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Abstract
The company’s development is inseparable from financing and 
listing which may lead dilution caused the company founder lose the 
corporate control. Alibaba Group China's largest Internet company 
getting listed in the United States with partnership structure has 
reignited a wide debate about whether listed companies should 
be allowed to adopt the “same share, different votes” innovation 
of corporate governance. This paper based on the reflection of 
the background, concept, dilemma and comments of partnership 
structure and combined with legal theory basis, oversea successful 
practice and relevant provisions of China's Listing System three 
aspects to analyze the feasibility of whether China should allow 
listed company’s “same share, different votes” innovation of 
corporate governance.
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I. Introduction 
Alibaba Group (hereinafter abbreviated Alibaba or Ali) with 
partnership structure was officially listed on the New York Stock 
Exchange on September 19, 2014. As of closing quotation, the 
stock price rose 38.07% with a total market capitalization of up 
to $ 231.4 billion, ranking between 44 in Iraq and 43 in Pakistan 
according to the world GDP rankings in 2013 announced by 
International Monetary Fund. Soaring stock prices also allow 
Alibaba just behind Apple, Google and Microsoft to become the 
world's fourth largest technology company and second-largest 
Internet company, well beyond Facebook, IBM, Oracle, Intel, 
Amazon and other legendary American series of high-tech giants. 
Not only Alibaba, but also current best Chinese internet innovation 
companies almost have no trace in Chinese stock exchanges. For 
instance, JD.COM was officially listed on the NASDAQ Stock 
Exchange on May 22, 2014 in the United States, becoming the 
118 NASDAQ-listed Chinese companies. So with such a strange 
phenomenon: the most promising Chinese companies create profits 
in China but take responsibility for American investors, turning 
the development of the Chinese market turn American investors’ 
equity dividends eventually.
The phenomenon that Chinese enterprises especially high-quality 
internet companies attempting to be listed in the United States 
pay no attention to Chinese stock exchanges has aroused wide 
attention of scholars, which reignites a debate of whether listing 
system should adopt innovation of corporate governance of global 
especially Asian capital market. Studying the reasons, the most 
important one is that the New York Stock Exchange and NASDAQ 
Stock Exchange will allow innovative corporate governance of 
listed companies such as Dual-Class Share Structure. Since 2013 
the New York Stock Exchange and NASDAQ-listed Chinese 
companies have been more than 20, and nearly the half which 
are Internet companies have adopted Dual-Class Share Structure. 
For example, Baidu has set classes in the equity structure, through 

which some shareholders including management, directors, 
employees and early investors possessing the shares of voting rights 
10 times than the public offering shares issued in the NASDAQ. 
Similarly, JD.COM founder holds 21% shares possessing 83.7% 
voting rights, equivalent to 20 times ordinary shares’; the shares 
of insiders or founder of 58.COM have received 10 times than 
the ordinary shares of the voting rights; B Class shares of WB 
and QUNR have possessed voting rights 3 times that of ordinary 
shares. In addition, Alibaba founder Jack Ma and his management 
team hold less than 15% shares having taken over half of the board 
seats firmly in control of the company.
China is pursuing the “same share, same right” policy as the listing 
criteria, thus those American listed Chinese companies mentioned 
above using “same share, different votes" of corporate governance 
absolutely can not be listed on Chinese stock exchanges and raise 
financing. As to a joint stock limited company, "Company Law 
of the People's Republic of China(2013 Revision)" specifies as 
follows: Article 103 "When a shareholder attends the meeting of 
shareholders' general committee, each share he holds is entitled 
to one vote."; Article 126 "The issuance of shares shall comply 
with the principle of fairness and impartiality. The shares of the 
same class shall have the same rights and benefits."; Article 131" 
For the company’s issuance of other shares not provided for in 
this law, the State Council may formulate separate provisions." 
The author thinks, based on company law, the articles above have 
left room for the listed companies issuing different classes of 
shares. But specific to the listing laws and regulations of China 
such as “Securities Law of the People's Republic of China” 
and“Interim Provisions on the Management of the Issuing and 
Trading of Stocks”, different classes shares are not specifically 
addressed and regulated. In other words, current Chinese legal 
system prohibits listed companies issuing different classes shares 
especially different in voting rights.
Alibaba Group with partnership structure listed on American stock 
exchanges has brought intense introspection and debate to the 
world's major securities markets, and legal system does require 
self-reflection of the lack of responsiveness to the global capital 
market. This paper attempts to study the Alibaba partnership 
system, combined with the successful practice of American dual-
class share structure, to make feasibility analysis on whether China 
can adopt "same share, different votes" of the Listing Rules.

