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zol JFE 2 AN dME BHol 247 G FAS vhdstn Ao} otm, FA AL
o e, Fuldge) d) AR YAk B4 A o] T P A g, ExAsAe $4
3 - NGgAM TR 7 e fod #AS EH 149 TN E xﬂiéM FAAYY] 7HAE BES)
34 Zardn. 2Rdgo] v 9AAS YA 3 5 YRS EARNE 280 97
719< wEst, Y Ade P 7192 vl afjof gk ”3*15101 =
Fole TEEY LY FAzIAsdE Z2HE v SHA, FaWlda7]s e A9 S #gh A
44 i AF FAHCE o a()er Y A, 11135(7 292N 715E 71EAte] F4,
B glof, 7129 AgdTEdE W] A ATFoR FFH] Fuld 7o, At #d
A A8 T ok 3HA, Pﬂ, A2 4 84085 3esta, =
AAF 7k Fol o]elo] H=E Al w4
2.2 7hdMY At FEA 9] &F2 o] EB shoha WAleka g
o =3 A6 (P AAE 71FE B7120ln
sFol=q e AW 20084 VRN ARE AR F9 ZUE SAdte] 1] Hesn U
Z2Y FEIE LT FEIA A 2 ARFA gl #4, A1, Atz o #ds)
of Z1dA Mz Ao}t Hebg aeln &2AFF o dAdiAl B Q7 e WA FEEAYL
£ FAldA viRE Gtk WA AR R S S A FER AdEEs 7Y
3 A% vE - 9T T U XM= 719 & 4 itk A sk itk
Q5o AAFAZA A71F T 71RFEAAY] 9% AAZ 20189 F9dE7]E AAR DA AN &
7 QS Az HA, ol FEske Wt Hi) o] Z4del FAAQ AHE oA 2 AR
Suz ARoEq S AT 4 T 2 AR WA, B4IE $o0R WA gl w3
Eole4 FE Y9 FHAA EFE= Ao|siA|qt (Table 1)o1A A8l vpe} o] & =74 A
NBATEAA ] AFAQ FFEEE > GAMTER £F FE A FUAFY AA vkl 92 9
AR — FFo S — ARAA AT Ze A A} F oAb AL MY uk, o)A} - 2} BRI
T8 F2E FHtuA ot AL Uttt S, 5 v 924 AL F7F AA diY] 60%EH o i
713 9 A7 = of 2= 2k 9] vkt o2 At Z|dA 2o} AEE e

BAE BHE ool Wi Aol AFelmd mE 02 o|Rolql AL Bl 4 Yrh
=909 334 AP AH@IQANTE TP, Il FAta Yk s1ge A
2, 9% 2ol =l 259 ofd), P27} AR B2 o8 $eUF T 77

6) ¥ TRIT AYETE HgoR dIYATEAAY 2 2 BAHE AGANTE SF0l Wi, dYsAd ey
A I, IFATAR ARge] WAL, AFF ARge] & AT 7172} Hepsika el an.
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(Table 1) Details of Negative Votes by NPS

Details of Negative Votes No of obs.
AFAE 5w (T ) 15
o)A} - A} 419 k) 182
oA} - A} WA i 178
A9 A% 60
7IeH e "4 5 v 5) 9

A A9 5ol wet Ag Ao ol vl AR 3 Ame ARge] A FA k] Fe
2 ANT AoR 9T & Uoh W A AA § ,
S Thest ol Aga Y A7 W Apgel B AL T4 AR

ZasPI0 A 85 Age] Yeithn A

M 10 AFolEl 22 EY olF IRldES %t Denes, Karpoff, & McWilliams(2017)
ANGA 727} F ket 71 el A A APATFEANA 24 &7] FAZHFIE
NNFFEIAA v gAdAe A & Hlae A 7|dQ0ee 2 4549 @ Fol
7Fsd o] Sk 7199 F2712 2 719 99 3 Biol o

O Adsta ot whe sRldgo] o]2gh 43

T FUdgo] 7FFE A v gAdS AFolA A vkl o] R oA dAatel w)

