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A Study of Enhancing the Effectiveness of Exercising
Minority Shareholder Rights Against Abusive Practices
by Controlling Shareholders in Family Businesses

Lee, Chang—Kyu*

{Abstract>
[Purpose] This study proposes an integrated reform strategy to effectively check controlling
shareholders' abusive practices (tunneling, squeeze-out mergers, etc.) in Korean family business
governance and fundamentally enhance the effectiveness of minority shareholder rights exercise. It
diagnoses structural causes of the "Korea Discount," such as controlling shareholders' private benefit
extraction and procedural/economic barriers to minority rights, emphasizing a multi-layered approach
centered on redesigning economic incentives, strengthening legal liabilities, and restructuring market
structures. This aims to restore transparency and trust in the capital market while supporting
sustainable development of family businesses through a national roadmap.

[Design/Methodology] The study conducts in-depth analysis of the current Commercial Act (Article
403 derivative suits, Article 406-2 multiple derivative suits, etc.) and 2025 amendment trends,
empirically reviewing domestic and international case law (including 2025 Supreme Court rulings).
Comparative legal examination of the US (single shareholder rights, Entire Fairness Test), Germany
(ex ante regulation, squeeze-out), Japan (multiple derivative suits), etc., explores applicability of each
system's strengths to Korean contexts. It derives integrated institutional improvements by organically
combining legal, market, post-remedy, and preemptive prevention axes.

[Findings] Analysis of structural limitations in minority shareholder rights (strict shareholding
thresholds 0.01-3%, heavy burden of proof, information asymmetry) reveals that 2025 Commercial
Act amendments (expanding directors' fiduciary duty to "company and shareholders") and case law
evolution (recognizing cure of filing defects) improve effectiveness but remain insufficient.
Institutional innovations proposed include bounty payments (5-10% of recovered amounts), burden of
proof shift, easing accounting book inspection requirements (3% to 1%), expanding multiple
derivative suit scope, strengthening independent audit bodies, mandatory tender offers (MTO), and
activating institutional investors. Overseas comparisons confirm the need for single shareholder rights,
close corporation oppression remedies, and specialized courts.

[Research implications] This study elevates minority shareholder rights into practical checks via a
roadmap: short-term (easing book inspections, bounty discussions), medium-term (codifying
shareholder fiduciary duties, lowering thresholds), long-term (close corporation remedy special act,

MTO introduction). It weakens controlling shareholders' private benefit incentives to eliminate the

Korea Discount, enhance corporate governance transparency, and balance managerial autonomy with
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discipline (preserving business judgment rule, preventing suit abuse). Ultimately, it functions as a

policy and legislative strategy for restoring international capital market trust and sustainable family

business development.

<Key Words> family-owned businesses, minority shareholder rights, corporate governance,
expanded fiduciary duty, burden of proof shift, derivative lawsuits, access to

accounting books, bounty payment system, mandatory tender offer
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