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The Holding Company System in Lotte Group

Dong-Woon Kim™*

Abstract

This paper explores the ways in which the corporate governance of Lotte
Group, the 5" largest group in Korea as of 2018, has changed from the
interlocking ownership to the holding company system.

The system was established through two stages. First, in October 2017, Lotte
Confectionery, a key member company of the Group, was transformed into a
holding company called Lotte Holding Company, which, at the same time, took
over the ‘investment’ segments of three member companies. And, second, in April
2018, the new holding company merged the ‘investment’ segments of five other
companies and, also, one cmpany as a whole.

As the result, in Lotte Group as of May 2018, a nearly half of the member
companies (48 of 107 companies; 45%) was organized in the holding company
system, which consisted of one holding company (Lotte Holding Company), 20 son
companies, 26 grandson companies, and one grand-grandson company. The
representative owner of the holding company is Dong-Bin Shin, the second son of
Gyuk-Ho Shin, the founder, but he has only 10.5% of the whole shares while his
intimate group, including his family members, has 27.5% and, more significantly,
the holding company itself 39.3%. Among the Shin’s intimate groups are included
seven member companies and, at the same time, Shin still owns shares in 17
other companies, except the holding company.

The transformation of the corporate governance of Lotte Group into a holding
company system is still in progress. It is expected that, as time goes on, Shin's
shareholding in the holding company will be gradually strengthened and, also,
into a fully-fledged system will be developed with more and more member
companies.

(Key Words) Lotte Group, Corporate governance, Holding company system,
Holding company, Lotte Holding Company, Dong-Bin Shin

* Professor, Department of Economics, Dong-Eui University.
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