A et AA o] BAEE A$e 0.9% 2 93] YrolA AujFze /Aol | Esithd
o st AR FRAFY] dFHL Folz  AA FA AEES FaFeEM &7 71del A=
Fol' oA Hojupa] Fatti= vgte] A7E 1 gty Aoz 9IS At xSt}

&9, Duan and Jiao(2016)° W2¥ 734 #H s, AWl Fo] Ao BHor FA&
= A g8 g gAAS Prtete AP 10% ol EAske AF, 670 ojuld T4 A%
(VOICE) % T2} Alt&5 4 AY FAE 3] &2 F4dd d7|uud o2 AAAed& 719
dhe AZHEXIT)S A & doka AAske, 2 o dglgior Y weld &3 71 3oz
7HA A BE gadelgta ST 59, K dFHE dAE] A% FA ARE F4 ZAH

7) FRIAF0] AT 119 o A FAE 6709 o) EARATH, A EE0] 0.5% o el FHAdEs T e
71999l dFEE AN T DT Ab42206, T AlAE A|32%).

8) ¥ mwdlMe FUAFY A4 FF dEd vl J2d PAR ete] et 9l BAEARE 20199 119 139 A9
ol Bxe] FRAYAL lo|=elld tigt FAHE MAson, A9l FrAPAte] dFtor FA WA, ARejolAb gl o
g AFFRA T PAPE T2 ok FEALE AR ARNSHG (AL, TUAT B FRAPAb- e Al
2, 2019.11.13). &F 4934l F2e) FFAYPA}L Ttol=eiklo] ado] AYHrl FdFe) A58 F5 258 FFALL
2 g% 4 3& Aolnh

9) TAWIFENAT, AT, THEAE) Bl - 28-S A iv=A EAR1Y A9 I F71 AT Ao] ofd Ay &
Z1efuiate} wigtel S MAGTHAREAGY S Al A HE ALT2x, Y AAE A1198%, @i} ek 8 237
A 2AF- AT Gl A T AL,

482 HYSHATL ®493 ™23 20204 42



FUAFe Fa97 F el g Angs A ||| 9REE 2l iz}
=2 A7} Aot Eek Fuldgo] v oZAE
YAl & A8 HAE 5 AFAQ 9FH S 9
ARl @ o] FEAYE AL dhe Aol o 3.1 EEMH
Y e3]8] TS A Soprtol & o] & S|AL
of wrkat] ¢7] A, &, FEAdS 3] oY B o=E AME R FdFe] s3] F
3l7] 93 BAY sleAddsE o AAE Al AFEd dgo] Y 2016WFE 2018974
¢ 20199 29, FHAF] AEE 10% s FRIAFe] 5% o) TG V1Yo ofefe] 2
Hfdta g diddgel tigt Ao s Adst & TEshe VYg-aAEE A et
A B3 A= 24 Y
A7 WS FREtA, T A TS e 2 (1) d=AHL F7H5dA T 489 714
ol AR/ FY R AA gt (2) FE9 XA &= 714
(3) AArdo] 12€91 714
7Hd 20 SR Fe] A7FFEE A v o (4) F=714AMTF LA 7192 T2 S5
A= WA A7e o] Aeg 5 %37} 7V 719
adte o] gl Aol (5) TS20002 DATAGUIDE ProcllA #1574

B 237t 7bse 71

(Table 2) Sample Selection

Selection Criteria No. of Obs.
Firm-years listed on the KOSPI market from 2016 to 2018 2,244
Less: financial firms (140)
Less: firm-years with Non-December fiscal year-end (44)
Less: firm-years in which the NPS ownership is nil or less than 5% (1,317)
Initial sample of firm-years where the NPS ownership is 5% or above 743
Less: firm-years without ECG score (122)
Less: firm-years with missing data (®)
Final sample 613

