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“China is known in the West for many things. 

However, a rules-based market for shareholder 

activism is not one of them.”
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“President Xi Jinping is (in)famous in the West for demanding 

‘that businesses conform to the aims of the Communist 

Party’”
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“The newly appointed boss of the China Securities 

Regulatory Commission (CSRC) – China’s equivalent to the US 

Securities and Exchange Commission (SEC) – has earned the 

sobriquet ‘Broker Butcher’ for his alleged zealous 

crackdown on traders in the 2000s”
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“Western media regularly reports on ‘[b]illionaire tycoons, 

including Jack Ma, the founder of Alibaba, [being] driven 

underground or imprisoned after criticizing the 

government’”



“This is not exactly an environment in which 

one would expect to find a vibrant rules-

based market for shareholder activism — 

especially with state owned enterprises as the 

target of such activism.”



“Prior to our research, shareholder activism was 

assumed to be a non-existent or marginal 

feature of Chinese corporate governance.” 



Minority shareholders in SOEs are “passive and politically 

disempowered”…even if shareholders exercise their legal rights, 

government officials may simply refuse to acknowledge them due 

to political considerations (Howson, 2015)

Private institutional investors as minority shareholders are likely to 

remain passive in state-owned enterprises due to political 

pressure and other reasons (Cheng, 2022) 

In Fact, Western Literature 

Suggests that Minority Shareholders in China are   

“Passive and Politically Disempowered”



“Obviously, scholarship examining the influence of the CCP in Chinese 

corporate governance has significant value. However, just as one who only 

has a hammer will start seeing every problem as a nail, pundits who view 

Chinese corporate governance through a political lens risk seeing 

everything as political”

Some Excellent Western Literature BUT,

The Focus of Politics Driving Chinese Corporate Governance  
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Contrary to Conventional Wisdom: 

Shareholder Activism in China is Thriving
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Types of Activist Campaigns

Extraordinary Because Ordinary  
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Underappreciated: 

China’s Focus on Building a Regulatory Regime for 

Advancing Minority Shareholders’ Rights

China has built a robust regulatory regime to advance minority shareholders’ 

rights

Government emphasizes importance of building a high-quality and credible 

regulatory environment for protecting minority shareholders to advance its equity 

market

Over the past several decades, the Chinese government has built a regulatory 

architecture to facilitate the growth of institutional investors which “on a day-to-

day basis, increasingly appear to work as an effective mechanism to improve 

corporate governance”—sometimes by engaging in shareholder activism           

(Lin Lin & Puchniak, 2023)
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China’s Robust Shareholders’ Rights

Often Overlooked 

China has “one of the most robust shareholder-empowering corporate statutes in the 

world”

The shareholders’ meeting is the supreme authority of the company, with the power 

to decide on fundamental operational matters, profit distribution, and amendments 

to the articles of association

The board of directors has no discretion to exclude valid shareholder proposals and 

is obligated to enforce those that receive majority votes (i.e., they are binding) 

Chinese company law empowers minority shareholders through mechanisms like 

cumulative voting in controlled companies, majority of minority approvals, derivative 

actions, and a low threshold (reduced from 3% to 1% July 1, 2024) for advancing 

shareholder proposals
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Target’s Status as an SOE or POE

Appears Not to Matter 

Whether the target company is a POE or SOE has no statistically 
significant effect on the success of the activist campaign 

Private shareholders undertake, and more often than not succeed, in 

activist campaigns against so called “national champions” 

78% of activist campaigns against “national champions” were brought by 

private activist shareholders — 57% of which succeeded
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Activist’s Status as an SAS or PAS 

Appears Not to Matter

Over 50% of activist campaigns launched by an ostensibly powerful 

state-controlled activist investor — that is, a national, rather than 

local, SAS — failed when the target was a POE

POE using aggressive and illegal tactics to defeat the campaign of a 

SAS and the state following due process to challenge the sharp 

practices of the POE in court 

• e.g., Innovation Medical Case; Tibetan Development Case 



China’s Answer to “Roaring Kitty”

“Legend of the Red Scarf” 

Campaign forced the 

hand of the target’s 

management of the 

power national 

champion to adopt a 

generous dividend 

payment policy after it 

did not pay dividends 

for over a decade 

Campaign involved 

retail investors 

organizing on a social 

media platform called 

“snowball” [雪球] to 

publicly object to the 

dividend policy of a 

powerful national 

champion
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Surprise: 

State on State Activism 
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Further Evidence Suggesting

 rules-based market 

Shareholder activists that hold a larger percentage of the target company’s shares 

have a statistically significant higher chance of succeeding in an activist campaign

The 2019 increase in activist campaigns dovetails with regulatory changes in Chinese 

corporate governance that increased the incentives for shareholder activism – further 

suggesting the importance of rules-based market forces

• Chinese corporate governance code made it clear in 2018 that shareholders must “be kept informed”, 

“participate in corporate decision-making”, have a responsibility to “monitor” company activities, and 

that shareholder rights cannot be restricted by GM or the board

Targets of successful activist campaigns had a return on investment (ROA) over 50% 

lower on average than those in unsuccessful campaigns (but not statistically 

significant)
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Success Rate of Activist Campaigns

Percent of Shareholdings Significant 

But Politics Not    
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Some Evidence of Politics

 But Rules-Based Market Appears to be the Norm 

Not a single case in which a local state-controlled shareholder activist 

attempted to launch a campaign against a national champion — 

suggesting political hierarchy

Only a single case involving a national champion (FAW Car) in which 

politics may provide an explanation
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Success Rate of Activist Campaigns

 Unexpected Success/Failure & An Interesting Gap  
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“Although our findings indicate that the CCP has largely allowed space 

for a rules-based market for shareholder activism, the CCP has not 
abdicated its ultimate control over China.  If allowing a rules-

based market for shareholder activism improves Chinese corporate 

governance, this will likely strengthen China’s economy, which arguably 

is the primary source of the CCP’s power and legitimacy.”
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Fans of Free Markets Should 

Love Our Findings 

“There is a reason why the USSR regularly had shortages 

of toilet paper and why it did not have shareholder 

activism. China has an abundance of both”
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Likely More Activism in China 

In the Future



Which slide was changed due to pollical 

sensitivities? 



Thank You 
Thank You
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