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Determination of Controlling Shareholders’ Liability and Institutional Constraints
in Corporate Governance

Tao Ruowei
Guangxi University of Finance and Economics, Nanning, Guangxi 530007, China
Abstract: Under a concentrated ownership structure, controlling shareholders can participate extensively in corporate
governance through voting rights, director nomination rights, and influence over business decision-making. While such
control may enhance decision-making efficiency, it may also give rise to risks including misappropriation of corporate
funds, tunneling, improper related-party transactions, and undue interference in business operations. The current
Company Law has strengthened the responsibilities of controlling shareholders with respect to abuse of shareholder
rights, misuse of affiliated relationships, duties of loyalty and diligence, and tort liability arising from instructions. The
determination of liability should go beyond a formal assessment based solely on shareholding ratios and instead focus
on substantive control, conflicts of interest, actual damage, and causation. Institutional constraints commensurate with
the exercise of control should be established through related-party transaction review, internal governance mechanisms,

remedies for minority shareholders, and multi-level accountability.
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