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Reconstruction of the Authority of Board of Directors:

Based on the Logic of “Mezzanine Agency” and Realism
JIANG Da=xing
( Law School Peking University Beijing100871)

Abstract: The popular view is that China should change from the centralism of shareholders’ meeting
to the centralism of board of directors. This judgment does not fully consider the phenomenon of “proxy
power sinking” in China’ s corporate governance practice. The organizational structure of China’ s
company is a kind of mezzanine structure in which the board of directors resides between the
shareholders’ meeting and the managers. This mezzanine decision-making mechanism leads to multilevel
decision-making and low efficiency. There are at least four levels of of agency within the company
therefore the organizational law should be involved in the adjustment of multilevel internal agency
behaviors. Although the board of directors has significant legal power it has long been “formalized” in
fact. Many business decisions of the company are made by managers rather than the board of directors and
it is common that “decision makers are not managed” and “managers are not responsible ”. Maybe we
should liberate the board of directors from day-to-day business activities and devote them to strategic
improvement and management appraisal and to keep shareholders’ meetings away from specific
operations. Therefore the Company Law should strengthen the operation decision -making power of
managers. It is better to recognize the “manager centralism” rather than “board centralism”. In order to
maintain the resilience of the organization it should also be allowed to amend the statutory authority of
corporate institutions by means of articles of association resolutions of shareholders’ meetings or
resolutions of the board of directors and shareholders’ agreement so as to maintain the resilient structure
of the corporate governance.

Key Words: board of directors; shareholders’ meeting; management; authority; mezzanine agency
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