10) W7lufhape] vk} wetelel o17S 4 oyl ARl AheRct
11) 258, "FUAZ, o4l g3 29l 47 Bel@ 5 Qe pluTHle), 2020.2.3,
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o] 7t ME A TE& TVIE AdEHT ¥ 41%, TRAFY AEE&L i &F 8.5%°|H}.
2 (2 88%) 9 71940l S A 25 Hd Belde FUdFe] v 28-S PAfgt
AAE wgtor] JYAMTE $FE BTFAeR 2%} MY 18S vmath THdFe] v
B BRI B+ £ Alolel &3k ARG dRAUE AR V1L AT Sl B,
A 8E Hit F 19%01H, HUFF ARES i dIIAYA ez RE A 7 Hon o
(Table 3) Descriptive Statistics
Panel A: Descriptive Statistics of the Full Sample
Variable N Mean Median S.D. Q1 Q3
DISSENT 613 0.537 1.000 0.499 0.000 1.000
CGRating 613 3.646 3.000 1.447 3.000 5.000
BIG4 613 0.879 1.000 0.326 1.000 1.000
FOR_OWN 613 0.188 0.158 0.146 0.071 0.255
LARGEST OWN 613 0.413 0.408 0.142 0.310 0.512
NPS OWN 613 0.085 0.085 0.032 0.066 0.108
ERating 613 1.781 2.000 0.831 1.000 2.000
SRating 613 1.923 2.000 1.041 1.000 3.000
ROA 613 0.047 0.038 0.060 0.017 0.064
RET 613 0.009 -0.052 0.341 -0.218 0.149
SIZE 613 28.579 28.413 1.502 27.444 29.609
SALESGR 613 0.104 0.050 0.710 -0.004 0.131
LEV 613 0.458 0.471 0.182 0.308 0.591
DEC _NPSOWN 386 0.430 0.000 0.496 0.000 1.000
ANPS OWN 386 0.006 0.002 0.025 -0.006 0.012
1) ¥4 9
DISSENT s ERlAFe] F7] FFFI) A A AdS PARE AF 19 #E /A= guds
DEC_NPSOWN : =H1dZo] A E&o] AHAT vy 74e 4% 19 S 7/HKe yopis
CCRating DTl A TR 5 R FAIE ZIdA TR B
BIG4 CuE Aoz E A A 19 g /A e g
FOR_ OWN DAL AR
LARGEST OWN : |33 A &&
CG_SCORE D 719A TR B A
NPS_OWN = R I
ERating DA LA 5 9 FAIS B 5
SRating DTl A R 5 FAIS AL 5
ROA D FEAEY B (=970 /71 2FAH
RET D1 EANR) FAERFAE
SIZE D EApte] 2OE 3
SALESGR D HEAGE (=Y /ARG EY - 1)
LEV CERAE FANCE U @
DEC_NPSOWN : #¥1dge] A&&o] AAAT o] 7443 A 19 #s /e guis
ANPS_ OWN CERlAE ARy Wl
HYSHATL ®493 ™23 20204 42 487



(Table 3) Descriptive Statistics (continue)

Panel B: Comparison of the means(medians) between the firms to which the NPS casts dissenting

