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Analysis of Factors for Selecting Public Investment Projects
: Focusing on the Impact of Regional Characteristics
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Abstract

The most important thing in public investment management is to select those projects that meet local demand and
policy purposes. This study attempted, for the first time, an empirical analysis of whether the current public investment
project selection system properly reflects the regional characteristics of the demand side. For the analysis, we linked the
preliminary feasibility study data and regional characteristic data. As a result of the analysis, regional characteristics, such
as population density, population growth rate, and manufacturing worker ratio increased the selection score. This means
that the current public investment project selection system is related to the regional characteristics of the demand side.
However, the size of the effect is ambiguous because it varies depending on the type of project and is not large enough to

influence the selection.
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Basic Design Writing a Project Plan |

Project Overview and Basic Data Analysis

* Background, goal, and expected effects

of project
* Local conditions (demography,
geography, economy, etc.)
» Case analysis of similar facilities
* Engineering data study and analysis
* Identification of issues

Economic Policy Balanced Regional
Feasibility Analvsis Development
Analysis ¥s Analysis
* Demand + Consistency with | | * Regional
estimation relevant policy backwardness
* Technical review and willingness * Ripple effects on
+ Benefit to pursue project the regional
estimation « Risk In pursuing economy
« Cost calculation project
» Cost-benefit » Special
analysis evaluation items
related to project

Comprehensive Evaluation:
Multi-Criteria Analysis (AHP)

» Feasibility of project
» Other policy suggestions

Figure 1. A basic system of preliminary feasibility studies

Source: General Guidelines for Preliminary Feasibility Studies (fifth edition),
Ahnet. al, p.12
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Table 1. Status of preliminary feasibility studies conducted
by year and region

Table 2. Regional characteristic variables

Variable Unit Definition
s NSyA Sﬁé‘l;c Pden thou./km>  Population density
ch T : :
Year M g Gang Daeg Dong gclL:: Ho Je m":; Sum ie A % Population growth rate in the past
total won yung nam nam ju eq (%) 5years

Rold % A ratio of people aged 65+
200011 26 3 6 4 4 6 3 37 486

Rfworker % A ratio of manufacturing workers
2002 13 33 2 5 8 2 13 3 46 630 — _ ,

Roland % Land price increasing rate in the
200310 22 1 6 7 2 5 1 32 656 P past 5 years
2004 14 27 3 3 8 6 5 2 41 634
2005 18 31 3 4 7 6 7 1 3 49 633 2 dlefe] A QYT IE9] A Aloflie HEgE Wt A 31
200618 25 1 4 6 7 6 1 0 43 535 gttt AR PFARAFY] &2 HAAIGA| 2A A2 S -85}
200710 30 2 2 7 12 5 1 1 40 650 o AR, oo AHEA MR 7P ES U1 A
200 6 32 2 9 6 9 6 0 38 605 2 ZAKAY19] F71 7Hs S 1Esy] Sigtoltt, WAE Ao
2009 11 47 2 8 17 8 7 1 4 58 776 F2 A7t FAKREE 771 82102 2R8-8le] e]-H]
20014 18 1 9 3 1 3 1 0 32 53] LR (B/C)S ¥E F 7] fRo|tiE 2 ).
20120 26 1 7 6 8 3 1 46 696 ol4fe] A HEA WSS tFFAAdL BN BF
2012 11 23 5 7 3 4 1 3 34 618 VIF(Variance Inflation Factors)7} 320h W& 7zl o & el
2013 6 22 3 4 6 2 7 129 621 o} E3 FFFAAR Y AR AGEA Hpeo) FES E
201410 21 1 5 4 3 5 1 2 31 710 Foloug Qg IS, ARAFAPIES dE}
2015 9 12 1 2 5 3 1 0 21 667 9= 149 A9 gk A8t 57t A7 MESES AV1H
2016 8 10 1 2 4 1 2 18 778 a7t Sash7] me] A 99T Eae A Aot o] 537k
2017 3 7 2 1 2 2 0 10 600 F7HES Hgeto] AHE 19 o2 gt

