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COST = 125022 - 22093+PRIVPER - 102.01+*GOVTON -
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(-2.319) (-1.558) (-2.341)

+ 30067*APTPER + 84.30+PERSON - 43290+*PERTON

(1478) (25568) (-3.857)
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= UMY A LAl Mg MEAE E(%)
ME 9,236,746 1,497,701 1,309,765 9.9
ot 2,827,551 1,699,177 414910 74.8
o+ 1,797468 1,086,508 285,450 76.3
oI 2,086,248 1,315,901 236,794 744
=i 1,120393 948,794 154,788 62.8
S 1,076954 643,562 148,009 735
=0 957,224 506,124 128,827 71.6
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oI 2,859,723 1,347,206 471
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=0 1,236,360 991,444 47.8
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) 9=r9] PFI(Private Finance Initiative)
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Abstract

The purpose of this research lies in suggesting diversified financing methods for
public projects and its resulting efficiency. The scope of the research is put on
ether ongoing projects of Seoul or future ones. We discuss how the Seoul
municipal government can not only carry out the public projects using private
capital so that it would overcome financial constrain but also reduce financing
costs. That is, we suggest appropriate financing method for each public project so
the Seoul municipal government can perform more projects with the given budget.
Also we study what institutional reforms are needed to apply these financial
methods for public projects. What differentiates this research from the previous
ones is that we describe a concrete financing method for each public project and

lay a environmental foundation necessary for implementing the financing methods.

So far most of public projects have been financed by either the Seoul municipal
government budget or debt financing. However, we are concerned with the
financing methods for public projects that private capital employs in the capital
market so the Seoul municipal government can take civilian Innovation and
efficiency. To this end, we have two suggestions for financing methods for public
projects, one that improves financing methods in use, and another that encourages
new methods. These financing methods comprise of project financing,
ABS(Asset-backed Security), REITs(Real Estate Investment Trusts), and TIF(Tax

Increment Financing).

- Project Financing: Civilian company uses project financing to raises fund in
the capital market for building a public facility based on cash flow from the
facility.

- ABS: Either the Seoul municipal government or civilian company issues ABS

to raise fund for building a public facility by pledging cash flow from the
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facility as security.

- REITs: REITs company builds or buys a public facility and rents it back to

the Seoul municipal government.

- TIF: The Seoul municipal government issues TIF bonds to raise fund for
redeveloping an economically depressed area, and the TIF bonds would be

repaid by tax increment expected in that area after redevelopment.

These financing methods, ones usually used in advanced countries to fund
public projects, are at infant stage in the nation but expected to be used more
frequently for either private or public projects. However, in order to fully utilize
these financing methods, financial climate must be cultivated such that there must
be fully developed capital market, capital market transparency, and financial
expertise, all of these being pivotal for measuring future earnings and their
associated risk. In addition, public officers involved in building public facilities and
service have to view more favorably civilian participation that brings in financial
efficiency and innovative idea and to take administrative measures to facilitate
civilian participation. More concretely, the local government has to provide
precondition such as economic stability, and transparent and simple administrative

procedure so civilian partners can take public projects as low risk-low return ones.

This research investigates the financing methods and studies how they can be
employed to public projects. Especially, to differentiate from the existing researches,
we 1dentify characteristics of each of public projects and suggests an appropriate
financing method for each one. This research reaches beyond the existing
researches that introduced basic concepts of tax system and structure of financing
methods for financing public projects, and does a deeper case study to have a
complete understanding of the financial methods. Though the employment of these
financial methods is rare in the nation, we try to find a proper financial method
that fits each project. Finally, we take a look at the current city organization and
system involved in civilian participation and make suggestion about how the Seoul

municipal government should improve the system.
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