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EXECUTIVE SUMMARY

A Study on the Management of
Public Conflict in the Port Sector

Se-Won Kim - Chan-Ho Kim - Ki-Sup Sim
Ga-Hyun Kim - Hye-Ryeong Lee - Jong-Hun Chae

1. Purpose

= As South Korea's conflict index is significantly higher than
other nations, Office for Government Policy Coordination has
established and operated the Regulations on Public Conflict

Prevention since 2007.

- Conlflicts in the port sector not only incur additional social and
economic costs, but also lead to declining brand image as well
as the competitiveness of ports, and further have a huge impact

on regional industries and national competitiveness.

- Since the restructuring of the preliminary feasibility survey
system in 2019, a new factor of ‘external conditions such as
residents’ attitudes towards a project’ has been included in policy
assessment. Therefore, conflict management will become more

important for the implementation of port projects which require
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massive financial investment.

The purpose of this study is to propose conflict management
strategies applicable to the port sector by comprehensively

collecting and categorizing port-related conflict cases.

A. To identify and analyze the conflict management system of
the Ministry of Oceans and Fisheries having jurisdiction over the

port sector

B. To quantitatively estimate the social cost of port-related

conflicts

C. To broadly investigate, collect and categorize conflict cases

in the port sector through a variety of channels

D. To present preventive and response measures for conflict
management by collecting opinions of those in charge of polies

relevant to conflict management system in the port sector

E. Provide policy suggestions of conflict management strategies

that policy makers are able to utilize

2. Methodology and Features

1) Methodology

XVi

= A survey was conducted to residents in major port areas and

estimate the cost of conflict based on a contingent valuation

method.

= Cases of port related conflicts were collected and analyzed



EXECUTIVE SUMMARY

through literature review and interview via a variety of

channels.

= A Delphi survey was carried out targeting those in charge of
port policies and conflict experts to extract problems and
improvement measures of conflict management system in the

port sector.

= The opinions of those in charge of port policies and conflict
experts were collected and discussed through workshops and

advisory meetings.

= Collaborative research was conducted with a research
institute specializing in conflict management (Korea Institute

of Public Administration)

2) Analysis result of preceding studies and differentiations of
this study

* Whereas conflict related research on transportation
infrastructure has been continuously conducted such as
roads, railways and airports, studies on conflicts in the port

sector are extremely insufficient.

= This study differentiates itself from preceding studies for the

following reasons;

- First, this study collected and categorized conflict cases that

occur in the whole process from port development, operation
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and redevelopment through a variety of channels.

Second, the social cost resulting from port-related conflicts was

estimated through the contingent valuation.

Third, effective strategies for conflict management were
suggested that government departments and relevant institutions
are able to apply by reflecting on the situations where conflicts

occur and are managed in the port sector.

Fourth, measures for conflict management were presented in the
form of a diagram that includes conflicts potentially occur in

the whole process of port project.

3. Result

1) Estimation of the cost of conflict in the port sector

xviii

The social cost resulting from conflict was quantitatively
suggested to understand the importance of the need to
conflict management as well as the right decision-making

process.

After setting up hypothetical situations for conflict management
in major ports (Busan port, Incheon port), this study calculated
the cost of conflict by estimating willingness to pay (WTP) of

residents in port hinterlands.
The targeted population for this survey was residents of Busan
metropolitan city, Changwon city, and Inchon metropolitan city

on which Busan port and Incheon port are located as direct
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hinterlands.

= Prior to estimating the cost of conflict, most respondents
replied that ports have a significant impact on the regional
economy and recognize the importance of conflict management
in a survey on the awareness of conflict management in the

port sector.

= The cost of conflict for Busan port and Inchon port was
estimated to be 7.2 billion KRW and 13.4 billion KRW
respectively on an annual basis, which is a significant amount

given that it is additional cost other than the project cost.

- If the estimation is expanded to ports across the nation, the cost

would further increase.