Sum 192 413 25 81 101 84 88 8 26 606 653

Note: Project that spans Seoul metropolitan area (SMA) and non-SMA is
treated as SMA project.
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Sl FARNAE Al 29 AU 201018
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|tk A7 Utk 71E A4 A 459 g2 A
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TABE7H 5& ARSI & AolME ARAFTAR
B &2 A Y459 2R ANgshara) g, &4, o,
v, 29 5 A2 FARPE B2 A9 9] A 9450] £, 2010
9 71 10T AU 22t A=Y FARS v & 4
BAG7E 0.59% HER} 2459 ez ARgshe Al
23 7S obd Zlew waE, ok ARYFARMIE

AYEA o FIFE e BAA 24 231 B/C, B3
A E A YIA 7SR 483 B/Ce 7P S8 3
ZFEela BAY 3 AGFFEA 7I5A = B7HREC] A
ohs dY IS SAEE NHGs] dtelnt. A H A9
THPLAL H47t ofd 7IEA 2 AR A Bt HeE
BT 4 §17) 2ol

7|l W2 AR R AR HulE ST AR
)= AR Firoll mhE AolE SAISH] fidelil AR gl
dEel T o] BAYF Aolo} AHe TE AlolE F
Ast7] fAdtelct, ARIRELS 715, =2, Ax, 7HES A
Y, T 3, AN §)oE FEsken, Hujdae] 7]
Z0] B AR ASAKIoIG. B Hule FA7IE 7]
o2 39 Y712 FEstglen, AdE BR7t 71 gl

MEARY 7159 oef Azt A 954 W= AL Al- 2
2 71822 AP 7 A Al o) olA F30] A8 A
A2 QA)7]0f 3 AZAFARRT AT WA W 7
Al @ AR H H1E B S7REE APYSHAL A8
2 ARG 71ECE 7 A 2 Y] Bk AARE F SR
< Aldsigict,

400 ARSRE 7 W] 7|2 FAFS T (E DI AT £
A3 3 TS5 AYEe) 238 F% A, AR, A
A 2 BB ArE AEY, Agdee A5, 371
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Table 3. Summary statistics
Std.

Variable Mean B Min. Max.
Passratio (log) 0.126 0.602 -1.572 1.955
Economic score 0.226 0.126 0.024 0.622
Equity score 0302 0.067 0.101 0534
Pden (thou./km?) 2.836 4.243 0.023 17.038
RegioHal Rpop (%) 2,033 9.136 -17.623 96.428
character- Rold (%) 9.043 3.883 3.856 25.006
iaie Rfworker (%)  7.376 4988 1252 39.991
Rpland (%) 10.462 14.528 -16.345 98.707
= B/C 1.064 0921 0.010 16.210
i
Eﬁgﬁ!‘uahon regional 0.178 0.072 0.012 0.300
- developemnet)
‘F’)‘gl’ié\gmgh“’f 0343 0069 0167 0680
Dummies of project type (road, railway, and other
The civil engineering)
other

Dummies of government (Roh Moochyun, Lee
Myungbak, Park Geunhye)

5, 7|82 F4E

R Al AR BH AR 7P B2 A Y2 A5
YFE, 7FE B AF2 Aol AFF7RE0| 7 w2
A2 A5 A, 7P w2 A G2 AFA ol AR AFTAR
H&o] 7P 2 A2 737] A0l 7 RE A FL B
Agaoltt, AFAlEe] 7HE B2 X[ H2 A7) tAlolH
7P T8 A9 A g0l A7MEsE0l 7P we Ay
& FAR(©J8917] Al7))elw 7P T A1 G AlFAlold,

2. B4 28

e} 2ol AGEAe] FFEANY Aol u]HL g
(28 2 2k, BN AAN L FHA Ao e v
230 0% PASHE AHP FEH47H Hlo] AReds7t Agech

