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Practical Problems of Outside Directors in Korea and Critical Review as to the

Introduction of Executive Officers

Sung Jai Choi

ABSTRACT

Commercial Code of Korea is now under revision by a special committee organized and
supported by Korean Ministry of Justice. During the debate as to the revision,
introduction of Executive Officer to Commercial Code as a part of effort for the
betterment of Corporate Governance of Korean companies is one of the key issues
among garden—variety of issues presented to the committee.

Since 1996, when outside director was introduced to Korean legal system, outside
director was under crossfire because of the fact the outside directors was almost
always on the same side of the company where they work for.

The statistics presented outward has something to do with the Korean company
culture. Still market for the outside directors has some problems of its own. This
article tried to show the readers constraints from the supply side of the market.
Without four constraints suggested herein, Korean Corporate Governance might be
improved without adopting the Executive Officer framework and with outside @ore®
independent directors. (Chapter II, III)

Executive Officer itself may be influenced by the revision of Japanese commercial
code, however, current suggestion 1s somewhat different from that of Japan. For this
reason, this article shows the readers current discussions regarding the Executive
Officer in Korea still a sort of soft law which is actually adopted by articles of
incorporation at will. (Chapter IV)

Every change of structure in any legal system needs transaction cost. Path dependence
is another factor has to be considered this sort of discussion. Critical points also has
to be considered, even under the situation, necessities of adopting Executive Officers

are recognized. (Chapter V)

Key words : Outside independent director® market, Executive Officer,

Supervisory Board of Directors, path—dependence
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