II. Overview of Alibaba Partnership Structure 

A. Background of Partnership Structure
Jack Ma with 17 venture partners started a business in 1999. After 
several financing, Alibaba Group has developed rapidly while 
its ownership structure changed profoundly. Until 2004 Jack Ma 
and his entrepreneurial team has been the largest shareholder, 
accounting for 47% of the shares; Softbank was second-largest 
shareholder, accounting for about 20%; Fidelity held 18% shares 
and other several shareholders possessed a total of approximately 
15% shares. In August 2005, Yahoo with $ 1 billion plus the assets 



IJMBS Vol. 5, ISSue 4, oct - Dec 2015 ISSN : 2230-9519 (Online)  |  ISSN : 2231-2463 (Print) 

w w w . i j m b s . c o m 24   InternatIonal Journal of ManageMent & BusIness studIes

of Yahoo China received 39% shares of Alibaba, which helped 
Alibaba deal with the financial plight, making Yahoo became the 
largest shareholder, taking over one in four of Alibaba’s board seats. 
On May 7, 2014 Alibaba Group IPO prospectus which was filed 
with the US Securities and Exchange Commission (hereinafter 
abbreviated SEC) disclosed the ownership structure: Softbank 
held stake to 34.4%, Yahoo held stake to 22.6%, Chairman of 
the Board Jack Ma held stake to 8.9%, and the proportion of co-
founder Cai ChongXin was 3.6%. In addition, CEO Lu ZhaoXi 
and COO Zhang Yong both did not exceed 1% shares. Judging 
from the current equity structure, the holding ratio of Jack Ma and 
his entrepreneurial team was only approximately 15%, losing the 
control of Alibaba.
In general listed companies, each shareholders equally exercises 
stockholder’s right, having the right to vote, benefit and dispose. 
But for the founding shareholders of listed companies, maintaining 
the control of company versus raising financing is a contradiction 
difficult to deal with. “One possible solution to this dilemma is to 
allow these companies to issue more than one class of shares, so 
that one class carries disproportionate voting rights or sometimes 
different dividend rights”(Henry T.C. Hu, at 1294). Every time the 
equity financing means equity dilution, through which majority 
shareholders lose controlling stake. Alibaba founder Jack Ma 
and his team are also facing this problem. For this contradiction, 
founders of many companies especially the United States ones, 
through a number of special regimes to raise financing without 
losing control of the company, achieve a better balance. Similarly, 
Jack Ma and his business team adopting partnership structure 
have firmly gained the control of Alibaba with a low proportion 
of shares. If in accordance with the basic principle of Chinese 
company law "same share, different votes", Softbank and Yahoo 
shares corresponding voting rights and board seats are sufficient 
to dominate the entire company. However, Alibaba partnership 
structure has broken the principle above and guaranteed Jack Ma 
and his team occupying the majority of board seats to achieve 
absolute control of the company.

B. Concept of Partnership Structure
Partnership structure is absolutely not as same as partner system. In 
a general sense, partner system means individuals or legal entities 
undertaking a limited or unlimited liability in partnerships, while 
the so-called Alibaba partnership structure, in essence nothing 
more than some special terms on the election of directors of its 
articles of association. This mechanism guarantees Jack Ma and 
his management team govern the majority of board seats. In 
other words, to become directors of Alibaba, it’s indispensable to 
go through the pre-nomination procedure set by those partners, 
which will ensure that the directors of Alibaba must be accepted 
by “partners”. Partnership structure goes against the principle of 
traditional company laws and regulations which pursues the idea 
of shareholder primacy. In accordance with the idea of shareholder 
primacy, the right to nominate a director generally is based on a 
shareholder's proportion of shares. Under normal circumstances, 
not only shareholders holding a large proportion of shares can 
nominate directors, but also the number of nominated directors will 
be allocated according to the shares. However, based on the Board 
at the center of the corporate governance structure, partners given 
the right to nominate a director directly control more than half of 
the board seats, to a large extent capturing corporate control. Jack 
Ma and his team although only holds a 15% stake, but by applying 
partnership structure to control the entire group successfully, 
transferring corporate control from shareholders to partners.

The prospectus for SEC exposed specific information about 
partnership structure: Currently Alibaba partners have been a 
total number of 28, including 22 management and six associate 
company's management staff. General meeting of stockholders 
can reject the director candidates nominated by the partners. 
However, if General meeting of stockholders reject any director 
candidate nominated by partners, partners can directly appoint 
any person to be "transition director" without shareholders’ vote 
until the next annual General meeting of stockholders to vote 
the directors nominated by partners. It indicates partner's right 
to nominate directors have repeated nature, rather than just one 
time. Decision-making mechanism of board obey “one person, one 
vote” principle by a majority of the voting. To modify the relevant 
content of partnership structure of the articles of association must 
be supported by over 95% voting shares at General meeting of 
stockholders. There is no limit to the number of partners which are 
chosen from management, and Jack Ma and Cai ChongXin belong 
to permanent partners. The rest of partners must quit when they 
leave Alibaba Group or associated companies.The current partners 
may annually elect new partners who are recommended by the 
current partners and be elected only by more than three-fourths 
of the current partners agreement. In addition, the need to meet a 
new partner demand working in Alibaba or its affiliates for more 
than five years, having a positive contribution to the development 
of the company, highly recognizing corporate culture, and being 
willing to devote himself to missions and values of the company. 
In order to ensure the interests of partners are consistent with the 
company's interests, each partner must hold a certain percentage 
of shares.  

