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Abstract

I . The purpose and the need of this study

[ ] Concerning the management and operaion of the National Pension
Service (hereinafter referred as NSP), such issues as lack of
professionalism, independence and passive and conservative
management are recently raised, which conflict other issues
like securing representativeness of fund management committee

and maintenance.

[] Since the introduction of the National Pension Service
(hereinafter referred as NPS) discussions about reorganizing
service system and fund management have been made on
numerous occasions. However no reform has been made
since the amendment of 1998. It is necessary to seek the
effective a reorganizing plan through a comprehensive
comparison-analysis of the government bills and members of

the National Assembly bills.

[ ] Therefore, in order to expand the sustainability of the NPS,
this study will review the current legislation concerning the
management and applications of the NPS along with the main

contents of the government plans proposed after 2000, and



the reform plan suggested in 2012. Then it will propose the
legislative reforms by examining the issues of amendment and
the problems raised so far for the effective management and

application of NPS fund.

II. Main Contents

[ ] NPS composes the Ist social security network and performs
the public function as basic life income security system

despite the Basic Senior Pension system.

[] As social insurance assets, NPS fund is part of national
finance and it should be managed and operated in accordance

with its goal, “to support seniors.”

[] NPS fund management ought to comply the stability,
profitability and publicness, based on the National Finance
Act and the National Pension Act. Moreover, it is required
to secure the independence and flexibility in accordance with

NPS fund management guidelines.

O The five basic principles must be applied mutually and a fund
manager has a fiduciary duty to pensioners and members of NPS.
If the fiduciary duty is deemed as similar to ‘product man plan’
in the Common Law, it is necessary to consider adopting prudent

investor rule for more active fund operation.



[] For the sustainability of NPS fund, fund management and
application system should be reorganized along with financial
stability. It mostly consists of reinforcement of organ’s

independence and professionalism for profit improvement.

O Yet, from the perspective of sustainability, NPS should concern the
balance among the generations. In other words, objective analysis
and evaluation is needed for improving the sustainability of NPS:
the analysis and the evaluations should concentrate on the balance

among the generations with big picture and long-term plan.

[ ] NPS fund is established on January 1998 with National
Pension System and it has the Fund Management Committee
as highest decision-making organization for effective mana-

gement.

O Current issues of fund management and application are the
reinforcement of professionalism and independence of Fund
Management Committee. However, for the composition of Fund
Management Committee, the representativeness is contradicted to
the security of the responsibility and the clarity if the committee

member is composed with only the professional investors.

O Amendment bills after 2000 have mostly addressed the issues of
the permanent committee, improvement of professionalism and the
publicness and independence of the Fund Management Committee

in NPS.



[ ] As for the current fund management and application, the main
issues are inefficiency caused by impermanent committee in a
decision making process and the interference by the Ministry

of Health and Welfare.

O As for the integrated operation in system and fund, the main
issues are inefficient operation of fund operating committee and
the lack of professionalism and effectiveness in supervisory

institutions.

[] Main reform of the current Fund Management Committee is
to establish the small committees to be consisted of the
professional investors. It will reinforce the substantial

functions and rolls of Fund Management Committee.

[ ] As making task force team with professionalism for fund
management in the Ministry of Health and Welfare, the rolls

of authority will be improved.

[ ] The issues of the publicness of Fund Management Committee
should be considered to perform the intermediate process

through the NPS internal reorganization.

O For organic connection between NPS system and fund, Fund
Management Commiittee should be retained in NPS and drive the
proper functions and the rolls, based on the applicable ‘National

Pension Act’ proposedly.



[] In case of establishing ‘National Publicism Committee’ as

society consent organization, it can be applied to the signifi-
cant measures to solve such matters; enhancement of national
understanding about reorganizing the fund management system

for deriving the national trust and assent.

IIT. Expectation

[ ] With reforms in the fund management and application system,

»

national confidence in senior income-guarantee system can be
earned, which will contribute to the formation of the basic
policies for the realization of the Korean model of a welfare

state.

The legislative reform measures and the policy-making grounds,
related to the current National Pension Service Fund’s

management and application will be prepared.

Key Words : National Pension Fund, Fund Management and
Application System, National Pension Manage-
ment Commission, National Pension Service,
Fund Management Committee, Fund Manage-

ment Corporation, Liability Reserve, Sustainability
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