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EXECUTIVE SUMMARY

A Study on Institutional Improvements
for Expanding Private Investment in
the New Port Construction Project

Bo-Kyung Kim- Seung-Hyun An-Da-Ye Lee

1. Background and Purpose

1) Background

= Need for enhancing utilization of the ‘New Port Construction

Promotion Act’ to expedite the development of new port

- Private investment is crucial for the development of new ports
in securing insufficient finances, applying innovative private
development and operational methods, and timely securing port

facilities to adapt to changing port conditions.

- The absence of procedures for selecting operators under the
‘New Port Construction Promotion Act’ has resulted in mainly
government-appointed implementation of new port development

projects, with a lack of private investment cases applying this law.

Xi



- Therefore, shortcomings in the operator selection process and
the method of selecting operators through competition are
recognized as hindrances to utilizing the ‘New Port Construction

Promotion Act’ for private investment.

= Necessity for institutional improvements to enable the
pursuit of private investment projects using the ‘New Port

Construction Promotion Act’ in new port development projects

- There’s a need for establishing an objective and rational
operator selection process through competition, aligning with
the purpose of the New Port Construction Promotion Act’ to
expedite port development projects compared to procedures
outlined under other laws.

- Additionally, addressing institutional shortcomings in the project
implementation process is necessary to ensure profitability and
investment recovery for private investors participating in New

Port development projects.

2) Relevance to National Projects

= Establishment of an Institutional Basis for Activating Private
Investment in the New Port Development Project in connection
with Fiscal Normalization Supporting Private-Sector-led Growth

and Ensuring Fiscal Sustainability(National Project No. 5)

- Creating a competitive method under the ‘New Port Construction
Promotion Act’ to select private investors as project implementers

and defining project implementation procedures to secure the

xii



EXECUTIVE SUMMARY

institutional validity of private investment projects in the new
port development.

- This directly relates to ‘Supplementing Fiscal Investment Capacity

through Activating Private Investment(5-2)'.

= Additionally, as expedited port development projects proceed
according to the law, timely securing port facilities becomes
feasible, contributing to ‘Establishing a World-Leading Maritime
Logistics System(National Project No. 40)’.

- Establishing Institutional Grounds for Swift Development of
Saemangeum New Port, Jeju New Port, and other ports solely
designated as new ports, ensuring their rapid development.

- Interconnecting with ‘Creating Global Hub Ports through Smart
Technology Integration(40-3)' to expedite and efficiently construct
port facilities, thereby establishing strategies for port-related

departments to promote port-related policies.

3) Purpose

= The purpose of this study is to propose institutional improvements
to activate private investment projects using the ‘New Port
Construction Promotion Act' in a new port development
project.

- Firstly, by analyzing the hindrances and institutional issues
preventing private investment under the ‘New Port Construction

Promotion Act’, identifying the limitations of port development

projects applying this law.

xiii



- Secondly, presenting legislative amendments to ensure the

smooth progress of private investment projects using the New
Port Construction Promotion Act.

2. Methodology

1) Academic methodology

Xiv

Analysis of port development projects and private investment
initiatives through literature and statistical data examination,
understanding the current status of project implementation

and operator selection processes.

Utilizing various statistical data and case studies to discern the
approaches, types, targets, and entities driving port development
projects. Deriving the significance of private investment initiatives

in port development and the necessity for their activation.

Comparative analysis of relevant laws to identify limitations
in promoting private investment initiatives under the New
Port Construction Promotion Act and reviewing aspects
requiring institutional improvements.

Review of legislative cases related to development projects

including the ‘New Port Construction Promotion Act,” ‘Port Law,’

‘Private Investment Law, ‘Port Redevelopment Law, etc.

Reviewing development approaches and procedures for similar

Social Infrastructure (SOC) such as airports and railways.
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2) Policy-making methods

= Conducting expert interviews regarding strategies to activate
private investment when pursuing new port development

projects.

- Engaging private investors(operational practitioners), port authorities,
legal experts, and government department officials to gather
opinions on necessary legislative and institutional revisions
(including reasons).

- Extracting potential institutional limitations in the actual project
implementation process, administrative handling procedures,
factors impeding project progress, and establishing directions
for institutional improvements and alternative solutions reflecting
these issues effectively.

- Deriving effective institutional improvement strategies and potential

alternatives.

= Incorporating feedback and opinions from relevant departments
and experts during interim and final reporting to enhance

policy effectiveness.



3. Result

1) Summary

XVi

Significance of private investment in a new port development

Previously, port development projects driven by private investment
primarily targeted revenue-generating berthing facilities, mainly

executed as government-notified projects.

Approximately 78% of the total budget allocated for privately
invested projects in the port sector pertains to new port
construction projects. Moreover, 62% of the planned future new
port construction projects are intended to be secured through

private investment.

Limitations in applying the ‘New Port Construction Promotion

Act’ for new port development projects

Instances of private investment projects applying the ‘New Port
Construction Promotion Act,” regulating the means to secure port
facilities promptly by mitigating the shortage of government
funds, are scarce.

Despite the actual longer duration required for privately invested
projects in new port development compared to the New Port
Construction Promotion Act’, these initiatives have been conducted

under clearer procedures outlined in the ‘Private Investment Act.’

Constraints faced by private investors due to institutional

shortcomings in the ‘New Port Construction Promotion Act’
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Compared to the current Port Act’ and Private Investment Act’,
port’ development projects can be executed in a shorter timeframe,

along with various special provisions.

To expedite port development while maintaining these benefits,
the application of the ‘New Port Construction Promotion Act’

is necessary, requiring the rectification of institutional shortcomings.