C. Comments of Partnership Structure

1. Advantages
Jack Ma and Cai Chongxin believe partnership structure enables 
partners to have greater strategic decision-making, to establish 
a stable management system and reduce short-term fluctuations 
in the capital market, so as to ensure the long-term interests of 
customers, the company and all its shareholders. They insist that 
partnership structure primary goal is to ensure that enterprises 
Culture. I believe that, from an objective perspective, partnership 
structure mainly has the following three advantages:

(i). Curb Hostile Takeover
Hostile takeover mainly refers to the target company is opposed 
or unknowing to the acquisition of the acquiring company which 
relies on the purchase of shares in the stock market to become the 
controlling shareholder. Along with global stock market has become 
more perfect, more open, hostile takeovers are also filled with 
the stock market.Although to some extent, hostile takeovers can 
improve the value of the business facilitating minority shareholders 
earnings. However, along with huge influences and changes to the 
entire enterprise especially now in a growth phase of the enterprise, 
hostile takeovers mean restructuring with management turnover 
inevitably. The dual class capitalization structure is efficient in 
situations where the entrepreneurs or firm's controlling managers 
need to be insulated from the outside market for control. For 
example, in the fast-growth periods of the firm's life cycle, where 
leaders have to devote their full time, attention and human capital 
to advancing firm growth and long-term development plans, it 
might be optimal to protect firm leaders from outside takeover 
threats by granting them extra control power(Beni Lauterbach and 
Anete Pajuste, at 171). Just like the purpose of the dual-class share 
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structure is opposed to hostile takeovers, partnership structure has 
great inhibition of hostile takeovers maintaining effective control 
of the company. In addition, compared with other means of curbing 
hostile takeovers, partnership structure seems to be much more 
lower cost creating a new type of anti-takeover measure.

(ii). Promote Heritage Culture
Corporate culture, also can be called organizational culture, is 
a company-specific image, consisting of the whole concept of 
the management, the company beliefs, visions and other factors. 
Corporate culture is a company's most important, can not be 
copied, unique spiritual support force and invisible soft technical 
strength. In the tide of development in mergers, corporate culture 
will inevitably suffer even be destroyed. High tech and Internet 
companies favour those arrangements which contain innovation of 
corporate governance, because in these industries, the founder is 
often the decisive factor in the company's development. Depending 
on some special arrangements such as dual-class share structure and 
partnership structure allow the founder still to grasp the direction 
of enterprise development in the public financing and guarantee 
the founder of the company's decision-making power. Thus it 
facilitates the company to get rid of pursuing short-term interests 
and focus on long-term development, making sure the company 
develops with the necessary stability and independence.

(iii) Reduce Agency Costs
To authorize a partner the powers of nominating the directors is an 
effective way to solve the agency costs. In current capital market, 
the purpose of investors especially minority shareholders is to 
obtain returns rather than controlling the company. As partners 
are led by the founder Jack Ma, they have a strong desire to gain 
longer and better business development while a prerequisite for 
development is to create more profit. As partnership structure 
introduced above, most partners are minority shareholders who 
also hope to get high returns from the enterprise. Hence, partners 
not only act as excellent management to pursue the development 
of Alibaba but also locate in the same position with minority 
shareholders defending their own shares dividends. Meanwhile, 
partnership structure can effectively regulate the rights of the 
major shareholders to nominate directors, facilitating the board to 
play a better role in corporate governance. It will be a valid way 
to promote adequate communication between the shareholders 
and the management reducing agency costs.

2. Disadvantage
Opponents argue that one of the main purposes of corporate 
governance is to weaken "insider control". However partnership 
structure helps Jack Ma and partners possess corporate control, 
increasing the risks of insider control that may damage the 
shareholders especially the the interests of minority shareholders. 
The advantages mentioned above might have a negative impact 
on corporate governance from another angle.    

(i). Weaken the Impact of Acquisitions of External 
Corporate Governance
Acquisitions have the effect of external corporate governance to 
improve corporate governance, increase business performance, 
and optimize resource allocation. However, the application of 
partnership structure ensures Jack Ma and his team have the right 
to nominate directors and thus indirectly dominate the company. 
Considering partners almost have no fear for a hostile takeover 
which may cause the control changing hands, partnership structure 

may result in the external market losing supervision capacity for 
enterprises. Although partnership structure resists the hostile 
takeover, it makes reasonable acquisitions prohibitive even 
if reasonable acquisitions could bring the share premium and 
enhance the valuation of the company, impeding most shareholders 
deriving benefits of legitimate acquisitions.

