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Since 1999, The Commerce Code and the Securities Exchange Law of
Korea recently have introduced the outside directors and audit committee
to enforce the supervisory function of the board of directors over
corporate management. These new systems are from American corporate
law as a way of reforming the corporate governance in recent years.
Unfortunately, the arena which was targeted as the subject of reform
has not kept up with the standard of the revised system in real sense.
Relatively, numbers of outside directors would be fewer than those of
inside directors, and most of outside directors are recommended by
managing directors or controlling shareholders so that they are likely to
be influenced by managing directors.

The Chief Executive Officer or the representative director who 1is
highly possessed by the controlling shareholder sways power in the
operation of the business because managing and monitoring functions of

the board of directors are not separated in Korea. Without innovation of



the corporate governance, the outside director system seem to end in
failure. Moreover, in order to make the numbers of outside directors the
smallest, many corporations minimized all the numbers of directors who
had to be registered. Instead they have been utilizing unregistered
executive officers, which are not provided for in the law. As a result,
although the unregistered executive officer does important business, he
does not take any responsibility in making misjudgement, since he does
not hold the position of director.

In this circumstance, Korean government proposed the proposed
amendment of Korean Commercial Code to The National Assembly of
Republic of Korea in 2007. This proposed amendemnt includes a proposal
for introducing the executive officer system into Commercial Code. The
monitoring functions and the management functions become separated
by executive officer system, and it is expected to enforce the overseeing
function of the board of direcotrs.

The purpose of this study is to analyze issues on Executive Officer
System of the amendment draft of Commercial Code which is proposed
by Ministry of Justice. First, it deals with Corporate governance and the
function of the board of directors, then has a glimpse on Executive

Officer System in America and Japan below.
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