votes and those to which the NPS casts assenting votes

Negative votes Positive Votes Diff t-value
(N=329) (N=284) ' (z-value)
. 3.462 3.859 20,397 3.41
CGRating (3.000) (3.000) (0.000%*%) (-3.56)
0.830 0.937 -0.107*** -4.92
Biad (1.000) (1.000) (0.000"*) (-4.05)
0.175 0.203 ~0.028"* 2,38
FOR_OWN (0.139) (0.177) (-0.039***) (-2.82)
0.432 0.392 0.041%** 358
LARGEST_OWN (0.432) 0.379) (0.053**) (3.57)
0.082 0.088 -0.006™* -2.30
NPS.OWN 0.081) (0.090) (~0.009"") (-2.39)
Shatin 1.790 1.771 0.019 0.28
g (2.000) (2.000) (0.000) (0.46)
S 1.921 1.926 ~0.005 -0.06
atng (2.000) (2.000) (0.000) (-0.17)
ou 0.043 0.051 0.008" -1.69
(0.031) (0.044) (-0.012**%) (-2.86)
- ~0.006 0.026 -0.032 1.15
(-0.059) (-0.034) (-0.025) (-1.15)
i 98.420 28.763 0,344 2.85
(28.185) (28.587) (-0.402**%) (-3.11)
0.070 0.144 -0.073 1.19
SALESGR 0.052) (0.046) (0.006) 0.09)
. 0.451 0.467 0.016 -1.08
(0.470) (0.472) (-0.002) (-0.92)
%1) W%e] Aol Panel ASH FAT.
29) #tre 27k 001, 0.05, 0.1 SN EAACR 93
NFEAA; A EeE B, AFF A& Fok 7k AlFolH, 9% st o] &(Pearson) WA
A 18 ARG AHE HoFT, 9] Aol & Aot F 71 A#aA XA BF 7)Y A]
Wilcoxon #A=d 2% Fizt 279} GAFslth, W2 53] =AY, dEs| AU czREY A}
B omBoA ALSE F2 W5 7 AT A S ugplu, ARARAR AR g0 AU, Ay
A= (Table 4)ol| A AlA g, djzhA Fo FF A g0 G AS FHdFe Wy o Ad
2 QE2& e Aok (Spearman) A YA} o] ol S(-) o AAJAE YERIY, T =5
488 HISHHT Ma9d ®2% 20204 48
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(Table 4) Pearson/Spearman Correlation Analysis

(1) (2) (3) (4) (5) (6) (7) (8) 9) (10) (11) (12) (13)
(1) DISSENT -0.144 -0.164 -0.114 0.144 -0.097 0.019 -0.007 -0.116 -0.046 -0.126 0.004 -0.037
0.000  0.000 0.005 0.000 0.017 0.644 0.865 0.004 0.253 0.002 0.931 0.360
(9) CCRating -0.137 0.232  0.219 -0.197 0.119 0.266 0.389 0.015 0.131 0.329 0.015 0.071
0.001 0.000  0.000 0.000 0.003 0.000 0.000 0.717 0.001 0.000 0.708 0.079
(3) BIG4 -0.164  0.242 0.169 -0.078 0.026 0.162 0.237 0.012 0.056 0.325 -0.001  0.055
0.000  0.000 0.000  0.055 0.518 0.000 0.000 0.765 0.169 0.000 0.978 0.175
-0.096  0.252  0.155 -0.512  0.185 0.325 0.300 0.278 0.144 0.538 0.005 -0.084
(4) FOR_OWN
0.018  0.000  0.000 0.000  0.000 0.000 0.000 0.000 0.000 0.000 0.899 0.038
0.143 -0.208 -0.077 -0.471 -0.328 -0.203 -0.153 -0.074 -0.120 -0.239 -0.075 -0.097
(5) LARGESTOWN 0.000  0.000  0.057  0.000 0.000  0.000 0.000 0.068 0.003 0.000 0.062 0.017
(6) NPS_OWN -0.093 0.089 0.036 0.135 -0.299 0.055 0.036 0.048 0.063 0.138 0.112  0.086
0.021  0.028 0.368 0.001  0.000 0.174 0.368 0.237 0.193 0.001 0.006 0.034
(7) ERating 0.012 0.312 0.168 0.324 -0.200 0.057 0.567 -0.058 0.122 0.506 -0.126  0.205
0.776  0.000 0.000 0.000 0.000 0.158 0.000 0.152  0.002  0.000 0.002  0.000
(8) SRating -0.002  0.429 0.223 0.296 -0.139 0.033  0.604 -0.042  0.039 0.492 -0.014 0.162
0.952  0.000 0.000 0.000 0.001 0.418 0.000 0.305 0.341  0.000 0.726  0.000
(9) ROA -0.068  0.003 0.008 0.262 -0.092 0.018 -0.028 0.015 0.170 -0.120  0.281 -0.449
0.092  0.950 0.842 0.000 0.023 0.651 0.486 0.710 0.000  0.003  0.000  0.000
(10) RET -0.047 0.107 0.044 0.127 -0.106 -0.011 0.089 0.046  0.108 0.090 0.104  0.028
0.250  0.008 0.279 0.002 0.008 0.780 0.027 0.254  0.007 0.026  0.010  0.497
(11) SIZE -0.114  0.360 0.304 0.513 -0.244 0.123 0.532 0495 -0.064 0.048 -0.056  0.322
0.005  0.000 0.000 0.000 0.000 0.002 0.000 0.000 0.116 0.236 0.170  0.000
-0.052  -0.057  0.009 -0.007 0.046 0.007 -0.062 -0.027 0.005 -0.010 0.010 0.026
(12) SALESGR 0.203 0.158 0.825 0.870 0.260 0.864 0.124 0.499 0.908 0.812 0.811 0.529
(13) LEV -0.044  0.074  0.0567 -0.111 -0.085 0.087 0.211 0.148 -0.368 0.010 0.317 -0.029
0.281 0.066 0.158 0.006 0.037 0.032 0.000 0.000 0.000 0.802 0.000 0.478