(ii). Increase Agency Costs
First, undoubtedly, the cost of selecting proper directors by 
partnership structure, the cost of information disclosure required 
by general stockholders' meeting voting, and the cost of external 
professionals’ services increase directly. Moreover, in case of the 
absence of supervision of power, power rent-seeking is likely 
to emerge. “It is argued that an unbalanced system of voting 
rights is likely to hurt a company's corporate governance rating, 
which may in turn affect how institutional shareholders treat the 
company”(G.M. Hayden and M.T. Bodie, at 471).Assuming there 
is no limit to partners, it is likely for them to take advantage of 
dominance for their own profit which leads to detriment of other 
shareholders, especially minority shareholders. In addition, the 
boundary of partnership structure is not identified, in which case 
the partners may nominate each year to elect a new partner forming 
a self-perpetuating institution. Shareholders, employees and other 
stakeholders of the company have no idea about clear mechanism 
for control and accountability of partners. As i see it, partnership 
structure mechanism may be likely to increase agency costs, but 
then again it is not rational to deny a arrangement because of the 
possibility of risks. 

D. Dilemma of Partnership Structure
In a close company, "same share, different votes" principle of 
corporate governance can be recognized by company laws as 
long as it is developed through proper procedures, indicating the 
company law confer autonomy space to the articles of association. 
However, as to a listed company, those special arrangements 
might harm the interests of the minority shareholders, causing 
many countries and regions maintain negative attitudes to "same 
share, different votes" principle of corporate governance. It is also 
because of this, listing process of Ali can be described as twists and 
turns, facing a dilemma. Alibaba had initially considered listing 
in several Asian markets, and this was reportedly its preferred 
choice. But regulators in key regional markets such as Hong 
Kong and Singapore were unwilling to bend their stringent listing 
requirements over shareholder voting rights. From a governance 
perspective, the scrutiny of Alibaba stems not from the magnitude 
of the share offering(Loh, Lawrence, Mar 10 2015).

1. HKEx Refused the Listed Request of Alibaba
For Ali, Hong Kong is the optimal location to be listed. Alibaba 
B2B business was listed on the Hong Kong Exchanges and 
Clearing Limited (hereinafter abbreviated HKEx) in 2007 and 
delisted in 2012, which makes Ali management be more familiar 
with the operation and regulatory environment of Hong Kong 
capital market. Desiring to be listed in HKEx, Alibaba Group 
had several rounds of negotiations with HKEx; however, in view 
of partnership structure, HKEx finally rejected the application in 
September 2013.Partnership structure was prohibited by current 
HKEx Listing Rules, for HKEx believes this system deprived 
corresponding rights of other shareholders which could not 
guarantee "same share, same right" principle. Alibaba decided 
to list in the U.S. partly because it was rejected by Hong Kong's 
stock exchange, which concluded the company's partnership 
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structure violated its rules about all shareholders having equal 
voting rights(Telis Demos, Rolfe Winkler and Matt Jarzemsky, 
Sep 6 2014, at A.1). Ali made a tough decision to determine the 
United States stock exchanges instead of HKEx on March 16, 
2014 ultimately. HKEx CEO Charles Li wrote an article to explain 
the reasons for refusing Ali listing request on April 7, 2014. In 
his view, the core values of Hong Kong capital market, first and 
foremost, was the rule of law and procedural justice; they would 
not just change the rules for a certain listed company, and any 
significant changes must go through special procedures. In Mr. Li 
opinion, the most critical point was investor protection. The rule 
of “same share, same right”, whose subtext was "Capital is king", 
was just one of the means to protect the interests of investors as a 
principle, indicating capital owners master the fate of a company. 
In case that a major shareholder held controlling interest in a 
listed company, the supervisors regulatory focus would always 
be to prevent the legitimate interests of public investors not being 
trampled. In a widely held listed company, regulatory focus is to 
urge management to disclose information according to law.

2. The United States Accepted Alibaba Along With High 
Risk 
Compared with the , the attitude of the United States to Ali listed 
request was clearer. The United States did not follow HKEx 
which focused whether partnership structure was contrary to 
"same share, same right" principle, and their main concern was 
how to protect shareholders' interests and maintain market order. 
Information disclosure of listed companies in America is under 
strict supervision while the Americans are usually interested in 
lawsuit, which is very troublesome to listed companies. Compared 
with the US, the supervision of HKEx to listed companies is 
relatively relaxed. Although Hong Kong and the United States 
belong to the Anglo-American law, but the Hong Kong company 
law is more emphasis on equality while American corporate 
law pays more attention to freedom. Reflected in the corporate 
governance, Hong Kong insists on “same share, same right” 
principle while the United States respects company autonomy. 
The United States, focusing on strict supervision to information 
disclosure and legal relief right vested in shareholders, attaches 
great importance to private wishes spawning many innovative 
corporate governance structures. The “same share, different votes” 
arrangements in American listed companies are not uncommon. 
According to statistics, the proportion of listed companies that 
adopt “same share, different votes” mechanisms account for 6 
percent approximately so that there is no legal obstacle to Ali 
partnership structure in the US stock market. Although the United 
States does not prohibit listed companies operating innovative 
corporate governance, it’s based on the US sophisticated listing 
regulatory system as a precondition.If Ali is listed in the US, it 
has to face "Sarbanes-Oxley Act" which means quarterly and high 
standards disclosing a lot of information, stringent regulatory 
system and frequent class-action lawsuits, making Ali feel a lot 
pressure. Eventually, Alibaba Group successfully listed on the 
NYSE in the US on September 19, 2014.

