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ABSTRACT

A Study on the Factors of Policy Failure
for Light Rail Private Finance Initiative

- Focusing on the case of Yongin,

Busan-Gimhae and Jeonju -

Choi, Seon—-Mi
Public Administration
The Graduate School of Public Administration

Seoul National University

Private Finance Initiatives (PFI) have often been considered as a
type of governance contributing indirectly to the expansion of
the Social Overhead Capital (SOC), as the associated reduction of
government budget and introduction of private capital create
expectations for greater efficiency. However, repeated failures of
PFI projects and need for the municipalities to unwillingly
compensate for their loss have raised the need to analyze the
causes of such failures, especially in the angle of public

administration.
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This paper focuses on the faillures of the SOC
transportation construction projects which has become a growing
issue in the Korean local self-governing system. Most of the
previous studies on this focus on a single case or makes simple
comparisons among the policy tools of the cases. This study
shed light on the common and critical factors on failures by
comparing the policy processes of three important cases: the
Light Rail Transit (LRT) construction projects in Yongin,
Busan-Gimhae and Jeonju.

The results can be summarized as follows: In the case of
the Yongin LRT, the influencing factors of its failure were found
to be the following: first, the most critical factor lied in the
analytical process preceding initial policy decision on the project.
For example, the preliminary feasibility study was conducted
after the project was decided to start. In addition, overestimation
for traffic demands by specialized institution also influenced the
policy failure. Second, as a policy making and implementation
factor, defect in the selection process of private constructor
without competition had effect on the policy failure. Third, among
the factors internal to the policy, the political influence of the
chief of the local government was a major factor causing policy
failure. Jung-mun, Lee, a former mayor of Yongin, were placed
under arrest due to abuse of power related to the LRT business.
At that time, mayor Lee and the majority of the Yongin City
Council belonged to the same party, and therefore the capacity
for oversight was considerably limited. Furthermore, the
relationship between local government and private constructor led
to the policy failure. Lastly, regarding the factors external to the

policy, the lack of citizen participation, changes in the social and
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economic conditions, and legal conflicts between the authority and
constructor were important factors contributing to the policy
failure.

In the second case of Busan—-Gimhae, the following are
defined as factors leading to policy failure. First, regarding the
policy formation factor, the lack of rational policy analysis such
as error of premising population in the traffic demand estimation
led to the policy failure. Second, as for the policy making and
implementation factor, defect in the estimation of demand caused
by some intentional overestimation was found to be the major
and direct factor for policy failure. There were also some
problems related to the selection process of the private
constructor. Third, among the internal factors, the change of
mayor was a major factor for policy failure. The LRT policy was
a central project of the former mayor Song En-Bok, and
therefore this was implemented powerfully despite objections of
citizen. Fourth, as an external factor, although strong opposition
was demonstrated by the civil society, these opinions were not
taken into account in the policy process.

In the third case of Jeonju, the following were found to be
factors of policy failure. First, regarding the policy formation
factor, it seemed that there was some policy analysis error from
the traffic demand estimation. Second, as a policy making and
implementation factor, the failure of demand estimation caused by
extrapolation had contributed to the policy failure. Third, among
the internal factors, the change of mayor was defined as a major
and important factor influencing policy failure. The new mayor of
Jeonju, Song Ha-jin, declared his giving up of the LRT project

shortly following his election. Fourth, regarding the external
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factor, the changes in the social and economic conditions as well
as population growth had entered a phase of stagnation and
phenomena of inner city decline arose due to regional
developments.

The above findings have theoretical and political
implications which can be summarized as follows. First, any
factor identified as influencing the failure of the LRT business
did not constitute a sufficient condition for failure. Moreover, the
policy process factors or policy internal/external factors added the
complexity of the policy failure. Therefore, continuous feedback
and corrections of policy error were found to be necessary.
Second, the political influence of the chief of the local
government was the most important and major factor in all
cases, and the city councils had not performed any oversight role
throughout the process. Therefore, well-organized legal and
institutional frameworks to look over and balance the authority of
the chiefs of the local governments should be supplemented.
Lastly, it i1s difficult for PFI projects to influence the policy
making or implementation process of the government, as there
are built up on contractual relationships between the (local)
government and private constructors. In addition, the goal of
saving government expenditures and improve services is hard to
be achieved in conditions where there is no competitive selection
of contracted enterprises. In other words, the private sector is
not always efficient under any condition, and the government
should lead the formation of an environment for better policy
implementation.

This study analyzed the policy failure factors of the LRT
projects by BTO (Build-Transfer-Operate), which previous
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studies had not dealt with in depth. Therefore, this analysis could
be a reference for learning and policy modification to minimize
the policy failure for the approximately 100 SOC projects which
are being planned and executed by local governments.
Furthermore, this study is expected to help open a constructive
discussion on the influence of heads of local governments, since
their authorities appeared important while it had been assumed
that the contract of MRG was the critical factor of the policy
failure.

However, there are some Ilimitations regarding the
ambiguity of the concept on the policy failure. The cases of
policy failures could be re-evaluated in the long term if they
make a continuous effort to correct policy error. Therefore, future
researches on the policy failure of PFI projects should be

followed in order to complement this study.

Keywords: Light Rail Transit(LRT), Private Finance Initiative(PFD),
Social Overhead Capital(SOC), Poicy Failure, Policy Learning
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