporate deadlock is. The second part is to introduce the method of breaking the
corporate deadlock in common law and civil law. Because the common law and the
civil law have different historical tradition and ideas of rule by law, there are
similarities and differences on the way to break the corporate deadlock. We can learn
lessons by analyzing and comparing their legislation. The third part will pay attention
to the corporate deadlock in our country, to analyze the relevant legislation as well as
the existing defects. By studying of common law and civil law, the fourth part is to
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analyze and search the way to perfect our country's legislation system of breaking the
corporate deadlock in view of China's economic and legal situation. The perfection
should include the following respects: paying more attention on the company
constitution, using the mediation system and arbitration system, improving the system
of judicial dissolution, as well as building alternative remedies.

Key words: Corporate deadlock, The system of involuntary
judicial dissolution, The settlement mechanism of corporate

deadlock
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