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Abstract

Introduction

The Business Judgment Rule is a fundamental principle in corporate law that
governs managerial and board decision-making within corporate
governance. This rule protects directors and officers from liability for
business decisions, provided those decisions are made in good faith, with
adequate information, and on a rational basis. The purpose of this study is to
examine the background and elements of the Business Judgment Rule, its
advantages and disadvantages, and, most importantly, its balanced impact on
minority shareholders' rights and corporate governance structures. This
research aims to identify and analyze the role of the Business Judgment Rule
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as an effective tool for balancing managerial discretion with the protection of
stakeholders, especially minority shareholders.

Methods

This study is descriptive-analytical in nature and is based on a review of
legal texts, academic articles, and judicial precedents. Primary and
secondary legal sources in corporate law, the Business Judgment Rule, and
shareholder rights were reviewed. Content analysis and comparative
approaches were used to systematically identify and assess the rule's
components and its effects. Furthermore, the advantages and disadvantages
of the rule were evaluated according to various legal scholars' perspectives
and practical experiences in different legal systems. Finally, the rule's
influence on corporate governance and the balance of minority shareholders'
rights was thoroughly discussed.

Results and Discussion

The Business Judgment Rule rests on three main pillars: decision-making
based on sufficient information, good faith in the decision-making process,
and the absence of conflicts of interest. These pillars provide a framework
enabling directors to make reasonable business decisions without fear of
legal repercussions. The main benefits of this rule include guaranteeing
managerial freedom in strategic decision-making and preventing
unnecessary judicial interference in complex commercial matters. This
fosters quicker decision-making, reduces legal costs, and creates an
environment conducive to innovation and risk-taking within companies.
However, there are notable drawbacks associated with the rule. The most
significant concern is the potential misuse of legal protection by managers.
In some cases, directors may interpret the rule broadly to justify decisions
that benefit personal or specific group interests, potentially harming minority
shareholders' rights. This can lead to reduced transparency, increased risk of
conflicts of interest, and diminished shareholder trust.

The analysis of the rule's impact on minority shareholders' rights and
corporate governance reveals a dual role. On the one hand, by limiting court
intervention and protecting managerial decisions, it enhances management
dynamism and efficiency, benefiting the company as a whole. On the other
hand, excessive legal protection can leave minority shareholders vulnerable,
reducing their influence and ability to object. Hence, striking a balance
between protecting managers and safeguarding minority shareholders is a
critical challenge in applying this rule.

In many advanced legal systems, supplementary regulations such as
increased transparency requirements, disclosure obligations, and conflict-of-
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interest rules have been implemented to maintain this balance. These
measures ultimately strengthen corporate governance and ensure the
interests of all stakeholders are protected. The Iranian legislator, through the
enactment of the 'Bill on the Management of Conflict of Interest in the
Performance of Legal Duties and Provision of Public Services' in 2022, has
endeavored to mitigate the misuse resulting from conflict-of-interest
situations by employing general mechanisms for conflict management.

Conclusion

The Business Judgment Rule, as a vital pillar of corporate law, serves as an
effective tool to shield managers in their business decision-making.
However, its application must be carefully balanced to avoid undermining
minority shareholders' rights. Achieving this balance requires a precise and
effective legal and regulatory framework. Ultimately, the success of the rule
in enhancing corporate governance depends on transparency, accountability,
and continuous oversight to prevent potential abuses and safeguard the
interests of all shareholders.

Keywords: Business judgment rule, Controlling shareholders, Minority
shareholders, Good faith, Shareholder rights.
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