I —! Selection decision |-

Figure 2. The path through which regional characteristics af-
fect public investment project selection

110 "2EA=, HMs7d ®53 (2022)
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U FFoE TR

A, AHP $8pol v 9 AF3ARY 2¥S
ARgRtct, it FeiF(2008), HEHL2019)o141 AATEHEROl
B7I3E(B/C)T AHP -4 A¥o] obd s7 Fefe] v
F B/AE A=tk olo] wet AFEsE A8 5 e =39
5 E8THEA (D).
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Yy 1)
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Yy yN_
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AA g, %y% A oA 4 oju] ARIAIY o] vl
£ QJuldit}, & AFAAE SellA ol & AlRjuE’= g2l vt
At
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In( Ty =i Eﬁjmij 7 ;’Ykzek + $6HD:'I te; ()
1 J
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2e7H1E, At 9 A7HISE, ARYEAANES e,
z= 1AM Y ole B7RFEB/C, A9 REA 7154, 484
7EEA)E gulsid, D2 HudisAlRE, BFH)E Yulgitt,

Tho 2 AHP FEF()ET ARl Y] ARl o Fag
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sion(SUR) 2232 2-83l3{th, SUR 23 exa} 7o) A
< a2fste] UWBE ARG (Generalized Least Square,
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£ {1 ify=05

0 otherwise
y=a+8z+yz+6D+e, e~ logistic(0,1)
P(y* =1lz,2,D) = P(y > 0lz,z,D)
= Pla +,81:r+"yrz+ §D+e>= Olz,z, D)
=Ple =—a— ﬁ‘z = 7,2 — 5‘112:, z,D)
=Ple <a+Bz+v2+6Dx.z,D)
= F(az-f- 6‘;1: -+ ')r'z +4'D), where F( +)

e
T 1+ef

)

V. 24 2}

T4 Q)22 AqE4o] AlPui& nlAls EE FHT 2
T E H A AREFE R FES AL dEt B713)
52 TAT olFol= AHEA 0] A& TS mAEA
EATEY] fgtolth, BR(De BY AEE, 757 A
ZYFTARL B1&0] 52 AGoNA] FFFAL AlRHEo] £oHA|
€ Ao® vyt AU (Y /)71 0. 1391 F715HE A1
&2 oF 0.145% S715HH, AF57HE0] 1%p 5T 4+ Al
2 oF 0.77% 53t AR LETh AZUFARR

Table 4. The effects of regional characteristics on the ratio

Pass ratio (log)
Variable (1) (#a)
Coef. Std.Coef. Coef.  Std.Coef.
Pden 0.0145%* 01022 -0.0024 -0.0171
Rpop 0.0077** 01162 0.0036™  0.0550
Rold 00123 00790 0.0263**  0.1692
Rfworker ~ 0.0105%* 00865 -0.0002 -0.0018
Rpland -0.0038* -0.0912 -0.0027** -0.0642
g Noh 00417 00328 00486  0.0382
O lee  -01959* -0.1546 -0.0057 -0.0045
N park  -02554"™ 01631 -00114 -0.0073
T Road  02177%%* 01758 01702 0.1375
g Railway  0.1435* 00965 0.1167**  0.0781
€ Othercivii 0.3498%* 02419 0.1692%** 0.1170
log (B/C) 0.6539%**  0.7342
Whbrd -1.8677%* 02242
Wp 06216  -0.0712
Constant -0.1428 0.4146
N 605 605
Adj. R? 0.057 0.601

Notel: Use of Robust standard errors with robustness
Note2: p<0.1%, p<0.05**, p<0.07%s

