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WM AND MARY L. REV. 79, 110 (2001).

121 See Michael Klausner, Corporations, Corporate Law, and Networks of Contracts, 81
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Klausner, supra note 121 at 814 (“Thus, if alternative contract terms are not very open

ended, do not refer to common practices, do not entail complex legal services, and are
not difficult to market, the likelihood of network-driven suboptimal equilibrium is
low.”).
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Regulatory Models and the
Construction of Corporate

Governance Regimes
—Implications from the Variation and the

Constancy of Cumulative Voting (2)

Ching-Ping Shao’
Abstract

In recent years, legal reform on corporate governance has been ag-
gressively pursued in Taiwan. However, the modification in the legal
model is often simply to borrow foreign laws and regulations without
paying attention to the norms of the business community. Besides,
lawmakers and administrative authorities might not be able to accu-
rately recognize the interrelation between various regulatory means and
business practices. Under such circumstances, the effect of legal reform
is far from certain.

The observation of the interaction between legal rules and norms
in corporate governance leads to this paper on cumulative voting. In
view of the protection of minority shareholders, cumulative voting is

believed to play a significant role. The institution of this voting mecha-
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nism has also attracted much attention in comparative corporate gov-
ernance. In Taiwan, cumulative voting was before required in Article
198 of Company Law. Since the law was amended in 2001, permissive
cumulative voting has been put in place. It is worth noting, however,
that the change from mandatory rule to permissive provision does not
bring about the transformation in business practice. Most, if not all, of
Taiwan’s companies still employ cumulative voting to elect their direc-
tors and supervisors. After analyzing the causes responsible for the
variation and constancy of cumulative voting, this paper would not only
offer reflections on the change of mandatory cumulative voting, but
also make suggestions on the future of cumulative voting in Taiwan’s

regulatory structure.

Keywords: corporate governance, cumulative voting, straight voting, nexus
of contracts, transaction cost, network externality
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