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49) Reinier H. Kraakman et.al., supra nofe 18, at 19.
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55) Ley 27/1999, de 16 de julio, de Cooperatlvas, Articulo 23(3) - La Asamblea General extraordinaria serd
convocada a iniciativa del Consejo Rector, a peticién efectuada, fehacientemente, por un ntimero de socios
que representen el veinte por ciento del total de los votos y, si lo prevén los Estatutos, a solicitud de
los Interventores. https://www.boe.es/buscar/act.php?id=BOE-A-1999-15681 (2025. 9. 29. ).

56) Gesetz betreffend die Erwerbs- und Wirtschaftsgenossenschaften §45(1) - Die Generalversammlung muss
unverziiglich einberufen werden, wenn mindestens ein Zehntel der Mitglieder oder der in der Satzung
hierfiir bezeichnete geringere Teil in Textform unter Anfithrung des Zwecks und der Griinde die Einberufung
verlangt. https://www.gesetze-im-internet.de/geng/_ 45html (2025. 9. 29. +i).

57) Lei n.° 119/2015 de 31 de Agosto, Artigo 34(3) - Sem prejuizo de a legislacdo complementar de cada
ramo ou de os estatutos poderem dispor de maneira diferente, a assembleia geral extraordinaria retine
quando convocada pelo presidente da mesa, por sua iniciativa, a pedido do ¢rgao de administracdo ou
de fiscalizagfo, ou a requerimento de, pelo menos, cinco por cento dos membros da cooperativa, num
minimo de trés. https://diariodarepublica.pt/dr/detalhe/lei/119-2015-70139955 (2025. 9. 29. WHT).
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60) Loi n° 47-1775 du 10 septembre 1947, art. 10: Si les statuts le prévoient, sont réputés présents pour le
calcul du quorum et de la majorité les associés quiparticipent a I'assemblée générale par visioconférence
ou par des moyens de télécommunication permettantleur identification et dont la nature et les conditions
d’application sont déterminées par le code de commerce. https://www.legifrance.gouv.fr/loda/id /JORFTEX
T000000684004 (2025. 9. 29. ).

Canada Cooperatives Act (5.C. 1998, c. 1) Art. 48(3) - Unless the by-laws provide otherwise, a member
or shareholder may participate in a meeting of the cooperative, in accordance with the regulations, if any,
by means of a telephonic, electronic or other communication facility that permits all participants to
communicate adequately with each other during the meeting, if the cooperative makes available such a
communication facility. https://laws-loisjustice.gc.ca/eng/acts/c-1.7/page-5 html#h-45470 (2025. 9. 29. W&).
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62) International Labor Organization, Guidelines for Cooperative Legislation, third revised edition (11 December
2012), p.85.

63) Article 58(4) Council Regulation (EC) No 1435/2003 of 22 July 2003 on the Statute for a European Cooperative
Society (SCE).

64) Eleonora Broccardo, Oliver Hart, and Luigi Zingales. "Exit versus voice." Journal of Political Economy
130, no. 12 (2022).

65) &, FExdol A7l EAAES A5 AL SAH] Ak (FexT 71 Asx).
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77) Section 3(a)(5) Securities Act of 1933 (15 U.S. Code §77c(a)(5)). (a)Exempted securities - Except as hereinafter
expressly provided, the provisions of this subchapter shall not apply to any of the following classes of
securities: (32 (5) Any security issued (A) by a savings and loan association, building and loan association,
cooperative bank, homestead association, or similar institution, which is supervised and examined by State
or Federal authority having supervision over any such institution; or (B) by (i) a farmer’s cooperative
organization exempt from tax under section 521 of title 26, (ii) a corporation described in section 501(c)(16)
of title 26 and exempt from tax under section 501(a) of title 26, or (iii) a corporation described in section
501(c)(2) of title 26 which is exempt from tax under section 501(a) of title 26 and is organized for the
exclusive purpose of holding title to property, collecting income therefrom, and turning over the entire
amount thereof, less expenses, to an organization or corporation described in clause (i) or (ii).

78) U} 57 WEE 910 vlsT WERIE 1) 19334 2 Gecurities Act of 1933)0] 52 WA 740l
HEEEE YA fde] esiths F4E &A% Kathryn J. Sedo, “The Application of Securities
Laws to Cooperatives: A Call for Equal Treatment for Nonagricultural Cooperatives”, 46 Drake L. Rev.
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Abstract

Reforming the Legal Framework for Large Cooperatives

Chung, Joon Hyug
Eom, Sang-Yeon

Since the enactment of the Framework Act on Cooperatives in 2012, the number of
cooperatives in South Korea has surged, and some of them have grown into large-scale
entities. This growth, however, has brought challenges similar to those faced by corporations,
such as the separation of ownership and management. This can lead to executives pursuing
their own interests at the expense of members. Furthermore, members of large cooperatives
often contribute funds not for the original purpose of participating in a joint business, but
for investment returns.

Despite government policies encouraging this growth, the current Framework Act on
Cooperatives lacks adequate solutions for these issues, particularly regarding the separation
of ownership and management and investor protection in large cooperatives. There are also
legal uncertainties regarding whether large cooperatives are subject to the Financial
Investment Services and Capital Markets Act or the Act on the Regulation of Conducting
Fund-raising Business without Permission.

This paper proposes introducing special regulations for large cooperatives within the
Framework Act on Cooperatives to address these issues. Given that the Act’s goal is to
promote social integration and balanced national economic development, it would be
beneficial for large cooperatives to be re-envisioned as social enterprises, similar to benefit
corporations in the US. or sociétés a mission in France.

We propose that large cooperatives, defined by criteria such as the number of members
or sales volume, should be legally required to declare specific public and social purposes.
Their operation would then be monitored and supervised by an independent third party to
ensure they meet these goals. In large cooperatives, members have little incentive to

monitor executives, and the dispersed ownership structure by one-person-one-vote principle,
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prevents any single member from having a controlling interest. To solve this agency
problem, the paper suggests several reforms. These include granting members the right to
call for a general meeting and introducing electronic meetings and voting systems. It also
recommends easing restrictions on capital refunding and share transfers, mandating external
accounting audits, and giving federations and relevant ministries the authority to inspect
and supervise cooperatives.

Lastly, to address legal uncertainties surrounding the Capital Markets Act and the Act on
the Regulation of Conducting Fund-raising Business without Permission, this paper suggests
exempting cooperatives from these regulations due to their public and social nature.
However, it also recommends introducing cooperative member protection mechanisms. This
could include requiring disclosures similar to those in the small-amount offering disclosure
statement under the Capital Markets Act. Additionally, platforms that facilitate member
solicitations should be subject to regulations similarly to online small-amount investment

brokers.

Key Words : cooperatives; large cooperatives; agency problem; investor protection; benefit

corporations; Framework Act on Cooperatives



