SK hynix — ESG Performance, Stewardship and Governance Reform

Case Overview

SK hynix is one of the world’s leading memory semiconductor manufacturers and a core
affiliate of South Korea’s SK Group. Its products are essential to data centers, artificial
intelligence, consumer electronics, and next-generation digital infrastructure. While
technologically competitive, SK hynix has historically operated within South Korea’s
chaebol governance system, characterized by concentrated ownership, complex cross-

shareholdings and limited board independence.

Over the past decade, SK hynix has become a prominent example of how sustained investor
stewardship, regulatory pressure, and internal strategic reassessment can drive measurable
improvements in ESG performance. Rather than responding through symbolic disclosure
alone, the company has undertaken structural changes in governance, climate strategy and

stakeholder engagement.

This case examines SK hynix as a test case for whether ESG integration and stewardship can
meaningfully improve governance and sustainability outcomes in chaebol-led firms without

undermining competitiveness.



Company and Market Context

South Korea’s semiconductor industry is globally competitive, export-driven, and
strategically important to national economic growth. At the same time, the chaebol system
has long raised concerns among investors regarding minority shareholder rights, related-party

transactions, and board accountability.

As discussed in your book, sustainability reform in South Korea is shaped by a tension
between global investor expectations and domestic governance traditions. Regulatory
reforms, stewardship codes, and growing foreign ownership have increased pressure on large

corporates to improve transparency and accountability.

SK hynix operates within this environment as both a national champion and a publicly listed
global supplier. Its ESG trajectory therefore carries broader implications for how governance

reform can unfold in similar Asian corporate structures.



The Strategic Sustainability Challenge

SK hynix’s sustainability challenge is multi-dimensional:

Governance: Improving board independence, oversight, and decision-making within

a chaebol structure

e Environmental: Managing the high energy and water intensity of semiconductor
manufacturing

e Social: Ensuring labor standards, safety, and supply-chain responsibility in a complex
global ecosystem

o Capital markets: Responding credibly to increasing investor scrutiny and

stewardship engagement

Unlike firms that rely primarily on disclosure, SK hynix faced persistent engagement from
domestic and international investors pushing for structural governance reform, including

board composition, risk oversight, and capital allocation discipline.



Stewardship as a Catalyst for Change

A defining feature of SK hynix’s ESG evolution has been the role of long-term stewardship.

Investor engagement focused not only on environmental targets, but on:

e Board effectiveness and independence
e Oversight of climate and transition risks
o Executive incentives linked to ESG performance

e Transparency around related-party transactions

This engagement was gradual, private, and relationship-based—reflecting the realities of
corporate influence in South Korea. Over time, SK hynix implemented changes that signaled
greater alignment with global governance expectations, while maintaining strategic control

and operational focus.



Decision Point

By the mid-2020s, SK hynix faces a strategic inflection point:

How far should the company continue to push governance and ESG reform to meet
global investor expectations—without destabilizing internal control structures that

support long-term investment and innovation?

Executives must assess whether further reform strengthens resilience or introduces friction.
Investors must decide how to calibrate engagement and escalation in a system where change

is incremental rather than abrupt.



Learning Objectives

After discussing this case, students should be able to:

1. Understand the role of stewardship in driving ESG change in concentrated ownership
systems

2. Analyze governance reform within the context of chaebol structures

3. Evaluate ESG performance beyond disclosure metrics

4. Assess how investor engagement influences capital allocation and risk management

5. Compare governance reform pathways across Asian markets



Discussion Questions

1. To what extent can stewardship improve governance outcomes in chaebol-led
companies like SK hynix?

2. How should investors balance patience and escalation when engaging with Asian
corporates?

3. Are governance reforms at SK hynix primarily investor-driven or strategically
motivated?

4. How can ESG performance be assessed meaningfully in capital-intensive industries?

5. What lessons does SK hynix offer for governance reform in other Asian markets?