III. Feasibility Analysis of China Adopting “same share, 
different votes” In Listing System

A. Legal Theory Basis

1. Corporate Contract Theory
Since the company concept was established, a lot of theories 

has revolved around the nature of the company: some argue that 
the company is a legal fiction, some argue that the company is 
licensed legal organization, and some argue that the company 
is the real presence of the entity. In the 1980s, faced with some 
plights such as “insider control” of the corporate governance, 
traditional theoretical corporate governance model revolved 
around management was seriously hit. Hence, those plights gave 
rise to corporate law scholars seeking a new path to explain the 
relationship between the internal subjects, thus a new company 
contract theory came into being. Corporate contract theory scholars 
believe under company contract mechanism, all of the formation 
of the company's internal relations are the result of contracts rather 
than a reality created by law. Mandatory provisions of national 
laws shouldn’t regulate the relationships between internal subjects 
because those can all be consensually established by contracting 
parties through free consultations and various games which is 
generally considered to be the most efficient. Thus, mandatory 
legal norms countries at most provides a model that is considered 
to be the most efficient by many companies. Furthermore, whether 
this model which only means an alternative example is to be 
adopted or revised by the company can not be made mandatory.
Corporate contract theory can well explain the rationality of 
partnership structure existence. The system is a combination of 
actually three sets of contractual relations: Firstly, partners led 
by Jack Ma, Softbank and Yahoo reached a contract over using 
partnership structure after Ali got listed. The reason why those 
three entities were able to conclude this contract was partners 
mastered Alibaba's core resources and technology, which was 
irreplaceable in professional managers market. Assuming that 
Softbank and Yahoo refused to accept partner system, it would be 
bound to causing confrontation and conflict between the partners 
and shareholders, leading partners may even to start all over again. 
This would endanger the survival and development of Alibaba, 
give rise to difficulties in being listed and eventually damage 
the interests of shareholders. On the contrary, agreeing to adopt 
partnership structure, Ali stock price would soar dramatically 
if successfully listed, so that shareholders can get high return 
on investment. Secondly, partners, original shareholders before 
Ali got listed and shareholders after Ali got listed reached a 
contract over using partnership structure. Seeing that Alibaba 
had disclosed partnership structure in prospectus detailedly before 
listed, investors in deciding whether to buy Alibaba shares would 
naturally consider the risks; moreover, investors once bought 
Alibaba shares indicating they identified governance structure 
and were willing to take appropriate risks. Thirdly, partnership 
structure that consists of selection, withdrawal, partners committee 
and partner’s rights and obligations is also a kind of contract, which 
arranges the internal relationship of partners to ensure partners 
play an active role in corporate governance.

2. Corporate Separation of Powers Theory
The concept of corporate separation of powers theory means 
that institutional arrangements and implementation of effective 
operation of the company, resulting in the configuration relied on 
corporate rational allocation of powers and checks and balances. 
The separation of powers will form the internal management 
system, consisting of clear accountability, scientific management 
and incentive and restrictive combination, which is the essence of 
operation of the company. In general, the decision-making power 
on major issues is exercised by the general meeting of stockholders; 
the board of directors wields the management decision-making and 
the business execution; supervision and inspection are possessed 



IJMBS Vol. 5, ISSue 4, oct - Dec 2015ISSN : 2230-9519 (Online)  |  ISSN : 2231-2463 (Print) 

InternatIonal Journal of ManageMent & BusIness studIes 27w w w . i j m b s . c o m

by board of supervisors or independent director. Above-mentioned 
three types of corporate powers are executed by three separate 
institutions, without unlawful interference and the formation of 
internal constraints.
First, the general meeting of stockholders which is composed 
of all the shareholders is the highest authority of the enterprise 
with ultimate decision-making power. It indicates shareholders 
as owners of corporate assets exercise the right to administer 
corporate properties. In general, all the major business decisions 
and significant personnel appointment and removal are effective 
only with the approval of general meeting of stockholders.
According to the articles of association, although partners have 
the right to nominate the majority of directors, only the general 
meeting of shareholders with the power to make final decisions, 
which means nominees must be voted by the shareholders to be 
appointed. “Although Alibaba's shareholders could turn down 
director candidates nominated by the partnership,the partnership 
would then go back to the drawing board and select new nominees 
for approval.” (Raymond Siu Yeung Chan and John Kong Shan 
Ho, at 172).The author thinks that the partnership structure does 
not break the principle of separation of powers. Although the 
candidate is not nominated by a shareholder in accordance with his 
stake, the power of appointments still lies in the general meeting 
of shareholders. The shareholders' meeting is entirely possible to 
veto any director nomination by partners, having restraining and 
deterrent effect on partnership structure.
Second, the corporate internal supervision mechanism. As 
to the mechanism, there are certain differences between the 
practices of the major countries of common law and civil law, 
but the ultimate same aim is to regulate the behavior of the 
board and the management thereby reducing agency costs. The 
subjects of internal supervisory mainly include shareholders' 
meeting, supervisory board typically in Germany and Japan and 
independent director typically in America and Britain. In China, 
joint stock limited companies must set up supervisory board giving 
oversight of managers’ executive activities and boards’ major 
decisions. "Company Law of the People's Republic of China(2013 
Revision)" specifies as follows: Article 118(excerpt) “A joint 
stock limited company shall set up a board of supervisors, which 
shall be composed of at least 3 persons. The board f supervisors 
shall include representatives of shareholders and an appropriate 
percentage of representatives of company’s employees. The 
percentage of the representatives of employees shall account 
for no less than 1/3,……No director or senior manager may 
concurrently act as a supervisor.”. Partnership structure consists 
of clear operational requirements which are taken as the basis of 
enforcement by Alibaba Group supervisory board, so that related 
personnel can be imputable once violations occur. In addition, 
shareholder action system also deters the management violations 
such as the US shareholder class action playing a positive role in 
the maintenance of the rights and benefits of minority shareholders. 
If partners violate the rights and interests of minority shareholders, 
one successfully supported class action will bring about a very 
serious blow to Alibaba.

