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[Abstract]

An Improvement in the Investment Appraisal System

of the Local Governments in Korea

It has been said that local governments in Korea have not
successfully implemented a capital budget, which is related to
providing local public goods such as roads, facility construction
and etc. Currently, there are several institutional measures to
implement  those capital budgets more efficiently through
well—planned investment strategies.

The investment appraisal system has been introduced to
enhance the effects of projects that are related to capital
budgets. The investment appraisal system has been generally
evaluated as being successful to reduce inefficient investments
and also to lead local governments to more rational financial
management.

The current investment appraisal system, however, still has
some problems that can be reduced with a prudential review of
the system and through an improvement of appraisal methods.
First, they apply the homogeneous appraisal criteria to the
heterogeneous projects. They also do not consider the regional
attributes  that are ultimately supposed to influence the
competency of those projects. Second, they rely on qualitative

criteria  in  appraising the feasibility of the investments.



[Abstract]

Consequently, the appraising process has been quite subjective
and unplanned. Third, currently, most capital budgets set by
local governments should be appraised by upper level
governments. Fourth, they seldom evaluate the effects of
projects due to the lack of a systematic feedback. Finally, the
investment appraisal system should have been operated in
conjunction with other short term and long term budgets.

This report attempts to suggest several policy alternatives to
improve the current investment appraisal system. To effectively
reach the objective, the study introduces some theoretical
reviews on the investment appraisal process and techniques. The
chapter includes benefit—cost analysis to test economic feasibility
as well as policy analysis to review political feasibility. The
third chapter reviews the current system of investment appraisal
system and identifies problems described earlier.

The fourth and fifth chapters deliver answers to improve the
current investment appraisal system; (O alternative screening
criteria of appraising the Iinvestment and projects planned by
local governments. (@ an alternative rationing method for a
comprehensive evaluation of the investment. 3 an arrangement
of the size of candidate projects for an appraisal. @ a more
flexible schedule for the regular appraisal process led by upper
level governments. & setting up a committee for the investment
appraisal. ® establishing the feedback system for enhancing the
utilization of the investment appraisal system. (@ utilization of
other programs such as financial assistance and long term

budget. improvements in preliminary feasibility studies
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(D Maine Outdoor Heritage Fund Guiding Principles Grant Proposal Scoring Form

AP % 7] % AEA}
AF T FHT
AR o 2

A&

Aok @ ok(3~53o]#], 7]ELle]);

A A EU S

A=A gl ey

ARl 54 2 AL

oA #AEEd 5 9%

SRR DR E R DIESSE
PAFTY GA(]HA)
EE

A=A R
20 - =8 (Multiple significant)

10 = 9.(Significant)

5 4 ZQ(Insufficient)
20 . "] 2=k (Matching funds)d] =03t A%



10

10

20

20 Monetary match of 1/3 or higher of the
total project cost

10 Monetary match less than 1/3 of the total
project cost

5 In—Kind match only

0 No match
#7)3, olal e FZ(alliances)
H];ﬂ ° }\1‘ (13:1}5] :fLﬁX[)]E

10 3913+ FZ(Broad—based alliance)

5 AR7|HIe] FZ(Alliance of state
/federal agencies only)

0,34 §l=(No alliance)

G ) e e N 2 Bt e e [ I

preventive approach)

10 Preventive in nature(such as

educational projects)

5 Remedial in nature(such as

restoration projects)

0 Insufficient documentation of need

ARG 2 wste) W)

20 7 Auk] AAE a3 522 (Resource
of statewide significance)

10 A9 & A4 (Resource primarily
of regional or local significance)

0 #AzE  Ed|(Insufficient documentation

of resource importance)



A FAAALA ] F) A ket
10 VI A4 - e s3] 9
10 434 9dS(Consistent with strategic
plan)
5 FEAHoZ AAE(Only tangentially
related to strategic plan)
0 U4 ¢S (Inconsistent with strategic
plan)
10 VIL A1) e 2 vlE— a3 (Project

promotes innovative and cost—effective

solutions)

10w z2%H(Highly innovative and
cost—effective)

5 133k Moderately  innovative and
cost—effective)

0 o 9ol ZHOf  questionable
innovation and cost—effectiveness)
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(3 Maine Outdoor Heritage Fund Grant Proposal Evaluation Form

A|oPH S (Proposal #) 713 (Agency) AEAFH Reviewer)
A1 (Project Title) o (Yes)/ oF.£.(No)

WlE F5E
Al 7} (Degree to which it meets criteria)
(Proposal Assessment)
=5 HE e

(High) (Moderate) (Low)

1 AIde #8458
(Substantiates need for project)

2. AFg e AEA - EREAA
(Is practical and well thought out)

3. Adxde] A4

(Appropriate funding source)

4, dFEore} AHY EXYF LAY
(Land Acquisition Proposals)

5. 5y 991 2 MEAY
o 44

(Education Proposals)

6. AW, AA FA4,
Agiast 2y 2 ARSI

(Research Proposals)

7. ik a9 AAA(Is the budget request appropriate?)
<J(OK) 71ElF 4 (Other Amount)
At e] 7 - oFd, ofEALE, JHAANRE Tl gt Ve

Comments(e.g.strengths, weaknesses, improvements, questions, etc.):
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e e A Hol & gt lkdae
AFH & AN
AR S 7t GRS Awsst 5
AR A, e, FEdT | 2 AR 35S 0-5 5
- TAA Gt vdEdt A 0-108 Hx2 &g 15
- AR FAE sto] A Fof 3 3R 10.
2 - Colorado EF 270 AY 10
Colorado (SilverGran | - X144 35714 10
tApplication | - FAAZFE S A Y 5
Program) <18 9 Az 15
-G AR, AR, A9E A3 15
- CDE #A924 444 10
gi714 A 714 A, vlgaaa, 25
A - 34 v g 94 A 71E, AR 25
(Congestion AR EE 1 5EUFE EA4L2 o/ fiEo® u 15
Mitigation Ao o9 £ ol 37F ywA| 37 & 15
Idaho and Air Quality | - SIP2}e] AAA Zo o, oo 270 10
Improvement | - IDEQS] HE % %9l o7 o] Hrt 5
Program) - WEEE ARZAAE S A7 5
- FAALSl e 8 7t JrrgEs A, 5, 3 -
3 AR e Aed 9 A 39 frEoR o
Maine (Maine Outdoor | « A1 Q79| _le A4 37t
Heritage - EX 87 84
FundProposal) | -+ nl& A1 84
- ATAEA
CARIEA ] B E A Z FrgES AEss 15
AFA7AA - JAAY] ] F Y 5 H{rgEE AAAL 20
Massac— (Community -*}?&E}%‘é(ﬁ:&, AR A)A], | HIER g 50
Enterprise d=ZA3 Az Hrbs 15
husetts Economic )
Development) | - AF19] Th a3}
Ag: WA 9, AP AREAAGA A Felst Bt A, AeAdEA T,

2001, p.188.
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