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A Study on the Economic Appraisal of Port

Investment for Pusan Container Terminal
Ju-Bong Kim* - Ki-Hwan Lee**

Abstract

Pusan has embarked upon a scries of projects between the vears 1994 and 2000
that are intended to improve the ports container handling capabilities. These
projects include the Port Pusan fourth phase development (Gamman), expansion of
one berth to the existing Shinsun—dae, installation of additional terminal facilities at
Uam container terminal, and an additional development for the area adjacent to
Gamman. The purpose of this study is to review theoretical background of the
cconomic  appraisal method through investment, as well as considering  whether
investment 1s desirable through an economic analysis based on the above Pusan
Port development projects. The net present value(NPV). internal rate of return(IRR),
profitability index(Pl), average rate of returnfARR), and pavback period method arc
used appraising the value of an investment proposal. The methods used in this
study are the NPV, IRR, PI for ARR and pavback period method disregard the time
value of money. In order to apply these methods. the cconomic cost and benefit
applied to a social discount rate must be calculated. In this paper, economic costs
and benefits based on the above Pusan Port development projects are calculated
and all the values of NPV, IRR, PI are over the basis when we estimated through

the investment appraising method applied to that result. Therefore, projects have
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economic propriety and it is desirable to be completed as soon as possible.
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