3. External Corporate Governance Theory
The so-called external corporate governance refers to the 
governance of external corporate operation environment, which 
includes the governance of market economic environment and legal 
environment, aiming to create the institutionalized, legalized and 
efficient external environment for internal corporate governance, 
setting up assessments and constraints to conduct the company 

and management in order to promote corporate internal subjects 
operating under the framework of the law and bylaw, eventually 
maximizing internal efficiency and benefits. The power of external 
governance is mainly from aspects of the creditors, government, 
laws and regulations, the public, the corporate control market, the 
product market and the manager market. This paper analyzes the 
supervision of corporate control market in brief. Corporate control 
marker refers to achieving control of the enterprise through the 
collection of equities or voting proxies to reach takeover and replace 
bad management purposes. If the business due to the poor capacity 
of managers leads to poor performance, the stock price usually falls 
giving rise to higher probabilities of takeover; once the takeover 
succeed, the incumbent managers will be faced with the risk of 
unemployment and loss of reputation. Therefore, the existence 
of corporate control market makes incumbent managers face the 
threat of takeover, forcing them to improve the governance and 
corporate performance. Partnership structure that has weakened 
the external governance effect is briefly mentioned above, but 
weakening  is not the same as ruling out obviously. If the Alibaba 
stock price decreases because of partnership structure’s improper 
control of the company, partners team led by Jack Ma will not 
ignore definitely; for the company's interests and development, 
management personnel certainly will be adjusted in order to solve 
the problem. What mentioned above indicates the supervision 
and restraint of corporate control market have effectual effect on 
partnership structure.

B. Oversea Successful Practice

1. Dual-Class Share Structure
With the further opening of the capital markets, the corporate 
management is eager to continue maintaining its control over the 
decision-making power with company’s capital scale expending 
which the general equity financing can not help. In allowing 
companies to classify their share voting rights legal framework, 
dual-class share structure formed through the issuance of shares 
with different voting rights can achieve effective control of the 
company after listed, to provide the founding shareholders and 
the controlling shareholder with an effective path of avoiding its 
stake diluted. A dual‐class share structure continues to be used 
frequently in listed firms around the world; one‐fourth of the 
largest European firms and between 6% and 10% of US listed firms 
have dual-class shares(Benjamin Maurya and Anete Pajuste, 32: 
355-369).The US capital markets respected corporate autonomy. 
As long as the articles of association based on information 
symmetry are signed of participators’ own accord, it will have 
the force of law and without much state intervention. “Model 
Business Corporation Act” rules that “Articles of Association 
may authorize one or more categories or series of shares having 
special, conditional or limited voting rights or no voting rights, 
unless otherwise provided in this Act”. Thus, the listed companies’ 
innovative corporate governance mechanisms will not be bound 
by law enforcement, of which the dual-class share structure is 
the most typical. Apparently, dual class share unifications per-se 
have a positive effect on long-term firm valuation. In fact, when 
we examine the overall sample of unifying firms, we also find a 
positive long-term valuation gain. This suggests that in general, 
and despite of the suspected financial tunneling activity, voluntary 
dual class share unifications are beneficial for the public and should 
be encouraged(Beni Lauterbach and Anete Pajuste, at 184).
According to the dual-class share structure, the company's shares 
are divided into A and B two classes; class A shares (common 
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share) held by general shareholders with only one vote right per 
share; class B shares, also known as super-voting shares, usually 
held by company founders and senior managers, with 10 or even 
more vote rights per share; in addition to voting rights, other rights 
of class A shares are not less than the class B shares; moreover, 
in order to prevent the super-voting shares from being sold to 
seek control power, the articles of association usually regulates 
that the super-voting shares shall not circulate or once circulated 
are automatically converted to common shares. Dual-class share 
structure is an effective connection of management innovation 
and the capital market, satisfying certain companies demand of 
innovative corporate governance. “Technological companies also 
prefer dual-class share structures because they allow founders to 
raise capital without surrendering control. Google's IPO in 2004 
involved two classes of shares. Before Facebook went public in 
2012, it too created two classes of shares”(Raymond Siu Yeung 
Chan and John Kong Shan Ho, at 159). According to statistics, 
about 6 percent of the US companies have been practicing this 
ownership structure, whose market capitalization account for 8 
percent of the US total stock market capitalization approximately. 
American dual-class share structure is running well. Yet dual-class 
share structure could enhance the value of certain types of firms, 
particularly those firms in which the reputation of the incumbent 
is high(T.J. Chemmanur and Y. Jiao, 305-19.). In addition to the 
sophisticated legal system and a superior legal environment, strict 
information disclosure mechanism and developed class action 
culture can counterbalance the negative effects brought about by 
“same share, different votes”.

