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[ Abstract ]

The Experience and Legal issues of PPP in Korea

Hae-Bang Chung*

Korea launched PPP with the enactment of the Promotion of Private Capita
1 into Social Overhead Capital Investment Act in 1994. But the financial
crisis in 1997 resulted short of expectations. To promote PPP, the Act was
amended to the Act on Private Participation in Infrastructure(PPI Act) in
1999. Government support schemes, such as MRG, compensation on early
termination, tax benefit and so on, were initiated.

The service contract type(BTL) was introduced in addition to the user
fee type(BTO) in the amendment of the PPI Act in 2005. That expanded
the scope of infrastructure facilities to educational and cultural facilities.

The strong commitment of the government as well as advanced transparent
legal framework have encouraged a rapid rise of private investment in infrastr
ucture. The portion of PPP once exceeded 15 percent of total government
spending in infrastructure. PPP has not only enabled early development of
infrastructure, but also improved efficiency and effectiveness in delivering
infrastructure.

However, the global crisis in 2008 has led to a decline in new projects
and delays in the implementation of ongoing ones. Furthermore, fiscal concer
ns for PPP are increasing, because PPP can be used to bypass spending

controls and to move public investment off budget and debt off the governme

* Professor of Law school, Konkuk University.
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nt balance sheet.

Therefore, to manage PPP investment within a proper and sustainable
level, the Korean government should establish a long-term plan for PPP
and develop fiscal guidelines such as setting a safeguard ceiling on governme

nt payment.

Key Words : PPP(Public—Private Partnerships in infrastructure),
BTO(Build—Transfer—Operate),
BTL(Build—Transfer—Lease), scope of infrastructure
facilities, MRG(Minimum Revenue Guarantee), PPI

Act(the Act on Private Participation in Infrastructure)



