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ABSTRACT

Taiwanese government introduced the US-originaltedependent Directors”
system in 2002, in order to enhance the corpor@tergance in Taiwan. The first
mandatory rule appeared in the listing rules ofwba Stock Exchange and Over-
the-Counter Market, requiring new listing corpopas in both stock exchanges to
appoint independent directors. After the amendroéBecurities Exchange Act in
2006, which officially incorporated the system it statute, in accordance with
the authorization from the Act, Financial SuperyysGommission issued a rule
requiring certain public-traded companies (mosilgé capital or financial
company) to appoint independent directors on ihaards. Taiwanese government
created a mixed structure.in which most compamedrae to adapt the system;
meanwhile certain companies‘are mandated to-do so.

The path of development of independent directoriraesm in Taiwan is
different from that of the US. The US system hasoentered various historical
events and change of thought, such as a monitboagd restatement, judicial
support for the implementation of independent dines; and shareholder value
maximization, etc. All these events pushed independirector to be a major
component in the corporate governance in the UrStates as it is today. Those
differences aside, few studies have been doneciedigeabout the factors that
contributed to the implementation and the use isfriew mechanism in Taiwan.

The thesis starts with the evolution of the USeystvith the intention of
looking at how certain situations spurred the sydie grow in the past. It then
continues to analyze the data of the implementatfdhe system in Taiwan, in
order to find factors that affect the distributioithe system. With the extensive
data analysis, the thesis aims at providing furtivections for later corporate
governance policy adjustment.
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To all my dear friends who have been so suppodilvine way, | thank you so
very much. | specifically wrote this part because guys are just better in English.
Yeah | almost feel jealous sometimes.

Erika, you know you have to be in the top of myntkgou list. We have
formed this English-oriented team since the fiesiryalong with Jay. But beyond
that, we took the cram school courses together,ailser overloaded courses in the
last 2 years. Couldn't have done this-without yoank you so much! We will visit
El Salvador one day | promise.

DF, thank you for your fully-support even you wewefar away in the UK. The
library is so helpful even though | didn't'get awcbe to visit when | was in
Manchester. Thank you for the helpful and promgsiations and proofreading
when | was freaking out. Oh; by the way, thank goumuch for being such a
decent guide when | escaped to Europe last yetso tA Phoebe in Germany and
myself being such a great.companion. True story.)

Dr. Knut Eichler, | would write this'thank-you nateGerman if | have been
continuous improving my German. Working for youBASF for almost 4 years is
my best working experience | could ever ask. Theedence has expanded my
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18

Id.
19 J.DAUGHEN & P.BINZEN, THE WRECK OF THEPENN CENTRAL 290, 336 (1971) ##5[[5 Seligmansupranote 16,
at 330.
20 5ee, e.gRobert J. Coldnsurance Fraud Charged by S.E.C. to Equity Fundhgy. TIMES, April 5, 1973, at 1;
LTV Recounts Its Many Ill8us. WK., Dec. 19, 1970, at 42; James E. ByAmpex Expects $40 Million Loss for
Fiscal 1972 WALL ST1.J., Jan. 12, 1972, at 4; James E. Bylime Music Stopped: How Ampex Saturated Recorded
Tape Market and Got Soaked Its&MaLL S1.J., Mar. 9, 1972, at 1.
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2 Graham v. Allis-Chalmers Mfg. Co., 188 A.2d 12801(Del. 1963).

22 SeeFEisenbergsupranote 15.

23 ABA Comments on Corporate Lay@orporate Director’s Guidebogld3 Bus. Law. 1591 (1978).

% Business Roundtabl@he Role and Composition of the Board of Directifrthe Large Publicly Owned
Corporation 33 Bus. LAw. 2083, 2087, 2092-93 (1978).

% Seligmansupranote 16, at 338.
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fff# (hostile takeoyvey =8 4> AP B RVES » 198045 2L
ZRWE (friendly deal) &+ - HEEBBCENLUVBERE RS - F R
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% Sedd.; see alsdGordon supranote 5, at 1519.
" Business Roundtablsypranote 24, at 2108.
% Gordon,supranote 5, at 1520.

* Sedd. at 1520-23.

