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Abstract

When production or the distribution market becomes concentrated,
competition could decline or vanish, which could eventually lead to a
decrease in consumer welfare and the impossibility of keeping a
transparent and fair economic system. Accordingly, in relation to
individual concentration of economic power, such as market concentration
or industrial concentration, either merger control or prohibition of abuse
of dominant firm or firms applies. However, there are opposing views on
the adequate approach towards the regulation on concentration of
economic power - especially on the over-concentration of economic power
provided for in Chapter 3 of the Monopoly Regulation and Fair Trade
Act(hereinafter referred to as the “Fair Trade Act”)-and unfair assistance

to affiliated companies which is a kind of unfair trade acts.

This report evaluated the regulation system of concentration of
economic power by large enterprise groups under the Fair Trade Act
which details systems such as restrictions on the total amount of share
holding of other companies; prohibition of direct reciprocal share holding;
restrictions on debt guarantees for affiliated companies; duty of disclosure
of large scale internal trading; limitation on voting rights of finance and
insurance Hompanies affiliated to the large enterprise group; regulation of
holding companies; prohibition of unfair assistance to the affiliated
companies. Then, measures to improve each system were formulated, in
terms of legislative policy.

In Chapter , this report dealt with general aspects on the necessity

of regulations on concentration of economic power, looking at a meaning



of concentration of economic power; a meaning and current situations of
large enterprise groups, leading factors of the concentration of economic
power; problems of the concentration of economic power; adequacy of
the Fair Trade Act asma tool to solve problems of concentration of
economic power. In Chapter , how the US and Japan have handled
problems of concentration of economic power through antitrust law and
laws regulating holding companies, which have been very -effectively
implemented, was drawn ufon for its history and experience. After
observing the importance of the cases, this report moved onto the Fair
Trade Act in Korea in Chapter . I evaluated operation results by
system and presented systematic measures for improvement, examining the
purpose, grounds and Nmithtion of the system of regulation on

concentration of economic power under the current Fair Trade Act.

As a conclusion, in Chapter , suggested legislative measures to
improve the legislation of regulations on over-concentration of economic

power by articulating relations among systems in a comprehensive way.

Key word : large enterprise groups, restrictions on the total
amount of share holding of other companies,
prohibition of reciprocal share holding, restrictions
of debt guarantees for affiliated companies, duty of

¥ disclosure of large scale internal trading, limitation



on voting rights of finance and insurance
companies affiliated to the large enterprise group,
regulation of holding companies, unfair assistance
to the affiliated companies of the large enterprise

group, concentration of economic power.
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19) A=AAJNATT 3], “oiar7]gdee] x84 A3 /A8 (2004.7.26); %
TAAJNAG3], “EAFAFA, ff FH = oloF st (2004.6) FE). 1AL 101]
ek o mA FRANLE], “ofrIddE AE Al Tl gk 89 oA,
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Public Shareholders

20) Randall Morck, How to Eliminate Pyramidal Business Groups - The Double Taxation

of Inter-corporate Dividends and other incisive Uses of Tax Policy -, NBER Working
Paper No. 10944 (2004).
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21) AW A, TPl MmAT - B, AR, n Az AA @AY 2
A7dE A2E 2309 (1999).

22) La Porta, Rafael, Florencio Lopez-de-Silanies, & Andrei Shleifer, Corporate
Ownership Around the World, Journal of Finance 54(2) 471-517 (2000); Randall
Morck, How to Eliminate Pyramidal Business Groups-The Double Taxation of

A

§])9

Inter-corporate Dividends and other incisive Uses of Tax Policy-, NBER Working
Paper No. 10944 p.3 (2004).

23) Aganin, Alexander & Paolo Volpin, The History of Corporate Ownership in Italy,
National Bureau of Economic Research working paper, (2004).