2) Theories of public conflict management and the present

status of Korea's conflict management system

= In this study, public conflict in the port sector is defined as
“conflict of interests arising from the process of establishment
and implementation of policies as well as from the process of
execution of laws and regulations by the central administrative
agencies, local governments and public institutions during

the development and operation of ports’
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{Comparison between general conflict and public conflict)
Public conflict in the Port

General conflict Definition of public conflict
sector
¢ Conflict of interests
arising from the
* (Broad definition) process of
* Broadly encompassing Conflicts resulting from a gstabhshmer_wt ancz
from the state of an variety of social problems |m|plemer]:tat|onho a
individual’'s psychological being discussed in the policy or ][om e
distress to a discord public sector. pfr(l)cess © exec:Jtl_on
between nations. * (Narrow definition) g ?t\:\éss;irraelgu ations
* Generally defined as a Conflict of interests in the aéllministrative
confrontation or hostile process of establishment agencies, local
m’gere_achlons betvv?en . or Lr;jpleTentatlon Ogr governments and
principal agents ot action. g;;ojelitpo icy or a public public institutions

during the
development and
operation of ports

Source: Summarized by the authors based on Office for Government Policy Coordination
(2020)

= Public conflict management prepares structures or conditions
that prevent conflict from escalating and further deteriorating,

while producing beneficial results.

- Approaches in public conflict management can be classified into
traditional conflict resolution (legal proceedings etc.) and

alternative dispute resolution (ADR).

= The Ministry of Oceans and Fisheries has established a
conflict management system in accordance with relevant

directives, but has limitations in its operation.

- Limitations in the organization and operation of the Conflict

Management Deliberation Committee: Although the committee
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includes conflict experts, there is no clear distinction from

general advisory committees and has been operated as a formality.

Challenges in conflict diagnosis and underused conflict impact
assessment; Having totally different purposes and methods from
environmental impact assessment and regulatory impact
assessment, conflict impact assessment has been mixed with

general institutional improvement tools in its operation.

Inadequate organization and operation of conflict mediation
council: Mediation is a process wherein a third party coordinates
the interests of relevant parties, seeking mutually beneficial
measures. However, the conflict mediation council has been
operated no different from general response councils or experts’
councils.

Despite a number of education programs related to conflict
management currently in operation, the capacity for cooperation
and mediation should be improved such as countermeasures by
a different type of conflicts and communication methods with

stakeholders for effective conflict resolution.

Basic directions for extracting strategies of public conflict

management

A. Strengthen the functions of conflict diagnosis and the

formation of public opinion

B. Enhance the understanding of conflict resolution system and

boost mediation capacity

C. Seek ways to increase policy acceptance in the first place in

order to boost public trust of the government
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3) The present status of public conflict in ports and relevant

case analysis

XXii

Based on the aforementioned definition of public conflict,
this study collected data through domestic conflict databases,
judicial precedents, internal data of the MOF and media

reports.

A total of 62 conflict cases include all metropolitan governments
where ports are located. Busan port has the highest number

conflict cases followed by Incheon port.

The 62 conflict cases were categorized by @ the principal
agent of conflict, @ the stage of port project and ® conflict

issue.

In the categorization per principal agent of conflict, conflict
between the government and the private sector was the
highest with 41 cases (accounting for 66.1%), followed by the
conflict between government and government with 15 cases
(24.2%) while private—private conflict accounted for 6 cases

9.7%).

Of the 15 cases of government—government conflict, the majority
of them occurred between local governments (10 cases) followed
by the conflict between central governments (4 cases) and one

between central and local governments (1 case).

Most of the conflicts between local and local governments

resulted from the location and jurisdiction surrounding ports
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(over jurisdictional administrative divisions) and ambiguous
functions or scope between local governments such as the name
of a port.

(Detailed standards for the categorization per principle agent of conflicts)

Categoriz
ation | Type of conflict Meaning
standards
Central - Central, Central - Local, Public enterprise -
Government - . . . )
Public enterprise, Local — Public enterprise, Local -
Government Local
Principle oca
agent of | Government — | Government — Public, Government — Interest group
conflict Private (labor union, association, NGO, etc.)
Private - . _
Private Public - Interest group, Interest group — Interest group

Footnote: Private—Private conflicts only include cases resulting from the implementation of
government policy
Source: Rewritten by the authors to accord with the purpose of this study based on Kwon
Kyung-Deuk and Lee Kwang-won (2017) p. 88

- As for the cases of private — central government, many of them
involved with the opposition from residents in attracting port
facilities in accordance with the plan of port project. In addition,
conflicts were related to non-management authority and the
discontent over the fishery compensation resulting from port

development.