2. Class Action
In the securities area of civil infringement, in addition to traditional 
litigation methods, the United States established class action which 
is based on the "implied right of action" theory. Class action refers 
to a situation where uncertain parties who have the same fact or 
legal relationship are fiction as a group of which one or several 
persons taking legal action is deemed on behalf of the entire group 
meanwhile the judgement is effective to each individuals." Class 
action adopt the "implied participate, express exit" principle. 
So long as investors do not waive the right to participate in 
the proceedings expressly, any one with same conditions does 
not take the initiative to participate in the proceedings can be 
similarly compensated if other investors receive compensation. 
This system is suitable for securities tort disputes (such as false 
statement group dispute) of the uncertain number of parties and 
numerous investors' interest, having multiple effects on protecting 
medium and small investors’ interests, deterring illegal activities, 
promoting corporate governance, and reducing judicial resource. 
In 1938, the United States "the Federal Rules of Civil Procedure" 
Article 23 regulated the specific applicable types and conditions 
of class action. Through several important changes and revisions, 
till introduction of the "Class Action Fairness of 2005", the United 
States has formed a very sound of the class action. On February 
4, 2015, the Robbins Geller Rudman & Dowd LLP launched a 
class action lawsuit alleging that Alibaba failed to disclose the 
information of a meeting with State Administration for Industry 
and Commerce before the IPO. No matter the results of this 
class action were reconciliation, win or lose, Alibaba had been 
feeling the pressure with its stock price fell resulting in $ 11 
billion market value evaporated in a week. Therefore, we can 
see the US securities class action is playing a very good role in 
regulation and deterrent for Ali.

3. Strict Information Disclosure
The American laws and regulations of securities are most developed 
all over the world, and provisions on information disclosure system 
are the most sophisticated. The US securities market is know as 
high standards of information disclosure, and its motto is “when 
companies securities are for public offering, potential buyers 
should be given the relevant financial details and other important 
information, in order to enable them to make informed investment 
decisions.”. Regulatory myth of the US securities market was 
shaken by the bankruptcy of Enron in 2001 and followed WorldCom 
and Xerox financial and accounting scandals. In order to cope 
with the severe crisis of confidence, the US Congress passed the 
“Sarbanes-Oxley Act of 2002” in July 2002, aiming to strengthen 
the liability of management of listed companies for information 
disclosure and its almost harsh mandatory information disclosure 
measures exerted broad impact. The company who shall perform 
the obligation of information disclosure are entitled to public 
offerings in the US, indicating the market rather than regulator 
decide what kind of company can be listed. The supervision of the 
US securities market based on information disclosure system. It 
can be said strict information disclosure system has been applied 
as “preservative” to the dual-class share structure in order to avoid 
"corruption". Information disclosure which is continually refined 
and supplemented by market practice has an effect on preventing 
fraud and protecting investors, to maintain the balance between 
investor protection and market efficiency. Although Alibaba 
partnership structure is different from standardized corporate 
governance structure, because Ali fulfilled the strict information 
disclosure obligations and thus got listed in the United States. 