24) Faccio, Mara & Larry Lang, The Separation of Ownership and Control: An Analysis
of Ultimate Ownership in Western European Countries, working paper (2001); Randall
Morck, How to Eliminate Pyramidal Business Groups-The Double Taxation of
Inter-corporate Dividends and other incisive Uses of Tax Policy-, NBER Working
Paper No. 10944 p.41 Figure 4 (2004).
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| Agnelli family |

Giovanni
Agnelli&C.S.A.p.A.
(100% O&C)

IFI Sp.A
(41.23%0;82.45%C)
|
Fiat S.p4A4 CARFIN
(14.85%0; — Srl
28.17%C) (100%0&C)
(7.97%0;
14.6%C)
J IFIL SpA | g
20.55%0;
SICIND S.p.A. ( ;
i CS";“X“ (100%0&C) , 37:64%0)
(69.37%0&C)
Magneti
Marelli
. SpA
(58.98%0;
39.88%C) SNIA BPD IPI Sp.A. Eufin S.A.
0, 0,
(10,4%0- P> 435.8[)5.1‘;}.0. (51.13%0&C) (100%0&C)
1.26%C)  (13:85%60;
Fiat Impresit | | 48.87%C)
soiami |l p.A
L?f,;ﬁ‘l;“‘ (100%0&C)
| SNIA Caffaro Rinalggente
(15.38%0:15.724) ¥ Fibre SpA. SoA
) SpA. M (49.16% 4p.0 .
Impreglio (8347%0 0;59.84 (32.8%0;
~ p.A &C) %C) 40.51%C)
P (23.88%0;
(14.43%0;14.85%C)  24:41%C) Unicem | &
Sorin SpA. |V
. Biomedica |~ (19.42%0; | (8.76%0;14.81%C
ggﬁ}; SpA 32000y | 7O ©
(75%08&C) I
. Gemina S.p.A. Toro Assicurazioni P, Cementeria di
Meglgtjznca N (22.16%0; o P{)\ Cer;l‘eungtj;g di Barletta
P (11.96%0: 23,05%C) (33.11%0; (6B EITOR0) (75.05%0;
12.45%C) 62.35%C) : 83.46%C)
(14.02%0; 14-+6%€ I I ? )
P Cartiere Burgo Gemina Partic T.LM.E. Sp.A
p.A. S.p.A.
(20.77%0;20.97%C) (100%0&C)
|
(11.14%0;11.82%C) > Pgi“&AC' (LT3%02A5%E) gy o
LALD. P
(5.03%0; family
5.34%C)
|
. Acquedotto
Anfossi  |(2:49%0:15.88%C) g1 “ge Ferrari 10.73%0:17.96%€—————
family S.p.A. Idioma S.A.
(4.89%0;
8.18%C)
IMI Sp.A |
L21<89%0§$C Acquedotto ©37%0; Compagnie
Nicolai S.p.A: 15.68%C) | Generale des
C"“;‘X‘"S- (23.76%08C) p (23.98%0&C) (24.59%0&C) Eaux
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25) Faccio, Mara & Larry Lang, Id; Randall Morck, p.42 Figure 5.

26) Randall Morck, p.40 Figure 3.

27) &34, “ERFAATIA L ek, A AEH 2006 10¥ AL EI] A=
A 5| ZFE 10 (2006.10.13).