Key institutional improvement areas involve 1) establishing
procedures for selecting project operators and 2) improving
regulations related to project implementation methods. Proposed
amendments to the law and subordinate statutes have been

reviewed for these aspects.

Revision of the New Port Construction Promotion Act and

Enforcement Decree.

First, regarding the selection process for project implementers,
there’s a need to facilitate the application of public solicitation
and proposal methods. The enforcement decree should stipulate
the selection process, allowing evaluation and designation of

project implementers even when multiple entities compete.

Second, it is necessary to detail within the law and enforcement
decree the key considerations for private investment operators
involved in advancing projects. This includes specifying project
implementation methods and strategies for the recovery of

investment costs.

xvii



(Table) Proposed Amendments Based on This Study’s Findings
Revised Items Main Contents Provisions to be revised

* Inclusion of Article 7, Paragraph 3in  ®* Amendment of Article
the amended bill for the designation| 9-3 in the enforcement

Establishment of delegated project implementers. | decree.

of Procedures | | Specifving orocedures for solicitation Establishment of Article
for Selecting pecitying p 9-2 in the enforcement

Project and evaluation of project plans decree

Implementers |, Specifying proposal and evaluation | ® Establishment of Article

methods (procedures) for project 9-3 in the enforcement
plans. decree.

* Regulations allowing for
determination of project methods,  * Amendment of Article
total project costs, and related 14, Paragraph 1 in the
matters within project plans and law.
execution plans.

Formulation of |, Stipulation of provisions within the

Regulations * Addition of Article 9,
- enforcement decree related to ,
Pertaining to matters delegated in Article 14 Clause 1, Subsection
Project 9 4-2 in the enforcement

(designation of project

Implementation |
P implementers).

Methods, etc.

decree.

* Specification of matters delegated
in Article 14 of the law within
related provisions (Approval and
notification of implementation plan)
in the enforcement decree.

* Addition of Article 10,
Clause 1, Subsection
7-2 in the enforcement
decree.

Source: Prepared by the Authors
2) Policy recommendations

= Promotion of legislative and sub-legislative amendments

- The implementation of currently proposed legislative amendments
and the execution of institutional revisions recommended in this

study are necessary.

xviii
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- Within the ‘New Port Construction Facilitation Act’, procedures
for selecting project executors and outlining project implementation
methods through a competitive process should be stipulated to
enable private investment operators to secure their position as
project executors. Also, it is necessary to establish a legal basis
for determining project implementation methods and investment

cost recovery at the planning stage.

= Furthermore, there’'s a need for complementary institutional
improvements that enable effective implementation of proposed
legal amendments within the ‘New Port Construction Facilitation
Act’

- This includes securing the position of project executors within
the law, introducing specific evaluation methods and procedures,

and institutionalizing private investment methods.

(Table) Additional Institutional Improvement Measures for Activating Private
Investment in New Port Construction Projects

Main contents of the proposal Policy—making plans

* Deletion of the status of project executors in the 'Private
Investment Law' to secure the status of project
executors stipulated in the current law and prevent
conflict of interest (Elimination of the provision treating
project executors as per the 'Private Investment Law )

* Revision of Article 7
of the New Port
Construction
Promotion Act

* Development of guidelines regarding evaluation methods | ® Establishment of
and procedures for project executors (Internal guidelines |  administrative
encompassing operational capabilities, evaluation guidelines (in the
methods, etc.) form of notifications)

* Establishment of regulations allowing project executors
to select private investment methods in line with the
project’s characteristics.

* Alternatively, the introduction of a clause requiring

adherence to the provisions outlined in the Private
Investment Law

* Introduction of new
provisions and clauses
within the New Port
Construction
Promotion Act
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Main contents of the proposal Policy-making plans

* For efficient and consistent policy establishment, the | ®* Amendment of the
integration of the Central Deliberation Council under the |  Enforcement Decree
Port Act (excluding matters related to new ports) and the |  of the New Port
New Port Construction Deliberation Council stipulated in|  Construction

the New Port Construction Promotion Act for unified Promotion Act and the
operation. Port Act
* Establishment of conditions to undertake various
subsidiary projects for ensuring profitability during * Development and
private investment projects institutionalization of
* Consideration for diverse new facility within the port new policies
area.

Source: Prepared by the Authors

4, Expected Outcomes

1) Policy effects

= Enabling private investment projects based on appropriate
legislation for new port development

- Overcoming the limitations of private investment projects using
the New Port Construction Promotion Act due to procedural

gaps, new port development projects can be implemented based

on appropriate legislation.
- Prevention of nullifying of the law by activating project
implementation under the New Port Construction Promotion Act.
= Swift and efficient new port construction project execution

through smooth private investment implementation

- Securing the driving force for the rapid development of new

port-designated areas like Saemangeum New Port and Jeju New

XX



EXECUTIVE SUMMARY

Port by applying the revised procedures specified in the New

Port Construction Promotion Act.

- Facilitating efficient and effective policy formulation and

execution.

2) Social and economic effects

= Mitigation of opportunity costs resulting from shortened

project duration

- Implementing New Port development projects under the revised
procedures of the New Port Construction Promotion Act could
potentially reduce the project duration by approximately two

years compared to applying the Private Investment Act.

- This reduction allows timely establishment of port infrastructure,

contributing to cost savings associated with the time lapse.

= Shortening of project duration by bypassing negotiation

processes

- The revised procedures under the New Port Construction Promotion
Act, requiring private investors to plan appropriate project
implementation and revenue assurance methods beforehand,
could omit the lengthy negotiation process observed in the
existing Private Investment Act. This omission results in a

shortened project implementation cycle.

XXi
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