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Unilateral Modification of Administrative Agreements and

Compensation

ZHAO Yue
(Anhui Guoyun Law Firm, Hefei 230000, Anhui, China)

Abstract: The power of administrative organs to modify administrative agreements unilaterally distinguishes such
agreements from civil contracts, and is the most contested institution in practice. Administrative organs often invoke public
interest to modify the content of agreements, while counterparties argue that the modification lacks basis and the compensation is
insufficient. Courts face three difficulties: how to review the public interest ground, since formal review renders the power
nominal while substantive review raises the question of judicial capacity; where the limit of modification lies, which terms may
be changed and to what extent; and how to determine the scope of compensation, whether only direct losses or also expected
profits. This article argues that the public interest ground requires dual review of legitimate purpose and necessity of means,
measured by proportionality; that the limit of modification lies in the equilibrium of core performance and counter-performance,
so that terms concerning the counterparty's basic subsistence or major investment may not be modified unilaterally; that
compensation should be based on reliance interest, covering actual expenditure, lost opportunities and reasonable return on
investment, measured by the profit-sharing mechanism stipulated; and that procedurally modification requires notice,
consultation, a written decision and reasons, without which it has no effect.

Key words: administrative agreement; unilateral modification; public interest; proportionality; reliance protection; scope of
compensation
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