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Abstract: How the corporate powers are divided between the General Shareholders
Meeting and Board of Directors is a core problem of corporate law. In the context of
shareholder primacy and director primacy Chinese scholars believe Chinese corporate law
prefers the former while the latter reflects the trend of world. However the observation of
comparative law indicates that there is no uniform pattern across countries and possibility of
another interpretation of Chinese corporate law. As such the choice of way to separation of
corporate powers should appeal to functional reasoning and economic analysis instead of
foreign laws. Based on the principle of transaction cost reduction the kind of corporate
powers are assigned to the General Shareholders Meeting and Board of Directors properly after
comprehensive consideration of specific situations. At last the General Shareholders Meeting
and Board of Directors have the independent and reciprocal powers and improve the corporate

governance through mutual cooperation which is the meaning of theory of parity.
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