&9 = 1%p 45 o AFEES oF 1.05% skl A4t
715F 9 PAAET FFERARR] Aol BE] 932 ERI
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FFEAAY ARSI 991 AR £ USSR
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4 o]9jo] e aglEe] ARl FFS WE & US|
£ Qlok
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AAFLA 715 E TANSE 2T AT} BRlo] A &
Ak 4= Qltk, ol B/CL AGFF LA 715271 SAIE el
A 2R e] 2 A YL YT =L} FolA A3
uf&o] &Elrl7| whielch, WHA B71E-S FAJEl7] Mo 1L
FRATHEo] w2 X Fe] A9 B/C7t ¥E 7FsA0] &) diE
off YF= FHolA H(+)e] axtet el o=t $A44 <
A= B EEA] EIHaL Al 1] 2715\ WA yehd 2o §4
& 4= Qlk

RYPQ)E 7IER U APHSEY] AvE AvEY A3
A5 Zo] B/C7F A&l mjAl= Qo] AdjHelct, A
AAFLR7IFR7F wolsF Alguigo] Rolxley o) o
9] ARl AHHFUA SHolA S T UHE Y
A g gt A AFYLA 7S S EE AR
o] Zolx|7] WjEO R AT 4= qlct, thut AW 715 Al
ot AuAde] S-S E 5 Atk ARIR39 A B/C F

2 8700] FYstetE 7450 vigf o /39 Aldlel
AAe] L3291 o= eyt AN weti s BrES
FAISHA kS wf o]Fut A wlE] A K- AlPulgo] ZThF
Ao H]e] WolAl= A o& eyt

GE 5y 4 (@) o] AHRE ol3hiR sl 295
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Table 5. The effects of regional characteristics on AHP pass
AHP pass (1=Yes, 0=No)

Variable 1) 2
Coef. SE Coef. SE
Pden 00586 00262  -0.0233  0.0359
Rpop 00073 00143 -00119 00159
Rold -0.0154 00293 00366 00534
Rfworker 00293 00236 -00455  0.0496
Rpland -0.0007 00071  -0.0019  0.0097
g Noh 01643 03001 03440  0.6343
O Lee 03613 02984 01843  0.6586
N park 04333 03374 02406  0.7350
T Road 02621 02543 04264  0.429
g Railway -00785 02761 01054  0.4131
€ Othercivil 05713* 02874 01480 05424
B/C 11.75617*  1.2750
Whrd 11.3162%* 40119
Wp 157876%* 39470
Constant  -0.1326 04847 -17.4967** 24948

N 605 605

Pseudo R* 0.025 0.617

Notel: Use of Robust standard errors with robustness
Note2: p<0.1* p<0.05**, p<0.07%+*

2 U A Al &S SR 3 BAd e} 2jo)7t 9l
o}, A7} AR YTAA - APule-E A7 A gt
AR AR RAA] = FEE T4 Zdhe Aol ol A}
£ 45 A HEA W] 9 Aol 93 T A
o] AR AR = FFE TA £ $ AS5S Bo9& B/C,
G4 @ AU A E RS J JFUE B3t 5
AR FoAdE FRlA] Rato] oAl Alfulg 24 891 BA T}
Zo] ARARE THHUSE 3 BYME 2 FEA] B/C, A
AT FLARNER, AH7IEAL} QHES RoE, A
©2 AYulg mgTto] xloli= AlgPulEol G F= AT} o
SEAAE] TS 2= Ao S F AL dE &
A 4 9SS AR & A GEA] Aljulgel] ¥ =
4= 9ot Aol P3re FA] & = e Aol

(& 62 AGEA 0] AAG Aot FBA Feol vlAE 9
%S SUR B30z 2431 A2, AT B0 J3ke
T AJES B Y 8 4 o), U=} T
3718, AZPFARRERo] 1 nFIPHIEo] W& A%
A AR A7t w2 AR Jedth F3RAe gt 8
% aRlo] 245 AN A7t #oe Aol ¥Hd Y
E7h 93 23Tl 2o A9 YA A7t e E
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Table 6. The effects of regional characteristics on economic
and equity evaluation

