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The Allocation of Powers between 
Shareholders and Directors 
Who Should Decide Directors’ 

Remuneration?

Ching-Ping Shao *

Abstract

There is no more basic question than “who decides” in corporate gov-
ernance and this issue has been one of the focal points of recent revisions 
of Taiwan Company Law (“Company Law”). While the board’s role is 
now much emphasized and a regime of “shareholder primacy” is gradually 
transformed into one of “director primacy,” some corporate matters are 
still reserved for resolutions in shareholders’ meeting. As observing the 
“paradigm shift” in the Company Law, one cannot help but wonder why 
such matters are so particular and not suitable for the board to decide. 

This paper focuses on one of such matters—setting directors’ salaries. 
Article 196 of Company Law requires that directors’ salaries should be 
decided in the corporate charter or the shareholders’ meeting. Based on the 
prevention of conflicts of interests, such Article is well received among 
corporate law scholarship and has been untouched in the wave of legal re-
forms. As looking into the inability of shareholders as a group in decision-
making and negotiating, this paper challenges the theoretical soundness 
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and the practical feasibility of current rule on directors’ salaries. It is there-
fore proposed that the Company Law should formally recognize the 
board’s power on such matter in order to meet the practical needs and 
regulation purposes. 

Keywords: Director Remuneration, Shareholder Primacy, Director Pri-
macy, Conflict of Interests, Duty of Loyalty 


