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{Abstract)

Corporate Governance and
Performance of SOEs in Korea

Heo, Kyoung Sun - Ra, Young Jae

Corporate governance of deals with conflicts of interests between
the owners and the managers, the shareholders and the stakeholders,
and customers and investors. To mitigate or prevent these conflicts of
interests, various kinds of processes, customs, policies, laws, and
institutions have been developed. Well-defined and enforced
corporate governance provides a structure that, at least in theory,
works for the benefits of both the State and the public interests by
improving the strategic decision making and the accountability of the
management. In recent years, corporate governance has received
increased attention as it is considered as one of the critical policy
intervention to increase transparency and performance of SOEs
(State-owned enterprises).

This study assessed the current status of corporate governance of
SOEs in Korea and suggested recommendations for improving
corporate governance. As a result, this study confirms that the
nomination and resignation process of board members, and the
autonomy of the board practice are the most concerned issues
regarding corporate governance of SOEs in Korea. Particularly, the
functioning of non-executive board members is quite problematic
even though it was allowed quite enough trial-and-error periods. This

study also compared the current status of corporate governance of
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SOES in Korea with OECD Guidelines on Corporate Governance of
State-Owned Enterprises, which is being used worldwide as the
global standard of corporate governance of SOEs. The result showed
that SOEs in Korea have accepted most of the OECD guidelines.
This is because the corporate governance reform in 2007 introduced
many of OECD guidelines into corporate governance of SOEs in
Korea. Centralizing ownership function into Ministry of Strategy and
Finance and empowering board of directors are good examples of
corporate governance reform in 2007. However, issues are still
remained. Clarifying ownership function, separation between
ownership function and other regulation function, and the autonomy
of board of directors are found still problematic. Another significant
issue in corporate governance of SOEs in Korea is that the gap
between the legal and regulatory frameworks for corporate
governance of SOES and the way how they are working are quite
large. The practices of corporate governance in the real world is not
able to catch up the advancement of legal and regulatory
frameworks for corporate governance reform of SOEs

This study suggests three recommendations bases on the analysis
of corporate governance of SOEs in Korea. First, encouraging the
function and the accountability of the board of directors is needed.
Second, an action plan should be prepared in order to face the
international pressure on competitive neutrality. Third, regular
assessment and feedback on the practices of corporate governance

should help improving the corporate governance of SOEs.
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