301d. at 1521.
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PRI - IEREH T EEALETE ) MEDIEERCREE R ER A B2
PHIEEZRMAEEES  ERAREETHENTE - DRRAETNS © &2
BB EE R R E IR H IS ERRAT T, - B SEEIHY T 5 AUE R

4.

%2 See, e.gWarren A. LawA Corporation Is More than Its StocKARV. Bus. REv., May-June 1986, at 80,

81.
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% o DUT TSRO ERN B E R b i T A e =R g
PR A SR S Do S B T

1. Unocal Corp. v. Mesa Petroleum €.

REEAE Unocal A =] (FifE Unocal) - #JF & MesafuliA =] (R
T Mesa) 3T - AN Unocal—(EE ZE &K - sz et (bt ¥
Mesafzt Z TS MoK - UnocaliE& =& 50 Fy MesallysTa (A H
NEIER - R R ERREE - HEkst T —AE SRR E &
= AETER T 41 MesaC Ut T 500085/ UnocalfSe - il
Unocal A—% 72 70 2 [EF& R HA RS MU 2 BESE - TELAEETTE

3 Gordon,supranote 5, at 1521-1522.

3 SeeMICHAEL USEEM, INVESTORCAPITALISM : HOW MONEY MANAGERS ARECHANGING THE FACE OF CORPORATE
AMERICA (1996).

% Unocal Corp. v. Mesa Petroleum Co., 493 A.2d 32€.(1985).
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£ 13frEEy EHgY BN e HEEg BirEsSs
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DIRSHERER Y RBESEE—B0@E » DINEE R
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ER IR R T EEN TEIIEE RS, ZEEG 0 WE
TEE R eSS o FEH T E B A R B A I B
A R B

. Moran v. Household International; IAt:

MoranZZHijEi UnocalZ A [5] » 5L Unocal,\ 52 ¥ Mesass 5117y
HtiEE % - Household International] ( % Household i@ FE K]
T3 FEF o M ARERNE IO 2 2 = (i 7 & MoranfIlZ Household
Hp—{irss - Heg 2 A\ B Households i i (B #H (S HYIREE
FEARIEHL - T HouseholdE S 1 i i LY BRI RS - B E
DN FEIHHRAEIRHE T - HOSEE T B ER BN S - EE g8
MBS BRI SFEm1E - FEMOFEEE NGB » 2848 T HER]
J7%E » Moran - % 1 sk v B OF =2 - Households 55 &/
HEEZ RN T R EIR B S S I Z #ls - ZRIM R AL FLY M= ARl
At HIET - Bl R THP S CLAEERR [ AT - B SRR
R R SR Y TR - AURAUE RNV T
Bt » 9IEHR Unocal 5 Al » E=EG BRI EG 2 iz - A EH

361d. at 954.

37 Gordon,supranote 5, at 1524.
3 Moran v. Household International, Inc., 500 A.Z#6 (Del. 1985).

%°1d. at 1350.
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3. Paramount Communications, Inc. v. Time, Ac.

FAREY Time Z& 2 M A (R » ZEfhrp TimeVE S - it
Paramounbiffe ~ Bl il 2s « iE B A S 2 mE - T8I E
BB EE DB R A (S A 5T
Paramount et /N EERHE > -

MMEL - AR Time BEEHATAE " HeiA (Just say
no) , ¢ HEHERENG MISEA  $— DSBEIEER
HEZ R BRI AGE S A HE 2 &8 52 SEEI
HEEAFHEENRE  F= > SUIBIIEEA SHAE AR -
WE—2 > A EBEZUEE A ERE - BIESHEIIE Z R
FEE 7280500

1B BRI RERFTAEZ KRENHGE) - DS AT FTaiE sk B4k
HZ OISR > BTl A AVE RS RCR EE Ry A S 2 i AR
NERE AR - BURSREER SRR AATTEEE - BEIRE LA TR
RSB L - FrER 2T R T R et o M E DL ERTR i

0 paramount Communications, Inc. v. Time, Inc., B72d 1140 (Del. 1990).
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SR SR EE A E N IR« AE 19904 - BEXREI T AEHi/E
& KOs AN SR RGN E & - ERESINEE A S
R o

AN > RSB H ERPOAEUDE Enfe o —(EFA - 2R A= EHY
ENBEERPA R S B AN - [IERTE - A At N w4 A HYRER
DR EE RIS s L AN GERS L 2 R A ]
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BB G T B A QR R - DU R (E(E - CERE— A
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“1 Gordon,supranote 5, at 1527.