Economic score Equity score
Variable
Coef.  Std.Coef. Coef.  Std. Coef.
Pden 0.0051%* 01728 -0.0017* -0.1077
Rpop 00015* 01100 00002  0.0268
Rold -0.0027% 00844 0.0055%*  0.3202
Rfworker ~ 0.0033** 01305 -0.0009 -0.0657
Rpland 00006 -0.0727 -0.0002 -0.0421
g Noh 00062 -0.0232 -0.0010 -0.0068
O lee 00244 00920 -0.0160* -0.1139
N pak  -00250 -0.0764 -0.0288** -0.1657
T Road 00343 01324 00156* 01134
% Railway 00084 00272 0.0230%* 0.1394
€ Othercivil 0.0615%* 02037 00180 0.1120
Constant  0.2021%** 0.2617+
N 605 605
R? 0.107 0.166

Notel: Use of Robust standard errors with robustness
Note2: p<0.1%, p<0.05%*, p<0,071**

Qe = ik, B3] AFUEL AN Haot WA Aol £
A)o] e mA|L Hogke] 2717} ARl § A3 welT
ulgo] A9 1 v et 9ee B 4 9k, ol Ads
Kol BA) AAIA B7FE0) BetHoz PR vAw IS
2 Hojzr},

A2AKe] ]3] £, A= 5 E2ARI] AA4 L 394
N $3H 02 Brlsle Ao Uehith, EEAS) §B4
47t 8 AL THERTEAY, T IAE AAAY, 3
A 7248, u|EAY 5 AL s Arlo] %
ghejo] glit AR5} 4:50] ol AAA B} A] A2AK] vl
O A4S W) hEoR SAE 4 glrt. ko) A ojut
9l ul2a] Aol i A% o) §R4 A4t e Aow
Uit o] A7) @] okshel Aoz malt,

(& 7y AAEA0] TREAAIY Aol vlAE Fo] AR
9= Zolr} YL HolET) AH 2 EHL BRI
A% ATUE, ATE7HE, AZAFAAIN LT 2L 405 2
o3k AAA W4 LA AL Bl AZARIE Ay
o] gl A0 Upehiths Holt,

EEAE ol gAlo] Fuke 0 W HelRA $AS At
Tl Uk wE R, T, B4 o] £5 o)Fk A%
S uNARsehs B4 Tejsiel A e gato R 3 AR
ZAZ ARG ST AL olat AE Ashe
3 7] a9lo] B 4 v, 2ANRAY o AT A
AN S 2A3}T o]F ol 40k Alvigle] A 7h 4
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Table 7. The effects of regional characteristics on economic and equity evaluation by project type

. Architecture Road Railway Other civil engineering
Hnabis Econ. score Equity score Econ. score Equity score Econ.score Equity score Econ. score Equity score
Pden 0.0017 -0.0013 0.0093*** -0.0024* 0.0054** -0.0019 0.0099* -0.0044
Rpop -0.0007 0.0007 0.0023** 0.0003 0.0030 -0.0015 0.0034* 0.0002
Rold 0.0012 0.0033* -0.0042* 0.0051** -0.0081 0.0083*** 0.0015 0.0057%+*
Rfworker 0.0007 -0.0006 0.0034* -0.0016* 0.0027 0.0016 0.0042* -0.0006
Rpland -0.0007 0.0002 -0.0009 -0.0001 -0.0006 0.0000 -0.0017 -0.0013*
g Noh 0.1259™*  -0,1328%* 0.0197 0.0285%*  -0.0998*** -0.0228 0.0288 0.0284
8 Lee 0.1533*%* -0.1203%** -0.0238 0.0108 -0.1196%* -0.0276 -0.0057 -0.0004
n Park 0.1609**  -0.1428%* -0.0354 -0.0099 -0.1044%** -0.0324* -0.0169 -0.0028
Constant 0.0474 0.3794**  0.2333**  0.26377* 03243  0.2609*  0.1939%*  0.2714%*
N 113 232 125 135
R? 0.138 0.243 0.200 0.202 0.353 0.206 0.079 0.225

Notel: Use of Robust standard errors with robustness
Note2: p<0.1% p<0.05**, p<0.01%*
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