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ABSTRACT

We study incentive structures of public developers and land owners in the process of
public expropriations using a sequential game model. In the model, we show that there is an
incentive for the public developer to give more compensation than just compensation that are
defined by law. Also the model shows that there is an incentive for the land owners to
revolt strategically against the public expropriation.

Then an ideal authority delegation model is introduced to resolve the problems, where an
independent appraiser determines the compensation for the expropriation. In the real world,
improving the independence of appraisal process is critical to make the system closer to the
ideal authority delegation model. So this paper concludes by making a few policy
suggestions to improve the current appraisal system.
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[Figure 1] Game Model without Subjective Valuation
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[Figure 3] Game Model Including @
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[Figure 4] Authority Delegation Model without Subjective Valuation
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[Figure 5] Authority Delegation Model with Subjective Valuation
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[Figure 6] Authority Delegation Model Including
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[Figure 7] Optimal Level of 6
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(Table 1> Differences among Appraisals(2003~2005)

(Unit: %)
. . B A i Appoi
Between Appraisers Appointed by ctween ppralsers ppomte.:d by
Developer and Appraiser Appointed by
Developer
Land Owner

inside 0 0 over inside 0 o over

1% 1~5% 5~10% 10% 1% 1~5% 5~10% 10%

Project A 64.8 27.8 7.4 - - 14.8 46.3 38.9
Project B 65.4 27.0 3.8 3.8 - 3.8 73.1 23.1

Source: Korea Independent Commission Against Corruption, 2007. 12.
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