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[ Abstract ]

A Study on the Improvement of Corporate
Governance

— Focusing on the board of director system —

Jung, Jong—Hee
Advisor : Prof. Kim, Jae-Hyung Ph.D.
Department of Law,

Graduate School of Chosun University

Countries around the world are struggling to come up with economic
stimulus measures due to anxiety that the economic recession caused by
Corona from China could bring about a second global economic panic. Korea is
also embroiled in anxiety over a slump in all fields, including politics, economy,
and society, due to the aftermath of COVID-19. As a result, in a situation
where companies are shrinking and competitiveness with each country is
falling, more active corporate transparency and soundness are required for
Korean companies to have global competitiveness.

In order to create such a competitive corporate governance structure, the role
of a director who can provide sound criticism and supervision within the board
of directors and serve as the foundation for long-term management is the most

important.
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The Korean economy, which has achieved rapid economic growth since the
1960s, has revealed a vulnerability that companies have only grown in size in
response to the 1997 IMF financial crisis. After the 1997 IMF financial crisis,
there was a consensus that Korea should establish a governance structure to
ensure corporate transparency and efficiency.

Since the revision of the corporate governance law in 1998 and 1999, right
after the IMF financial crisis, it has been revised more than 10 times so far,
including the revision in July 2001, the revision in January 2009, the revision in
May 2009, the revision in May 2014, and the revision in December 2020. This
revision of the law was an effort to meet global standards for the governance
structure of corporations in accordance with internationalization.

In particular, the elements of Anglo—-American corporate governance began to
be greatly reflected in the system of the Korean Commercial Law, which
counted Japanese corporate governance. However, there is criticism in the front
line of Korean corporate management that the purpose of the law revision is
not being realized due to the management interference of the controlling
shareholder and the self-righteousness of the manager.

The reasons may be various, but the biggest reason is the practice of
corporate governance over decades and the dysfunction of the board of
directors system. In particular, it can be pointed out that the role of
representing the interests of shareholders is not faithfully fulfilled due to the
poor operation of the board of directors.

I think that the improvement of Korea's corporate governance structure will
not be impossible through institutional reorganization in which the functions of
the board of directors, which 1s an institution that constantly supervises
management’s job execution, can be faithfully implemented. In addition,
opinions are still divided on the concept and scope of governance, but in a
broad sense, it 1s viewed as a concept that includes all aspects of efficient
operation of a stock company, and in consultation, it means only a management

and supervisory structure.
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This study examines corporate governance in order to improve transparency
and accountability in corporate management. The ultimate purpose of this study
1S to secure the competitiveness and excellence of corporate management by
any improvement in the board of directors system.

It is also aimed at revealing how easing responsibility for directors
encourages autonomous management will under sound corporate ethics.

This is because it contributes to the establishment of a desirable corporate
governance structure and also contributes to the development of the national

economy by increasing the competitiveness of companies.

[Key Word]
Corporate governance, Board of directors system, Controlling shareholder,

Management judgment, economic development.
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The Board of Directors and Internal control, Cordozo Law Review, Vol. 19(September-november),

237 at 237 (1997).

72) Robert Clark, CORPORATION LAW, New York, Aspen Publishers (1936), pp.113-117.

73) £A4, “mlar IAPHAA Y FHAAICIA Y w3 Hol2AH wA” TAHY | | Al43%
2001.3, sh=7d3| A1 9] 3], 125W.

74) RMBCA §8.03.

5) Az, o] A 755W.

76) Richard S. F. Eells & Clarence C. Walton, Conceptual Foundations of Business 120 (1974).

7) Cox & Hazen, supra note 218, at 173.
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78) North Dakota Business Corporate Act §10-19-20.
79) Hamilton Robert W., Cases and Materials on Corporation. Including partnership and limited

Liability Companies, 7th Ed., St Paul Minnesota, West Publishing Co. (2001), p.386.
80) Melvin. A. Eisenberg, op. cit., pp.162-172.
81) Melvin A. Eisenberg, Corporations and Other Business Organizations 204 (8th ed. 2000)

_37_

Collection @ chosun



kA wlsre] BAbe A ol absl o] EA] on 2= V|dE e ek HAY
Aol A= F&aAY ol dFol wd IS A= 57T 7
E

o] F A E HAS =REy] f3 ‘A EA TV]FY F UMAE HeEga &

Y
£
ol
ol
N
&2
M
SN
oty
lo
o,
>
il
l
2,
ot
o
B>
N
)
X
o
X
O
~
Anj
A
k1
2y
L
ah
(L
tlo
m (

nlarell A Bl Ake] o]ALSl = Aol Aye] F-& qrAel whEhoR dhr whEhA
ojAbE] ol ol 7k X7} B ool A o] Fo] Mol Frial Aykolut Ao K& AL
2 Astar A gk, olALSE JfFsHA] obdetar Mol ojt dolE & 4 3l
ohed) ek geolu Ao K& qtAo] g AehA &= 3 dAdH o= =T
Al glol AAHE o e, Aaoly Aue] F& gt dA] o]ALs] o] FA|ol
gk 717bE Aol glukd dA] o]Abs] = Hojm 2 o] Hol| FAHojof gt o]
] ato] Aoy Ay P& pAlA G FakA e 3 I oE

=)
Al
1o,
Yo g
S
=
=
X
o
>~
=
e)
o
o
>~
-
(e300
I
rr
ol
r o
o
T
o
r o
1o,
x
I
=
2
©
2
)
hu|
=

o g 8T8 GAL AWNA SUF Aol Qe APl oA gl oAt
AF5E AR, Fal sake] olahs P el mAE A9 Gl FAA Tk,

= e olabe] shmoltt B, Fal sAke] o418 T A WE A5
A 89 AR Aol AH FQ olAE FHEGE G Aot Fue] R

82) Harold Koontz, The Management Theory Jungle, 4 Acad. Manage. J. 177, 178 (1961).
83) AFEA 9, AN, W% By BB R

84) Offical Comment to RMBCA §8.20.