F1) W9 FJE (Table 3)3 4.
F2) ZBASF otefell p-values A
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(Table 5) Characteristics of firms that NPS voted against resolutions in shareholders meetings

. o (1) @ 3 @
Variables Prediction DISSENT DISSENT Dl_ssent_ Dl‘ssent_
Director Director
CGRating (-) -0.221*** -0.162**
(-3.04) (-2.12)
BIG4 (-) -0.972*** -0.511**
(-3.03) (-2.01)
FOR_OWN (-) -0.458 0.101
(-0.64) (0.14)
LARGEST OWN (+) 1.515** 1.315*
(2.11) (1.95)
CG_SCORE (-) -0.463*** -0.325***
(-4.74) (-3.69)
NPS_OWN -4.978 -4.670 -1.105 -1.061
(-1.63) (-1.52) (-0.36) (-0.35)
ERating 0.245" 0.256" 0.217 0.237"
(1.66) (1.70) (1.63) (1.77)
SRating 0.118 0.064 0.015 -0.016
(1.00) (0.55) (0.13) (-0.14)
ROA -2.364 -2.104 0.08 0.359
(-1.21) (-1.18) (0.04) (0.21)
RET -0.213 -0.254 0.187 0.163
(-0.74) (-0.90) (0.69) (0.59)
SIZE 0.021 0.023 -0.036 -0.023
(0.81) (1.33) (-1.46) (-1.46)
SALESGR -0.261" -0.249 -0.116 -0.098
(-1.82) (-1.45) (-1.21) (-0.96)
LEV -0.753 -0.752 0.081 -0.001
(-1.23) (-1.24) -0.14 (-0.00)
Year dummy Included Included Included Included
No. of Obs. 613 613 613 613
Chi-sq. 94.99 83.46 120.78 115.77

1) ¥4 Hoe (Table 3)3 F43
F9) Fx w0 Z47E 0.01, 0.05, 0.1 &AM BAA R F93
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(Table 6) The Effect of Negative Votes by the NPS on the Change in NPS ownership

Panel A: Change in the NPS ownership subsequent to negative vs. positive votes

Dissenting Votes Assenting Votes

(N=189) (N=197) Diff. tvalue
Dummy for Decrease in
NPS. OWN(DEG NPSOWN) 0.4339 0.4264 0.0075 0.15
Change in 0.0066 0.0062 0.0004 0.17

NPS OWN(ANPS_OWN)

F1) 2 247E 0.01, 0.05, 0.1 FFelA BAZLE fold

Panel B: Regression Analysis of the effect of negative votes on the change in the NPS ownership

(2)
Variables Prediction (1) Negative of
DEC_NPSOWN ANgPs_OWN
DISSENT (?) -0.182 0.000
(-0.79) (-0.24)
NPS_OWN(t-1) 27.973** 0.485™**
(7.01) (13.95)
ROA -2.220 0.001
(-1.04) (0.11)
ROA(t-1) 1.951 0.017
(0.67) (0.81)
RET -1.009** -0.009**
(-2.22) (-2.53)
RET(t-1) -0.202 -0.001
(-0.53) (-0.33)
SIZE -0.108"** -0.002"**
(-5.95) (-10.90)
SALESGR -0.233"* -0.001
(-2.03) (-0.77)
LEV -0.321 -0.002
(-0.50) (-0.40)
Year dummy Included Included
No. of Obs. 386 386