30



A3d AAHPAT A 2

[193]
I Deutsche Bank AG  ; SOHO&C
> I (0%08C)
( i%Oé O (25"/@&& ;
Minchener R’l’xckv(g:rsicherungs—ges 1 Allianz AG
10%
(10%0&C) el C¥O%0 (10%60&C) Y
4.92%07 [~
¢ (62%08&0) | 4 qouoso
5.21%C) (10%60&C]
Bayerische Berlinische IKB Deutsche RWE
P Vereinsbank AG L. Lebensversicherung Industricbank AG ™= (12D]§6\§;$8Cz;0 (?8{«?@/}‘% =i Aktiengesellschaft
(4.16%0;4.4%LC) (64.6%00&C) (12.0%60&C) : : (4.93%0;8.1%C)
[l
Bayerische Hermes Monachi
Forst Ebnath AG |} Hypotheken-ind Kreditversichers- W Schering AG Grindiee AG Rheinelektra AG
(96.7%0&C) Wechsel-Bank ngs AG (10.6%0&C) e T (10.7%0&0)
AP s (45.22%0&C) -
(2.8%0;5.8%C) (753%0&C)
I
ERGO-Versich-er . ) Allianz Allianz Vereinte )
ungsgruppe AG = Vi(citglgf(z}/gél)dcl)ng Isbeur;]sverxéher— == Versicherungs AG Versicherung AG == B?%%f&AG
(50°0&C) : ! (L e (100%0&C) (98.7%0&C) (37.7%40&C)
(4.4%0&C) I
Deutscher Lloyd
Versicherungs T Basf AG \ 4
AG (10.6%0&C) (10.0640&C)
(29.76%40&C)
Dresdner Bank
AGILI6%0;, = |
—— 21.97%C)
(7.55%0;11.33%C)
\ 4
WMF Wirttemberische o
Metallvwarenfab, AG Tty
(6.05%60;,9.07%C) 0,
(17:94%40;20.5%L).
Eurohypo AG Europeische Heidelberger Zement AG
Hypothekebank S0
O51%080) (884%%40,10.1%C)
(12.15%60;14.6%
Deutsche Beteiligungs AG Metallgesellschaft AG
(20%0&C) (13.82%0;16.6%C)
Transtec AG MG Vermoegensverwaltungs
(12%0&C) AG(99.4%0&C)
(6.5700&C)
0,
Hindrichs Auffermann AG Continental AG 503740
(24.96%08:C) (10.2%08C)
Deutz AG Sudzucker AG
(382%0&C) (1023%0;12.8%C)
| I
Maschinenfabrik Fahr AG KWS Saat AG
(99.8%0&C) (24.99%0&C)
(25.11%08)
BHS Tabletop AG Linde AG (13.09%0&¢)
(32%0&C) (10.1%0&C)
Verseidag AG Nurnberger Beteligungs AG
(104%0&C) (7.602%40;10%C)
Phoenix AG Daimler Benz AG
(10%0&C) (22.6%40&C)
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el 7l Al v 4 A 7PEAC 2 FEasle] 2
FoArkE Aol AAE Ak A 42 AFAoRE JE Y
Aol FdAae s 7P eE “afot A ) dafo|tt

Zqrek Aol 2l= A EF(cash-flow)oll that Ayt A ujd
(control)®] 2] E "L oA7]oAM LfH FALe] dA HjEo]
ool gk A& E= AATHAC dE AEE, Aude F5E3 0
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29) Ast, “FAAWNE AFIA A, A =¥F A, "AFIAeE W,
(IME, 2005) 8WH (A<t Aule] 2]+ Berle®t Means7} A|7]3F Af9F o]
2] (separation of ownership and private proverty)oll A H|EH @O 2, “A {2 H
A wHrE FATAA F ol wE FASA dder Al FFIF ok
Azl ofste] sirtEThE ddolH, AAIA SR nlw, du & AYdtiae =
T Aolv “Aafet Aue e FARAbEC] Zte oA A Aol FAA

oA o= ol vlEEtA] e YubA

30) 7]l A AEANE e ALD7IGomFEH EANE g Fo A & A4
JolA ZArgk FH o, wheF 25 Fodlo] EAEE FAnT oy EAE
aRoR AdE & Aok AAAE, «EvE 71 A 2 ARl gk
AT -G AEFARFE FAOR 7 (1995) @ v, “EAFE A T A o] T
F AEr, @A A sHAstEt 3] (BAHHT A Hieh) TRARE 6
H 2 ROl A A1-E (2006.7.7).
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A AWl FF SE S-A-B-C AlAIAE
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Aol M= 71 Dol tiate] 50%E FAFskal 719 D7F 7194 Eell o
ato] 30%E =Aetlor, o] w) ATt 7|19 Eoll thete] zte= A
B2 15% (30x50%)°lth. A= S7} 71 Eoll diste] 2zt Afde
50%©]t}.
thS o8 AuFF S A u]H(control)S AAEL] QJAMPR 7] 9
ok AbRks AAET] ko] AR e AU it
2 71gdded QoA Aok AlG7I9EY i Adrigel o
g AEEo dedAR AdE S AT oA tvE ALY Y
Aol gk o)A FAatel]l lojA AulFF SO oAt AR Wb
AtheE AS HAAR sk 3o|th3) o] 7149 Bell g S
AL 20%+30%= 50%°]aL, 71 Coll g So] oAu-L 35%°|t}
o[A et X ulel ¥ AE MHEW Au]FF S= S-A-B-C
Aol M= 719 Aol diste] 50%=Atskal 719 Bell st 20% =
Aee oyt o 2dAE V1Y Aol skl 50%, 71 Bl thshed