85) RMBCA §8.21.

86) RMBCA §8.22.

_38_

Collection @ chosun



THoR o|x3] e ALY FZFE 3EY I7HAE &Y & UE)
g o]Abs] o] Aol #Ete] AFolu A F& Ao dFAS

A e Aol o AElY A EEIL FHHW BN olAke] o)

ol
-1

o

o
%
4

T o olAE e YR Bo oju] o] Ats Ao FHF oAb Fa A
of YT A0 NFATh HAW oA Y YA EZI} FEH o] 36| A o]
AL 8] ARRE Fa o] wrhs AL, el Sel W At /% A

Sk EIES

U, ol Abs] 8 Aol o gl whlel SAEAE AWoR dg &
2] g Akl el ukd) SALE BAG A5 G902 s gtk $a o
Qo AT oAb whH oAbl WelE zhA] FETEO

>
PY
©
©

2. =9

= Holl A w5 3= Aol 7h 9ot 92 o] ALE] =
A9 2 s FAE BE FYsta e 7 #ATFRE FHASgE HolA mara 2
< AF A LA oA A o] th )

G SAFH A F=AF AL AFF AL A oA} o o] ALE| e gl on
A3AFol ti gk 3|ALe] gl T o]Abs|olt). a2 Z|AMR ] et MFEE TE
3|ALE & 7K 3] AH(public company) 2t 3] # 3] AHAFA] 3] AF) (private company) 7t S
99 FIN 3| AFL] o] ALS] = H A 290 o] e o]AtE A E M%) H M I FH A

87
88
89
90

RMBCA §8.24(a).
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93) Carsten Jungmann, ‘The Effectiveness of Corporate Governance in One-Tier and Two-Tier
Board Systems - Evidence from the UK and Germany (2006) 3 ECFR 426, 435.

94) Az, Ao (), , A24F, ¥dA) 2021, 4579,

95) Companies Act 2006 § 154(2).
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100) Draft Model Articles for Private Companies, art. 3.
101) Draft Model Articles for Private Companies, art. 4.
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109) Companies Act 2006 § 160(1
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120) CDDA 1986, s. 11.

121) CDDA 1986, ss. 7(2A) and 8(2A).

122) CDDA 1986, s. 1A.

S N e o

10.

_43_

Collection @ chosun



2. oa8le £G12)

olArsl o] Aol W A Akek B ARl g A (bl eFRhe] o
7 Atk H A s A, BRGNS oAE o] Ao W] o w vkl
A = g de ostes shar vk e v AR o] ARZE 191e]al A atke] gt
gojut olatsle] Ao w 1915 ZIsto] oA} qlofof gha AEkA ofyd A
o= 9 Aol HEHA dar, FHolA AR o]rks]e] Aol A Al
WeEAE gom 190 ojA7E AT = Ut o] Abs] o] JAbA g2 o] A=
Hholl whe} o] Ab3] B efof A AT 4 lon, REEA] o]ALE] 3] ojel A AA T A
S Q FE A= =24

sNBIAbe] g, A (D)2 Ayko]l Ak wholl whEl o]ALS] oA HE= A
HAde] dHjz JAE AAstES ool v

of ARz o] A2 Z} o] AbE Fhr 120 FINSEIALY] A A9 (officer)?] o] A
7F olAtEl o] Afe 87k AT WHEA] oA E A stofof FITEIZD o] ALE
E o= A AIZe Aska zb o] Abell tiste] FA]stolof k. 3 U3}
3lo] AZtE A wol= olAte & A shs A= olAFR|ollA Ao AR e X
ol whel 7hed B2 olxbh AT ¢ U ESF wEste]of hi®) A E A=
MHo®w o da+= flott ZF oJAbe] &4l (communication)s 8] oF gt} 129 A
HeA= Zdd = 2Fste] A4F We dYE E7I3 oAbl Al & ot

QL0 o[ AL3] Ao £MEAES WS it B D o] AFeA of

rUI

123) HA 9, AAA, = A FiE JE

124) Draft Model Articles for Private Companies, art. 6.

125) Draft Model Articles for Public Companies, art. 6.

126) Draft Model Articles for Private Companies, art. 9(1); Draft Model Articles for Public
Companies, art. 7(1).

127) Draft Model Articles for Public Companies, art. 7(2).

128) Draft Model Articles for Private Companies, art. 9(4); Draft Model Articles for Public
Companies, art. 7(6).

129) Draft Model Articles for Private Companies, art. 9(3); Draft Model Articles for Public
Companies, art. 7(5).

130) Draft Model Articles for Private Companies, art. 9(5); Draft Model Articles for Public
Companies, art. 7(7).
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131) Draft Model Articles for Private Companies, art. 9(6); Draft Model Articles
Companies, art. 7(8).

132) Draft Model Articles for Private Companies, art. 10.

133) Draft Model Articles for Public Companies, art. 9.

134) Draft Model Articles for Public Companies, art. 10(2).

135) Draft Model Articles for Public Companies, art. 10(3)(a).

136) Draft Model Articles for Public Companies, art. 10(3)(b).
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