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A Study on the Activation Plan of Profit-Oriented
Public Projects in Busan

Kim, Jong Woo

Department of Economics
Graduate School of Business Administration

Pukyong National Univerty
Abstract

The local government system was first introduced to Korea in
1991 and the first municipal/provincial election was held in 1995.
The local government system has brought about some positive
results including balanced development across regions and more
representation of local interests in politics. However, regional
development is contingent upon the financial capability of local
governments and the level of satisfaction of the citizens widely
varied, depending on the taxation set by local governments. To
ensure continued development of the area, while preserving the
locality, the local governments are seeking the ways to finance
their businesses and involved in various Profit-Oriented Public
Projects.

The objective of this study is firstly to gauge how the

Profit-Oriented Public Projects contribute to the financial stability

or independence of local governments as well as analyzing the

effectiveness of Profit-Oriented Public Projects. The city selected for

this study is Busan Metropolitan City, which is gaining more
importance in Korea, as the federal government designated the city
as the first Logistic-bub city and has been shifting its functions to
the city. The 17 Local entities in the city have been individually
implementing Profit-oriented Public Projects in accordance with

Ministries of Government Administration’s guide in Korea. This

-y -



guide already set 6 categories of Profit-oriented Public Projects.

This study identified the problems and suggested the solutions
with regard to the Profit-Oriented Public Projects as follows:

Firstly, problems with selecting line of business: In choosing a
line of business, one should take into consideration a number of
factors including feasibility, possibility for re-supply and
contribution to the coffers of a prospective business, however, local
governments tend to adopt business other local governments have
been successful in, assuming that the results other local
governments achieved will be repeated for them, as well.

A solution to this problem would be to find a business that
balances public interests and profitability.

A second problem arises when the local governments lack
professionals and skill required to analyze feasibility, yet still they
embark on projects that is beyond their capacity. As a result,
excessive workloads are heaped on government workers, and
regulations governing the revenue businesses become rigid or
illogical.

Suggested solutions are: leaders of local government should take
on a proactive role in relations to revenue businesses, ensure the
officers put in charge of revenue businesses participate in
decision-making process and encourage specialized departments in
the government to lend its expertise on revenue operations or
introduce the expertise from the private sector to revenue
operations.

The limits of this study stems from the lack of statistical
information with regards to the revenue businesses and the
difficulty extracting information of statistical significance from the
government workers who are in charge of revenue businesses, due

to their lack of expertise in revenue businesses.
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