*21d. at 1527-28.

“3|d. at 1528-29See als®ernard S. BlackAgents Watching Agents: The Promise of Institufiimaestor Voice
39 UCLAL. Rev. 811 (1992).
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72 R RE DR o A 19924 % 20004FH » FEET AT A E A
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2. TRz ;

— AR - B B E SRR E A TR &L AT RZ
T WE M EGEERCREE - - BB BRI oAl - BT
TR R SR A S R EE T (E _EAY - A SR SE T AR -
TEARFAH AR - SRS - — () ESHRRlfet - 2EkAT
2500k /A E]H 0 [ 19954E % 20014F408%  SKIRRIZE T 53%:
MEHERAFFRH AL (performance-based|ii I KHARIEER] » Bl T
130%-° 554b - AERE ILSEHIE AT ROKHALL S » 400L 19955 K

4 FRANK H. EASTERBROOK& DANIEL R. FISCHEL, THE ECONOMIC STRUCTURE OFCORPORATELAW, 9-11 (1991).

> Seeleffrey N. GordonGovernance Failures of the Enron Board and the Neéarmation Order of Sarbanes-
Oxley, 35 GONN. L. Rev. 1125 (2003).

“6 Gordon,supranote 5, at 1530-35eeKevin Murphy,Explaining Executive Compensation: Managerial Power
Versus the Perceived Cost of Stock Optié@sU.CHI. L. Rev. 847, 848 fig.1 (2002).
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FHVEETT - SEEIRYAR A EIMEEE - S8 1998F 1R AT T R
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EARISHARNRE) - BT RS R

Fred s g% 4E (golden parachute - EHS¥ITRIEHE(ER L 2 B -
HEGETIT RN iR 72 (severance packageo = I gAY
AR TR - =Ryl B =R ALF ~ A H > BAEEEK
LR > SRR (S FIE R A YaE > AR e (L B HE MR
S B AR ARG T /B E T EHIE AR R - 44
TEITRAVHHE - (BRSBTS > AE5ERE:
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" Chuck Lucier et al., Booz Allen Hamilton, In®yhy CEO's Fall: The Causes and Consequences obVermt

the Top 3-7 (2002)available athttp://www.boozallen.com/media/file/110173.{tHst visited June 20, 2010).

“8 Steven N. Kaplan & Bernadette A. Mintdtipw Has CEO Turnover Changed? Increasingly Perforoea
Sensitive Boards and Increasingly Uneasy CE®B$4 (Nat'l Bureau of Econ. Research Working P&jme W12465,
2006),available athttp://mirror.nber.org/cgi-bin/sendWP.cqgi/18845085012465.pdf(last visited June 20, 2010).

9 Kathleen A. Farrell & David A. Whidbeémpact of Firm Performance Expectations on CE@buer and
Replacement Decision36 JACCT. & ECON. 165, 166-167, 175 (2003).

*0 Gordon,supranote 5, at 1533-34.

°1|d. See alsdleffrey N. Gordon'Just Say Never?" Poison Pills, Deadhand Pills, &tdreholder-Adopted Bylaws:
An Essay for Warren Buffett9 GarDOzOL. Rev. 511 (1997).
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*2 |_ucian Arye Bebchuk et alThe Powerful Antitakeover Force of Staggered Baaftigory, Evidence, and Policy
54 SraN. L. Rev. 887, 926 (2002).

%3 Gordon,supranote 5, at 1536.

¥ SeeMichael C. Jensen & Kevin J. Murphgemuneration: Where We've Been, How We Got to Ménat Are the
Problems, and How to Fix The®® (Harvard NOM Working Paper No. 04-28; EuropeangOrate Governance
Inst., Finance Working Paper No. 44/2004, 2094ilable athttp:// ssrn.com/abstract=561305.
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%5 Gordon,supranote 5, at 1537.

% Seeleffrey N. GordonExecutive Compensation: If There's a Problem, V8lihgé Remedy? The Case for
Compensation Discussion and AnalyS§i8 JCORP. L. 675 (2005).

" Gordon,supranote 5, at 1538.
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*8 Business Roundtabl€rinciples of Corporate Governan&e(2010),available at
http://www.businessroundtable.org/sites/defautfiiBRT%202010%20Principles%?20Final.pdf.
%9 Gordon,supranote 5, at 1539.