= According to the categorization per project stage, the highest
number of conflicts occur during the development stage with
27 cases (43.5%) followed by the operation stage with 25 cases
(40.3%) and the redevelopment stage with 10 cases (16.1%).

- Looking into specific project stages during the development, the

number of conflicts after the construction was higher with 13
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Categorization ~ Type of
standards conflict

Port project

cases compared to 6 cases of conflict that occurred after the

announcement of basic plans.

Conflicts that took place before the construction mostly involved
with disputes over the location in the basic plan of port project
or disagreement between the government and the private over
the selection of developers. However, conflicts between local
governments can happen during this stage resulting from the
basic plan for port project (the National Port Master Plan and

the Master Plan for the Construction of New Ports).

After the start of construction, a variety of issues arise including
conflict over fishery damages (discontent over the compensation
on fishery damages) and environmental damage. During the
construction, conflicts between local governments occur over

harbor limit.

(Standards for the categorization per stage of port project)

Meaning

Conflicts that occur during the development of a

Development new port of port facilities

Conflicts that occur during the operation of a new

Operation port or port facilities

stage

Redevelopm | Conflict that occur during the redevelopment of
ent aged and idle ports

Source: Prepared by the authors

XXiv

According to the categorization of conflict issues, 8 cases
were involved with jurisdiction, 12 cases were related to
administrative affairs, 8 cases over operation and work rights,

10 cases over compensation, 9 cases over cost, and 14 cases
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were related to regional development.

(Standards for the issue—based categorization)

Categorizatio Type of

n standards conflict lVieaning

Conflicts related to jurisdictional administrative
Jurisdiction | districts of a port, port name and jurisdiction over
facilities

Conflicts related to administrative affairs in the
process of port project including approval, licensing
and selection of businesses

Administrativ
e affairs

Oberation and Conflicts related to the safety operation of project
\E\)/ork fights that may result from the abolition of port functions
Issue g and redevelopment as well as work rights of laborers

Conflicts related to financial compensation of

Compensation damage including fishery damage

Conflicts related to cost charges such as port facility

Cost fees and taxes

Conflicts arising from differences over opinions on
Regional port-related development projects mainly related to
development | the establishment of non—preferred facilities and
environmental and safety problems

Source: Rewritten by the authors to accord with the purpose of this study based on Kwon
Kyung-Deuk and Lee Kwang-won (2017) p. 88

= Looking at the settlement of closed cases, the highest number
of cases was closed through court rulings, followed by

mediation or arbitration

- With a few cases of utilizing a dispute mediation committee,
conflicts in administrative affairs in particular ended up in court

ruling for settlement.
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{Summary of conflict resolution methods per issue of public conflicts in ports)

Final method of conflict resolution

Classification  withdra Negoti

Jurisdicti
on

Administr
ative
affairs

Operation

/Work

Issue rights

Compens
ation

Cost
Regional
develop

ment

Sum

on
wal | ation | /arbitra executi
tion
0 0 1
0.0% 0.0% 11.1%
0 0 0
0.0% 00% 0.0%
1 1 1
12.5% [ 12.5% 12.5%
0 1 2
0.0% 10.0% | 20.0%
0 0 2
0.0% | 0.0% @ 22.2%
3 1 4
21.4%  7.1% | 28.6%
4 3 10
6.5% | 4.8% 16.1%

