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Abstract

A corporate governance issue emerges in that if the business judgment rule is accepted
too easily, it may result in reduced tension and insufficient diligence in corporate
management. Recognizing this concern, this study reviewed existing scholarship and
contended that certain constraints should be imposed on directors who invoke the
business judgment rule. Thereafter, a personal view was developed through an
examination of the Tokyo Electric Power Company shareholder derivative action. In
particular, the business judgment rule should not apply to decisions made unilaterally
by a director without the board’s authorization. Instead, in such circumstances, the court

ought to employ strict scrutiny regarding the decision’s reasonableness.
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