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Privatization Strategies for Government-Owned Financial

Institutions in Korea

Kun-Ho Lee
Abstract

During the financial crisis in the late 1990s, the Korean government repossessed
several financial institutions, most of which were re-privatized after the crisis.
Privatization of Woori Financial Group has been delayed for a number of reasons. This
paper analyses WFG case, and identifies four major obstacles for prompt privatization
of large financial institutions in Korea: conflicting legislations on the privatization of
repossessed financial institutions, inefficiency in the decision making processes of the
Public Fund Oversight Committee, restrictions on the ownership of financial institutions,
and the large market capitalization of WFG whose equity lacks liquidity in the stock
market.

This paper suggests several measures that would help to accelerate privatization of
WFG. Removal of the legal time table for the sale of government ownership, transfer
of the decision making authority from PFOC to KDIC, improving liquidity via a series
of small-scale, open-market sale of shares owned by the government. The paper suggests
that establishing civil ownership for WFG while the government maintains critical
voting rights instead of attempting to sell the management right might become a
reasonable alternative. The paper also finds that preserving the corporate value of WFG
while privatization is delayed is a very important issue, and recommends measures to
prevent indirect influence of the government on the management decision making

processes of WFG.

Keywords: Privatization, Woori Financial Group, Public Fund Oversight Committee,
Civil Ownership
JEL Classification: G18, L33