Mediati Adminis
trative

on
0
0.0%

0.0%
1
12.5%

0
0.0%
1
11.1%
0

0.0%

2
3.2%

Court  Legislati

ruling

6
66.7%
12

100.0%
1
12.5%

6
60.0%
5
55.6%
0

0.0%

30
48.4%

Source: Rewritten by the authors based on court ruling cases

= Major case analysis per type of issues

on

0
0.0%

0.0%

0.0%

10.0%

11.1%

0.0%

3.2%

In
progress

2
22.2%
0

0.0%
3
37.5%

0.0%

0.0%

42.9%

1
17.7%

Sum

9
100.0%
12

100.0%
8
100.0%

10
100.0%
9
100.0%
14

100.0%

62
100.0%

- Conlflicts in the port sector possess a variety of issues with each

issue having different principal agents of conflict and project

stages

- Given the characteristics of conflict management, it is necessary

to seek a dualistic approach that includes preventive measures

and response measures. — Measures to prevent legal lawsuits

beforehand should be prepared.
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- Given the low ratio of conflict resolution via negotiations, it is
necessary to accurately understand the demand of stakeholders
by utilizing a participatory decision-making approach, so as to

increase the bargaining power.

4) Suggestions of strategies for conflict management in ports

= Based on the type of conflict issues, a Delphi survey method
was utilized to draw the relative influence of conflict causes

and the importance of measures for conflict management.

- Questions of the Delphi survey consisted of @ the content related
to the standards of conflict diagnosis, @ the degree of impact
that a cause of conflict has on the occurrence of public port
conflict per issue, and ® the importance of conflict management

and solutions suggested per each issue.

- The main cause of public conflict in the port sector was analyzed
to be the lack of collecting and discussing opinions of
stakeholders and the absence of a means of communication (9.1
points).

- As for preventive measures, proceeding with the formation of
public opinion is most critical as it aims to collect the opinion
of a region and discuss the direction for development before

making concrete decisions.

- In terms of response measures, the most important task is to earn
the trust of residents and those in objective positions in the
process of investigating the causes of conflict as well as devising

measures.
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This study analyzed causes of other conflicts per type of issues,
while estimating the priority of preventive and response measures

for conflict management.

Based on the result of the survey, this study sought strategies

for conflict management in ports

- Strategies for conflict management based on conflict causes can
be summarized as follows; strengthening the functions of public
opinion formation and mediation, boosting trust by securing the
transparency and fairness of the government and enhancing the

specialized capacity of conflict management.

- From the perspective of strengthening the functions of public
opinion formation and mediation, preventive management may
include enhancing the process of collecting the opinion of
residents in advance, and formulating a multilateral consultative
body consisting of manager-level officials. As for response
management, this study proposed the utilization of a third party
mediation and dispute mediation organization, and the

implementation of public opinion survey afterwards.

- In terms of boosting trust by securing the transparency and
fairness of the government, preventive management may include
the establishment of concrete responsibilities and authorities
from the planning stage, and the preparation of transparent
compensation system. For response management, the suggestion
includes the objective verification of causes of damage and

earning the trust of stakeholders.

- In order to strengthen the specialized capacity of conflict
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management, this study proposed the preparation of conflict

diagnosis checklists and the operation of port conflict
management forum (proposal). As for the strategies for response
management, suggestions include boosting the mediation
function of conflicts by the Ministry of Oceans and Fisheries, and
the operation of healing and relationship recovery program after

the end of conflicts.

This study proposed the application of conflict management

strategies per each project stage.

( Conflict management strategies of port development stage)

Implementation process of port project

Methods for conflict
management

* Before the
occurrence of conflict

* Conduct a preventive
conflict impact
analysis: Forecast
conflicts by
conducting a
small-scale
preventive impact
analysis

* (When conflict is
* Consult expected): Formulate
with an administrative
Establish a basic plan relevant consultation body
institutions with relevant
institutes
‘ Estlmate * Collect the opinion of
investment id h h
size and resye'ntst rougna
secure partlplpatory decision
finances making process
Delk;betr;ation * Investigate . .

y he Confirm and announce the * Diagnose conflict
Central the basic plan relevance issues at the Central
Harbor P with other Harbor Policy Council
Policy plans such
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Implementation process of port project

Methods for conflict

management
as plan for
- the use of
Council national
territory
° Review the
preliminary
feasibility
* Conduct strategic
* Conduct the| | conflict impact
feasibility analysis
study and * (Before basic design)
basic study | | hold a briefing session
for residents
Investigate * Consult
the scope of with * Arrange a
compensati relevant consultative body for
on institutions compensation
Basic design * Environmen | | (If necessary)
tal and Operate a joint
transportati damage investigation
on impact team
assessment
° Energy use
Secure the plans
budget * (Before construction
design) Hold a
briefing sessions for
residents
Calculate
compensati Construction design
on expenses
* Consult
with
relevant
institutions
* License and
approval
related to
urban
planning
and

