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ABSTRACT

Research on the state and ways to improve the management profit
project of the local autonomous entities

-The case of Jeju Provincial Government-

Song Chang-Gwon

Graduate School of Public Administration
Cheju National University

Supervised by Professor Kim Sung-Joon

The management profit project of the local autonomous entities should simultaneously
pursue two goals: public interest and profitability. However, at the moment, most local
autonomous entities have been only pursuing ways to overcome their under-financed
state. This research examines the ongoing state of this management profit project.
reviews the problems, and makes suggestions on ways to improve the management
profit project.

In terms of the range of this research, the management profit project was developed
in a ‘narrow sense and this research focused on the management profit project of the
Jeju Provincial Government. In order to assess the state of the management profit
project, administrative records, individual interviews, and a questionnaire completed by
those concerned with the management profit project were used. Based on these
materials, the state, problems, and suggestions for improvement were explored in terms
of recognition, management, and government regulations.

The state of the management profit project of the Jeju Provincial Government
shows little difference from the national trend. The number of projects continually
increased before going through a coordinating period, followed by a level trend for the
last three years. In terms of profitability, due to the monopolistic and preferential
project of the tourism lottery, the pure profit ranked the second in Korea in 2002 and
the first in 2003. However, other projects have shown poor performance in terms of
the scale or rate of profit. This runs counter to the goals of the management profit
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project which is to expand the financial resources of the local autonomous entities.

In terms of recognition, problems with the management profit project have come
about by too much focus on profit without taking into account its impact on the
private sector economy. In terms of management and operation style, they have
shown an overall lack of management capability with a ‘direct management style” in
which the concerned department directly manages and operates its project. In
addition, the rigid, sometimes contradictory, and complex government regulations
governing the various institutions have marred its efficient operation.

Therefore, in order to resolve these problems, a system based on the Principle-
Agent theory should be implemented. This would include adequate post-evaluation
and follow-up, the development of a well coordinated personnel management and
leadership plan, and the integration of both the concepts of public interest and
profitability into the organization. Moreover, the active introduction of BOT (Build-
Operate-Transfer) and privatization should be discussed in depth. With this "abstract’
improvement method, ‘specific’ improvements in terms of recognition, management,
and government regulations can be devised.

Many local autonomous entities seem to have vaguely believed that if they simply
set up and pursued the management profit project, it could help activate the local
economy and secure the financial resources for the local government. However, in
reality, it has not been the case in every situation. Moreover, at times they even
failed to secure the payment of workers from the project itself which has ended up
exacerbating the local financial difficulties.

As a result, we should not view the management profit project as a simple money
making business any more. It is time for us to have more thoughtful, systematic, and
mid- and long-term approach to the management profit project.

This research has been based on a restricted selection of materials such as
documents of the Public Business Department in the Ministry of Government
Administration and Home Affairs and the dJeju Provincial Government, individual
interviews on the phone and in person, and a questionnaire completed by the
concerned parties. It did not do an in-depth analysis based on the Private Accounting
Method. Accurate proof through comparison and in-depth research based on an
objective analysis should be completed in the future in order to corroborate these

findings.
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