%91d. at 1539-40.
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®1 Gordon,supranote 5, at 1478. (Defining outsiders as those Wawe no significant personal holdings in the
company even though they are associated with baniékerage firms, insurance companies, and otlveistiment
companies;...are executives of other organizations;are primarily public figurestjuoting fromSranLEY C.

V ANCE, BOARDS OFDIRECTORS STRUCTURE ANDPERFORMANCEDS (1964))

2 ABA Comments on Corporate Lawspranote 23, at 1619-20.

8 NYSE Inc., Listed Company Manual § 303 & supp.g3Q

% Sarbanes-Oxley Act of 2002 § 301 (codified at 15.0. § 78j-1(m)(3)(B))iLi& affiliated personfaEFH 1

Rule 10A-3T » £2 5 "RAB A, HIAATZHEHJ] (control) il ZfRH - EZEDUSFRLEL G Ry HIETALRE -
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A. NYSE Listed Company Manuel, Section 303A.02:(a)

B o QIRIRATAL - ARSI AT EOR A E R R s 5 2 L
RIS iai2 A ol RVA e O 1 1w S A RVA oI v s i
36 S FT A EE R —(E&E—HYRERY - RESYI L P A BRI 25 fE1 28 - 5K
FHNFEINERRIG - Hit - SMEREAFEETE " HE2H
fHEEEBLEIL (all relevant facts and circumstanges 1% » {7
JE ° S SRR AR A R ERENEE » Bl E
1M e

B. NASDAQ Listing Rules 5605 (a) (2)

A S RUE B ILE S A SRy L% A F S E A 2 488 B
R LN ERERETAE T THEILTERE R, 2Rk

A o TERRY - R T EEGRE ) 28 o BIER AT
KA E e L ARG B e - R iE S A v B AR Al
EREENTEES (IM-5605. Definition of Independenee Rule
5605(a)(2) ° 54 > AL SO IR A PRER DA ACH e 1 2 ARE

ERTRATES T BN ) ZHETRE - EhAFET R ERAREE TR
AIPLT DT T e ) It m N EE N o (ERE A A RS T R
RiE 2 AEIR - HUA RIS N 5 2\ TR A B LA 300H F ] 3% B

FINVEEIR By ZFRA o EREERFRERTS 10%2 A - ZHEE A S EPERT) - (BRI RS 10%2

A A RE R Ry BRI RS B T AT AR - JRREEE 10%Ri e 2 A » WA E HE A 5] B4
77> 17 C.F.R. § 240.10A-3

Wb E e E BT AN S E B G REEEERRSN  MIE R E RN AR T R o Bl
el Z WS eRi R ~ S L NFA SR - KEKER % - BRI (%% - SeeNYSE Inc., Listed Company
Manual 8303A; NASDAQ, Listing Rules 5605(a)(2ge alsBRUCEF. DRAVIS, INDEPENDENTDIRECTOR S
GUIDEBOOK, 14-26 (2007).
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& o B T RZIERC RITERrA AR T AR 2t EFET R R g > H
Y AVALL i1l o

SNZ E e E s ARG - SECH 1992F 0K A\ T8 S5l
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% Gordon,supranote 5, at 1490.

571d.

*1d. at 1491-923 2 B/ NERE T BIL Y $E -

51d. at 1492.
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0|d. at 1492-93.
X AMERICAN LAW INSTITUTE, PRINCIPLES OFCORPORATEGOVERNANCE ANALYSIS AND RECOMMENDATIONS
83A.04 reporter's n. 1 (1994).

2 AR A PRI BT A EINVEREEIR AR A Y AR R E Y (ARSI R
Wz EAERRERAZEY  AIWVAHZES G PAET EEEM > - SeeNYSE Inc., Listed Company
Manual 88303, 303A; NASDAQ, Listing Rules 5605(d).
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"° BB (B S st AR > 50 - 254 Easterbrooksupranote 44; SR - %55 50k 0 H 41-42 (2000)
E05 0 [ ElES 0 H 20-21(2008) -

" Organization for Economic Cooperation and DeveleptnOECD Principles for Corporate Governance, 37-2
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8 OECD Principles for Corporate Governansepranote 77, at 25.

®1d. at 17.
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