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Abstract

A Legal Analysis of

Co-determination’s Effectiveness

Hoonsub Kim
Department of Law

The Graduate School

Seoul National University

In 2022, the Korean National Assembly revised the Act on the
Operation of Public Institutions to stipulate that public enterprises and
semi-public institutions should have at least one labor director,
further accelerating social discussions over ‘co—determination’. The
purpose of this study is to analyze how co-determination can affect
the corporate governance in Korea, that is, its effectiveness.

The significance of co-determination 1is analyzed from the
perspective of the corporate law to help understand the system itself,
and then the development process and legislative examples of other
countries are summarized to lay the foundation for this study. By
looking at co—determination in Germany, Sweden, and Norway, legal

issues are extracted from co-determination that appears differently in
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each country and its implications for Korea are reviewed.

Based on the above implications, the utility and cost of
co—determination in Korea is analyzed. This study starts from the
problem that existing discussions on the subject of co-determination
replaced various types of companies with one abstract concept
company for proceeding with the discussion. However, 'company’ can
never be assumed as a single standard type. When the company is
more subdivided and each realistic characteristic is analyzed, the rich
understanding of co-determination’s effectiveness becomes possible.
Therefore, without considering the type of company, it would be an
overly uniform and monotonous argument to introduce
co-determination to all companies or not to introduce.

The significance of this study can be found in that the company is
divided into private companies, listed public institutions and unlisted
public institutions to examine co—-determination’s effectiveness
according to the characteristics of each type. In private companies,
there is a great concern that the introduction of co-determination
delays the company’'s decision-making and causes risk—averse
decisions. Compared to the cost of this system, it is difficult to
expect a positive effect from a small number of labor directors.
Listed public institutions also share much of the same discussion
with private companies in that they have a significant stake ratio in
the private sector. On the other hand, considering that securing
transparency In management remains a national task in unlisted

public institutions, the monitoring effect by co-determination can be
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expected positively.

Finally, in introducing co-determination and establishing related
policies, it 1s suggested that consideration and review of which type
of company 1is appropriate and advantageous should precede. The
method of introducing or not introducing co—determination to all
companies 1s not a solution. The various types and governance of
companies found in reality should be considered together as important
factors in the discussion of co—determination. If that happens, a clear
clue will be found to determine which companies to target and up to

which companies to mandate.

keywords : Co-determination, ESG, Corporate Governance, Act
on the Operation of Public Institutions
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