4. Independent Director
The companies in the United States, Britain and some other 
countries only consist of shareholders' meeting and board of 
directors without board of supervisors, thus the independent 
directors actually perform the functions of the supervisory board. 
Independent director helps form a favorable balance mechanism 
for the board of directors, to enhance independence and effective 
supervision of the board of directors to deal with the "insider 
control" and maximize corporate long-term value. The United 
States established independent director system in early times. In 
1977, with the approval of the SEC, the NYSE required that each 
listed companies must set up an audit committee composed of 
independent directors within the deadline, which was independent 
from management; hence, it officially established the system 
under which independent director would be corporate monitoring 
authority. As to the different voting right shares’ issuance, the 
AMEX ruled that to issue different voting right shares must be 
approved by the independent directors. Although independent 
directors may have a potential or substantial prejudice, they can 
motivate management to actively operate the company and limit 
management to put their own interests ahead of shareholders. If the 
corporate interests are under unlawful attacks, the reputation and 
future careers of the independent directors are also very likely to be 
compromised. Therefore, independent directors on the one hand act 
as the company's external consultants, and on the other hand bear 
the risk and responsibility for management. Whether under China 
or the United States listing system, listed companies must select 
independent directors. As to Alibaba, its current board of directors 
consists of nine people, including Michael Evans, Tung Chee-hwa, 
Jerry Yang and Walter Kwauk four independent directors. It can 
be an effective supervision of independent directors to coordinate 
the conflict of interest in partnership structure.
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C. Relevant Provisions of China’s Listing System
Preceding part of the text mentioned three main regulatory 
instruments of the US Securities System for the "same share, 
different votes" structure of corporate governance, this chapter 
also outlined the representative litigation system information 
disclosure system and independent director system of Chinese 
listing system, trying to analyze the feasibility of China's existing 
listing system accepting the corporate governance innovation.
Firstly, the representative action system. The interests of minority 
shareholders of Chinese listed companies are usually and mainly 
damaged by controlling shareholders. In China, many listed 
companies are facing the situation of high ownership concentration, 
which is easy to form internal control and weaken the functions 
of the board of supervisors and the board of directors. As to small 
shareholders, in addition to regular individual action and joint 
action system, “Civil Procedure Law of The People's Republic 0f 
China” also clearly ruled representative action system of uncertain 
number of parties which is similar to the US class action system. 
Hence, there are no legal obstacles for minority shareholders to 
safeguard their own interests through a certain mechanism like 
the US class action.
Secondly, the information disclosure system. Compared with 
other domestic legislation, information disclosure of Chinese 
listing system is more specific because of more reference to the 
internationally accepted norms in order to improve disclosure 
standards, having been basically with international standards. 
Although China has achieved some success in the construction 
of China’s information disclosure system, illegal information 
disclosure cases of listed companies have been repeated in practice, 
resulting in some problems such as false information disclosure, 
inadequate information disclosure , untimely information 
disclosure and so on. 
Finally, the independent director system. Overall, although the 
independent directors of Chinese listed companies have played 
a certain role in weakening internal control and safeguarding the 
interests of minority shareholders since it was established, the 
system has not achieve the desired results. First, independent 
directors in China lack independence. Independent directors 
are nominated by major shareholders which will affect the 
independence of independent directors. Second, the provisions 
for the qualification, hiring, duties, training, etc. of independent 
directors are relatively clearly defined, but only very few clear 
provisions for accountability and evaluation of the merits of their 
of performance. Finally, many independent directors are retired 
officers and experts in certain areas, who are elected because of 
their resources reserves and expertise rather than independent 
supervision.
The author thinks, China's stock market started late with historical 
issues obstacles in the way of the development process. Although 
there are still many problems, after all years of development and 
improvement helped form “Company Law” and “Securities Law” 
as the core, administrative regulations as the expansion of the 
listing law system on the whole. The US stock market allows 
“same share, different votes” innovation of corporate governance 
relying on information disclosure system, the independent director 
system and the class action system which are also clearly defined 
and specifically practiced in China. Hence, so long as these Chinese 
systems above developed to be more clear, optimizational and 
refined are strictly executed, China's listing system to allow listed 
companies to adopt “same share, different votes” operations is 
only a matter of time.

IV. Conclusion
Considering the legal theory basis, oversea successful practice 
and relevant provisions of China's Listing System, China's listed 
companies have feasibility of being allowed to adopt “same share, 
different votes” innovation of corporate governance. 
However, seeing that the highly opened US securities market with 
“full disclosure, caveat emptor” principle have sufficient judgment, 
people who have autonomy in investing certain companies adopting 
dual-class share structure are benefiting from slight mandatory 
intervention. Innovation is based on rational investors, strict post-
mortem supervision, sophisticated information disclosure and 
superior legal environment.China's current capital market is still 
in the process of improvement along with the existing problem 
of high ownership concentration, rational and risk-conscious 
investor group having not yet formed and the social credit system 
emphasizing the credibility of the supremacy still being built. 
Corporate and securities laws and relevant regulations whose 
focus of investor protection mechanism are not perfect in China 
thus small investors are in a weak position; if the government 
allow listed companies to issue different voting shares, the rights 
of major shareholders are strengthened while medium and small 
investors are bound to be in a much weaker position. Therefore, 
from the fundamental point of view, China currently refused to  
accept partnership structure not because of the system itself but 
China's current legal system and regulatory environment problems. 
Hence, China is not yet qualified to allow listed companies to adopt 
“same share, different votes” innovation currently.
From the perspective of China mainland and the Hong Kong 
securities markets long-term development, if we do not make 
better improvements to the listing system innovation, more 
and more Chinese companies will abandon domestic securities 
market and turn to foreign ones for financing, which is extremely 
negative to long-term development of the domestic capital market. 
Author thinks that China should explore innovative matching 
system according to the status and characteristics of domestic 
enterprises, capital market and legal system, and actively learn 
from the US stock market regulatory practices and corporate 
governance, as far as possible to maintain a reasonable balance of 
corporate financing and investor protection and gradually improve 
the competitiveness of China's securities market in continuous 
exploration and practice.Related institutions should focus on the 
improvement and innovation of current information disclosure, 
representative action and independent director systems, to pave 
the way for innovation of corporate governance, and eventually, 
China will follow the United States and other developed countries 
to allow listed companies to adopt "same share, different votes" 
innovation of corporate governance.
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