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A Feasibility Study on Public Land Leasehold Model by Land Use Characteristics for
the Revitalization of Foreign Direct Investment in Incheon Free Economic Zone
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< Abstract >

This purpose of this study is to diagnose the availability of new public land leasehold system as part
of revitalization scheme for attracting foreign direct investment in free economic zone. Target area is
Cheongna and Yeongjong districts in Incheon, where Korea Land & Housing Corporation(LH) is currently
participating in project. As the assessment methodology to empirically testify, feasibility study and
sensitivity analysis were being carried out on three types of business model that are applied land
leasehold system for long-term by characteristics of land use. To ensure robustness of the structure, the
basic assumptions and criteria of business model was used to LH master data or standard figures for
private industry as of the end of 2019. The main findings of research are briefly summarized as follows:
First of all, financial indicators(i.e. NPV, B/C Ratio, IRR) in feasibility study were quite differ depending
on each model by characteristics of land use, but generally good(so called worthy investment), excluding
non-profit type. For instance, profit type has highest, followed by hybrid, and then non-profit type. In
particular, it was identified that hybrid properly mixed with profit type can be improve the financial
performance, as non-profit type at individual unit is very low yield. Secondly, not only the greater the
land appraisal(+), rate of increase in sale price(+) at disposition, rental rate(+), but the shorter period
of lease(-) tends to be more profitable under sensitivity by scenarios of project stage. In other words,
a combination of several variables have proved to be crucial determinants significantly affecting change
in profitability. Thirdly, land leasehold system includes various risk factors such as taxation issue or
treatment for building after expiry of the contract, which needs to sufficiently reinforce hedging
strategies and institutional incentives in advance. These fact indicates that land leasehold system is
effective to strengthen the competitiveness for development plan in the aspect of structural stability on
profit-risk profile. Therefore, from financial perspective, the results of this study present practical
evidence to support the hypothesis about preference for land leasehold system beyond typical
development or sales in free economic zones. Moreover, it was sincerely meaningful as a useful basic
information or good directions for diversification of business model when creating new policies to attract
and promote foreign direct investment in the future.

Keyword : Incheon Free Economic Zone, Foreign Direct Investment, Public Land Leasehold System, Feasibility
Study, Sensitivity Analysis
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<E 4> AN AIERY TIRIE A7)
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HolH|-gH| SHYZ FHIEL=R N B E G B/C=1 |- AtG2 2t0] L Ofl Ak 13

(B/C Ratio) L= Hlg S +r)t S ()t | (BEY) |- HAY B8 BEE AE 2
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