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Appraisal remedy is the apparatus that requires the corporation, which pursue such structure-changing activities as mergers or acquisitions, to buy the stocks of the dissenting shareholders at the fair price. From an ex ante point of view, this apparatus purports to channel corporate activities into value increasing ones by imposing Pareto Principle.  

Korea transplanted appraisal remedy, which is of the American origin, into Commercial Code and the Securities Exchange Act in 1982. But the peculiar nature of the Korean appraisal remedy prevents it from realizing the original underlying purpose. 

Firstly, the method of determining appraisal price is out of the context. The appraisal price should be the stock price, which may be formed without the corporate decision at hand. In most cases, however, the average of the stock prices for the sixty days before the decision is deemed as the appraisal price. Therefore, if we consider that the movement of the stock price is random, there is no guarantee that it serves as the sifter that screens out the value decreasing corporate decisions. Rather, it has become the device that transfers wealth from the remaining shareholders to the leaving ones. 

Secondly, both the requirement that the dissenting shareholders must vote against the proposal in the general meeting in order to exercise appraisal right and the concession that they may choose not to exercise the right even though they voted against the proposal prevent the value increasing transactions to be realized  as far as the appraisal price lies above the current stock price, because every shareholder has an incentive to vote against, even though the proposal is value-increasing. 

This paper is going to explain the above logic with the actual cases of mergers that occurred in Korea. 