1) 5] gl (Table 3)% 54,
F9) e 247 0.01, 0.0, 0.1 FEAN BAACR fI3

=
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(Table 7) The Effect of Dissenting Votes on the Investees and Foreign Owners

. - (1) (2) (3)
Variables Prediction ACGRating | APMDA| AFOR_OWN
DISSENT (7) -0.229* 0.001 -0.001

(-1.81) (0.39) (-0.20)
NPS OWN(t-1) 0.751 0.046 0.031
(0.49) (0.85) (0.48)
ROA -0.601 0.039 -0.062
(-0.70) (0.99) (-0.67)
ROA(t-1) -0.425 -0.008 0.006
(-0.34) (-0.20) (0.11)
RET 0.333* 0.001 0.060***
(1.74) (0.14) (3.56)
RET(t-1) -0.107 0.003 -0.001
(-0.65) (0.48) (-0.14)
SIZE 0.001 0.000 0.001*
(0.16) (-1.56) (1.70)
SALESGR -0.057 0.014" -0.002
(-1.20) (1.74) (-1.35)
LEV 0.624** 0.009 -0.036
(2.06) (0.96) (-1.55)
Year dummy Included Included Included
No. of Obs. 386 352 386

F1) W49 Fel= (Table 3)3 4E
F2) T re 2k 0.01, 0.05, 0.1 FEAAM FAALE o3

9 (DANE FRAT Wl 2R P olF o] woblE ROE ehdeh, AuTEs} sl
QAMTE S WAE ANGE FUAFY Ao FAHQ fIHS 10%2 WAL, dslel 2
AW YA F FARE V1) ANPE ST dolth 99, 9 W} (PMDA) 7 .

S
1o
E=)
o
Y

15) ¥ =olME Kothari et al.(2005)ellM AAF A3t 24 AFATAA S SHA = AT
HA ofgfe] A(a)E o3l AG-AEHEE AL S & F AFS AEI

TA/Ac1 = Bo + Bi(1/Ac1) + Ba(ASalesy/Avt) + Bs(PPE/Ac1) + BROA: + & (a)

TA D99 EoR Q3 AEEE F AR AA(SVD - dHFEECR Q% dFsE F A IUM(FR) - ]
R R R ]

A © FARE

ASales : viEdo] W3
PPE : 3t
ROA @ FAMIFE

oF olle] A(b)el A (a)elH HE AFHE Bstel A8 gtol AFALA(PMDAN S
PMDA = TA/Acq - By — Bi(1/Ac1) — Bol(ASales, AAR)/Ai1} — Bs(PPEY/Ac1) — BiROA, (b)
AAR colEAHe] Wk
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Introduction of the Stewardship Code and
the National Pension Fund Activism in Korea

Sang Hyuk Lee* - Jinhan Paeg**

Abstract

This paper examines whether the National Pension Service of Korea (the NPS), the largest
institutional investor, is fulfilling its fiduciary responsibility by investigating cases in which
the NPS has cast votes against resolutions in the shareholders” meetings. Since the Korea
Stewardship Code, 'Principles on the Fiduciary Responsibilities of Institutional Investors
was introduced in 2016, we find that the NPS has been more likely to vote against firms that
have weak corporate governance, that hire non-big auditors, or in which the largest shareholder’s
ownership is high. However, the “dissent” voting has not been generally accompanied by a
subsequent reduction in the ownership interest of the NPS when we control for the stock
performance, audit quality, and the largest shareholder's ownership interest. That is, the NPS
did not engage in real actions other than exercising voting rights against firms even after the
Korea Stewardship Code was introduced. We provide implications for the NPS to fulfill the
stewardship responsibilities and achieve other strategic goals including the enhancement of

corporate governance.

Key words: National pension fund, Stewardship Code, Shareholder activism
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