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ABSTRACT |

How to Assess Value for Money in the Private
Investment in Port Development

There are two methods of seaport facilities procurement : firstly, the conventional
approaches with public funding and secondly, the PPP (public-private partnership)
approaches under a concession agreement between the government and private sector.
The latter method would be valid under circumstances where it saves more government
finance than the conventional methods (design, construction and operation, respectively
conducted by subjects) during the whole project life cycle. It was assumed that the total
government burdens of the PPP approach, government subsidies for the PPP
construction projects are smaller than those of conventional approaches, which are
construction costs minus lease charges. The assumption above, however, needs to be
verified when government pays additional subsidies. Those subsidies are mainly to
guarantee operational revenue for private partners in the same cases started to handle
cargoes under the concession agreement.

It needs, therefore, to verify the following question: Does the PPP project save more
government money than the conventional method project? In other words, it is more
import to verify the value for money (VFM) prior to implementing a PPP project. It
will be useless to verify VFM retroactively due to the approximately 30-year-long
project cycle.

In this paper, it was attempted to set new criteria for testing VFM in the new PPP
port development project. In order to compare efficiencies of the two methods PPP and
conventional firstly, we set the expenditure and revenue items of the two methods
respectively. A standard is then presented how to measure and calculate such items.
This general and conceptual standard was clarified by giving a concrete example. The
given example, three berths of container terminal development PPP project with a



KRW387 billion budget, is presumed to create KRW86 million of VFM as discounted
value. In particular, this new PPP project is deemed appropriate and acceptable to be
implemented within the limits of total cost of PPP project analyzed.

The research will be useful for the policy implementation process because it proposes
judgment criteria and provides confidence to policy decision-makers. It also offers the
opportunity to evaluate the validity of the project by comparing the figures of the VFM
test with those of the concession agreement.
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PSC thete] B setoy
< 527>
(59 : W)

T2 S (T | AL | 94 | Y-S ([ AREEY (R EEET
2010 | 222151 | 222,151 - -
2011 | 46,046 | 46,046 - -
2012 | 60791 | 60,791 - -
2013 | 45781 | 45781 - - -
2014 | 9,879 23,881 1039 | (12,963) (8,448)
2015 | 7,502 222,151 | 24,633 1,112 206,222 127,388
2016 | 3574 46,046 | 24,806 1,658 26,472 15,500
2017 | 2,216 60,791 | 24,980 1,664 39,601 22,028
2018 | 761 45781 | 25153 1,698 23,086 12,145
2019 25,327 1811 | (23516) | (11,726)
2020 25,327 1815 | (23511) | (11112)
2021 25,327 2760 | (22567) | (10,110)
2022 25,327 2775 | (22,552) (9,576)
2023 25,327 2761 | (22,565) (9,083)
2024 25,327 2883 | (22443) (8,563)
2025 25,327 2760 | (22,567) (8,161)
2026 25,327 2774 | (22552) (7,730)
2027 25,327 2761 | (22,566) (7,332)
2028 25,327 2776 | (22,551 (6,945)
2029 25,327 2869 | (22457) (6,556)
2030 25,327 2774 | (22552) (6,240)
2031 25,327 2760 | (22,567) (5,919)
2032 25,327 2775 | (22,552) (5,606)
2033 25,327 2761 | (22,565) (5,317)
2034 25327 2883 | (22443) (5,013)
2035 25,327 2760 | (22,567) (4,778)
2036 25,327 2774 | (22552) (4,526)
2037 25,327 2761 | (22,566) (4,292)
2038 25,327 2776 | (22,551) (4,066)
2039 25,327 2869 | (22457) (3,838)
2040 25,327 2774 | (22552) (3,653)
2041 25327 2760 | (22,567) (3,465)
2042 25,327 2775 | (22,552) (3,282)
2043 - - - 25,327 2760 | (22,567) (3,113)
317 | 398,790 | 374,768 | 374,768 | 756616 | 74,879 | (282,948) 8,612

F AR, A g, B, 94 9 HE, ARl Bulslz)
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CHAAIH Sl PSC CHot =2 2A Base Cost

<3 5-28>

e PSC
- AEEYY 8 7} Rl

2010
2011
2012
2013 - -
2014 (12,963) (8,448)
2015 206,222 127,388
2016 26,472 15,500
2017 39,691 22,028
2018 23,086 12,145
2019 (23,516) (11,726)
2020 (23,5511) (11,112)
2021 (22,567) (10,110)
2022 (22,552) (9,576)
2023 (22,565) (9,083)
2024 (22,443) (8,563)
2025 (22,567) (8,161)
2026 (22,552) (7,730)
2027 (22,566) (7,332)
2028 (22,551) (6,945)
2029 (22,457) (6,556)
2030 (22,552) (6,240)
2031 (22,567) (5,919)
2032 (22,552) (5,606)
2033 (22,565) (5,317)
2034 (22,443) (5,013)
2035 (22,567) (4,778)
2036 (22,552) (4,526)
2037 (22,566) (4,292)
2038 (22,551) (4,066)
2039 (22,457) (3,838)
2040 (22,552) (3,653)
2041 (22,567) (3,465)
2042 (22,552) (3,282)
2043 (22,567) (3,113)
A (282,948) 8,612
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