XXX
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Methods for conflict

Implementation process of port project S Ehagement

constructio
n execution

Announce the After the occurance of
implementation plan conflict

* Carry out conflict
impact analysis for
resolution

* Formulate a conflict
mediation committee

The process of
construction contract

Discuss and and start the
pay the mediation process
compensati
on

* Dispute mediation
Start the construction committee

Source: Prepared by the authors based on the MOF (2021b) and Office of Government Policy
Coordination (2016) pp. 132 - 151

5) Conclusion and policy suggestions

= Policy suggestions were made that the Ministry of Oceans and
Fisheries as well as port authorities need to implement for

conflict management in the port sector.

- (Suggestion 1) Establishing a database for port conflict cases and
related legal precedents: The ‘Guideline for Non-management
Port Authority Port Development Projects’ contains several

precedents but the scope and number of cases was limited

- (Suggestion 2) Developing the Port Conflict Index and a regular
monitoring system: A roadmap for the development of Port
Conlflict Index (proposal) was suggested to quantify the level of

port conflict
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- (Suggestion 3) Developing a manual for port conflict
management by the MOF. Currently, a standardized conflict

management manual does not in place in the port sector

(Suggestion 4) Strengthening the utilization of conflict impact
analysis: Analysis methods such as ‘Simple Conflict Impact
Analysis’ and ‘Strategic Conflict Impact Analysis’ should be
phased in and applied

(Suggestion 5) Amending the Harbor Act (proposal): Conflicts
should be forecasted and diagnosed in establishing and changing
port policies by including conflict experts to the Central Harbor
and local deliberation

Policy Council or subcommittees

committees that deliberates matters related to the establishment

and change of policies in the port sector

{(Amendment of Article 4 of the 'Enforcement Decree of Harbor Act’ (proposal))

Current law

Article 4 (Formulation and operation of
Central Harbor Policy Council) @
(Omitted)

® (Omitted)
1.~2. (Omitted)

3. A person commissioned by the
Minister of Oceans and Fisheries
considering the gender among those
with abundant academic knowledge and
experience in port development and
operation, city and district planning,
architecture and scenery, environment,
marine leisure and technical standards of
port facilities as well as representatives
of port users

®@~® (Omitted)

Amendment (proposal)

Article 4 (Formulation and operation of
Central Harbor Policy Council) O (Same
as current)

® (Same as current)
1.~2. (Same as current)

3. A person commissioned by the
Minister of Oceans and Fisheries
considering the gender among those
with abundant academic knowledge and
experience in port development and
operation, city and district planning,
architecture and scenery, environment,
marine leisure, technical standards of
port facilities and conflict management
as well as representatives of port users

@~® (Same as current)

Source: Prepared by the authors based on the Enforcement Decree of Harbor Act
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- (Suggestion 6) Amending the MOF's conflict-related directives
(proposal): The amendment should contain the content on the
allocation of the budget for conflict management and mandatory

education of conflict management

{Amendment of ‘Regulation on MOF Conflict Management (proposal)’)
Classification Current law Amendment (proposal)

Article OO (Budget of conflict management)
Conflict managers shall draw up and operate
the budget necessary for conflict management
activities

Content Newly established | Article OO (Education of conflict management)

Conflict managers shall conduct education and
training to belonging employees necessary for
preventing conflicts and improving resolution
capacity

Source: Prepared by the authors
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A S 22 At tisfr SEAA "2 A9

11) Al7|4(2021), p. 94.

25



NS A5 AgdS AE 4/\}7} A= 2= AR o"E gtk
AL w1, m— Ass) > u(0, mss), o(l,y — As) +¢ >0(0, Z/*ms)+€0,—;_

SERIC olE ThAl o8 A3t o] LT 4 e

Lv=r(ov=v(1,m— Ais) —v(0,mis), 7 = €~ € 21(2)
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A A(7)0] ¥zt =&H .

F(0)=1-G(A) = — 2(6)
1+

e
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