31) o] wWl "AAT AL S o A AolE F1He 7IY(A, B, D 5)°l
A 7ok shthis Zlojth o] 24 50%°] EAAES ﬂxl?i s3] AuA g
TG Ao RE Ot e AR, dAd 30% JE] AR
oAl A9l T Awgol FE T AW YAt o] HA F=
AEe] Arigtd AujAS 7Y B 5 9l

32) o] oA AL 9l A, “FAHAUY *J AF3| AL qtAe] 71T 2
o) AR vzt "AaAb 25 o A9 FE 58 ddAA Btk
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33) M. Jensen and W. Meckling, Theory of the Firm: Managerial Behavior Agency Costs

1976; H. Demsetz and K.
Lehn, The Structure of Corporate Ownership: Cause and Consequences, Journal of
Political Economy, 1985; F1/d5 F<t ®WI7|W o, "EXF A TA Lo vhet
Aok A Aeist 7197889 AAE (2003), 116‘3“ 74 72004 AQLE-

34) Sung Wook Joh, Corporate Governance and Firm Profitability: Evidence from Korea

and Ownership Structure, Journal of Financial Economics,

before the Economic Crisis, Journal of Financial Economics, 68, 2003, pp. 287 -322.
AALAT ALALE FAAEAA] AF3HE D@D D 78719 A9

58 FHo7 o] B3
35) AT Fad N o), "EAFTAAGRARES vhghA g AR, A&
tietal 71978 A H A e (2003), 1149, o] 472 Al 7HE(E 78 7 B Al 2412
o] A A FF A3ze] FAJABAEA T A I AujrREo] Aufsk=
ADAE ALg SFaAN)e] AdaRde AF ks AR ALsiE
&3t ﬂéﬁ_vo}: Ao o Aosta(ele =, 103-107%), A A AfA 7}
oA@e] AYEE v 2 qAASTE BAISHL ATH(114-1169).
o 2d s4=_o2d = yl
A AFH x1
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36) 919 =4, 1154,

37) 28, 719G BT - S, dE, v, AR A (F A %24 EH9)),
A7H A2Z 235 241 (1999).

38) H A%, “AH/MNE S #A3Fy} A", International Trade Business Institute Review(=r
AFGFGdATY), Al6d A1ZE 112 123% (2000).

39) 38T, “SAFTAATAES] AIE AE, Wi AB(HIAAS 0| EE3]) 274
381 3821 (2004).

40) A8, «“gb= 719 ek A - AEE FASE -7, B AA AT (T
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41) Inhak Hwang & Jung-Hwan Seo, Corporate Governance and Chaebol Reform in
Korea, 3.2.1 in: Sung-Hee Jwa & In Kwon Lee (ed.), Competition and Corporate
Governance in Korea: Reforming and Restructuring the Chaebol (Edward Elgar, 2004).

42) FAAYNNLE] REAR, 20060 % AT EAARAFATE 5 A A" (2006.4.14).
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89) E. Thomas Sullivan, The Jurisprudence of Antitrust Divestiture: The Path Less
Traveled, 86 Minn. L. Rev. 565, 571 (2002).

90) Eugene V. Rostow, A National Policy for the Oil Industry 4 (1948); E. Thomas
Sullivan, op. cit., p.572 n.25. ’ B

91) Joe S. Bain, Price Theory pp. 297 304 (1952): E. Thomas Sullivan, The
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96) Maryland v. United States, 460 U.S. 1001 (1983), aff’g United States v. Am. Tel.
and Tel. Co., 552 F. Supp. 131 (D.D.C. 1982).

97) California v. Am. Stores Co., 495 U.S. 271 (1990).
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124) Markian M.W. Melnyk & William S. Lamb, PUHCA's Gone: What Is Next For
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Working Paper No. 10944 (2004).
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