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ABSTRACT

Based on the spatial and land price data of innovation cities and their periphery areas in
Korea, this study examines the degree and timing of changes in land price in relation to
projects concerning innovation city, The study result confirms that the current system is
inconsistent with the principle of restitution of development gain and therefore, this study
attempts to seek improvement measures so that the current system can better fit the
principle,

The analysis reveals that most innovation cities, excluding Sinseo—dong of Daegu and
Ujeong—dong of Ulsan, recorded a statistically significant increase in land prices since
2000, compared to those of their neighboring areas, It can be said that the information
related to projects concerning innovation city was reflected in the land price since 2005,
However, the standard land price pursuant to Article 70 of the Land Compensation Act is
the officially assessed land price released on 1Ist of January 2007, and this official land
price was actually applied to the compensation process, Therefore, estimating the
compensation amount for land expropriation based on this land price will contradict the
principle of restitution of development gain, In other words, despite the fact that
development—related information was already reflected in land prices of innovation cities
from 2005 to the end of 2006, the compensation process were carried out without
institutional arrangements or efforts to exclude such reflection,

To solve this problem, this study makes two suggestions, First, it is necessary to cast
aside the limitations of the official land price that can be retroactively applied in
accordance with Paragraph 6 of Article 70 of the Land Compensation Act, and instead
apply the land price which is the most latest but deemed to have no reflection of
development gains, Based on this revised standard land price, if the compensation amount
is corrected by the average inflation rate and the average rate of increase in land price
during the period until the time of the recognized land price, the amount would better
satisfy the principle of restitution of development gain,

Second, it is necessary to clearly stipulate the standards of development gains being
reflected on the land price by including it in the secondary legislation, Under the current
system, it is highly likely that appraiser's arbitrary interpretation on development gains is
included in the process of calculating the amount of compensation for land expropriation,
In this regard, it is necessary to improve the standards on determining whether
development gains are reflected based on the results of this academic research and the
existing guidelines for appraisal of compensation for land expropriation published by the
Korea Association of Property Appraisers,
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(Table 1) Coefficients

Coefficients
Qutside of innovative city in 2003 o
Inside of innovative city in 2003 at
Outside of innovative city in 2007 a+0,
Inside of innovative city in 2007 a+f, +6 +4,
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(Table 2) Implication of Coefficients

Coefficient Implication
B, Difference in land price change rate between inside and outside in 2003
0, Difference in land price change rate of outside between in 2003 and 2007
& +4, Difference in land price change rate of inside between in 2003 and 2007
5 Land price change rate of inside (8, +4,)
2 — Land price change rate of outside (4,)
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(Table 3) Variables

Variables
dland Land price change rate
IN Dummies (Innovative cities)
distance Distance from an innovative city
IN*yrs Cross term
region Innovative city
use Land usage
yrit Year dummies

(Table 4) Number of Observations

Total Inside of the ciies OUtS'de( 18L::)e ciies
Daegu Sinseo 5,479 66 5,413
Jeju Seogwipo 1,071 7 1,064
Jeonbuk Wanju 3,728 34 3,694
Chungbuk Jincheon 1,149 27 1122
Gyeongnam Jinju 2,768 1 2,757
Gangwon Wonju 1,188 1 1177
Gyeongbuk Gimcheon 1,621 16 1,605
Gwangju/JeonNam 2155 20 2135
Ulsan Ujeong 2,922 32 2,890
Sum 22,081 224 21,857

IN“yrf= SFAIEAE ]} AEgulE H3E HER INFr20015E  IN*yr20077H4] JHS:
Qom, Awdu|E yr20015E yr20077HA] ARESIITE regiond A|SWsE Ao o
3 BAg o gupiz nlSolx Aesiir) usel EXLE fudigz 2 34709
EAGEE THEsHleh

HALS QJat E2A]9] A4 (Table 4)9}F 2t

A idis 22,087H01H F AR A= 176,6487H0]ct FAIEA] Qo] mEA]
M= Al 2R oF 1% 73 22470019, thi AlA7F 66712 7Y WAL Al Al
27} A= 7P Ak

A7PREES] 20lE AvEE (Table 59 Atk HA| FAEAS dilez FHit A
7PHEES AuET SAEAl U= 19.6%01H FAIEA] QF= 6.6%0Ith A=A
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(Table 5) Comparison between Inside and Outside of the Innovative Cities
(Land Price Change Rate)

Inside of the cities OUtS|de(18Lrt:)e el Differences Total

Average (A) Average (B) A-B Averages
(S.D.) (S.D.) (S.D.)
) 0.176 0.044 0.045
Daegu Sinseo (0.192) (0.088) 0132 (0.091)
) ) 0.050 0.034 0.034
Jelu Seogwipo (0.097) 0.081) 0.076 (0.081)
) 0.210 0.046 0.048
Jeonbuk Wanju (0.274) (010 0.164 (0.105)
Chungbuk 0.223 0.129 0.094 0.131
Jincheon (0.246) (0.161) : (0.164)
- 0.243 0.088 0.089
Gyeongnam Jin (0.256) (0.129) 0158 (0.130)
) 0.209 0.091 0.092
Gangwon Wonju (0.205) (0.129) 0.18 (0.130)
Gyeongbuk 0.319 0.104 0215 0.106
Gimcheon (0.624) (0.175) ' (0.186)
Gwangju/ 0.162 0.067 0.095 0.067
Jeonnam (0.227) (0.099) : (0.101)
) 0.169 0.066 0.067
Uisan Ujeong (0.166) (0.115) 0103 0.117)
0.196 0.066 0.067
fotdl 0271 0.118) oe 0.121)

et ejflo) 27MdsEol Eeltt 21o)(eH3.0%p) 7t e= S 4= Q.

A SAlEAE HARA YiRe] ATPAEES AmE, 48 P dd 30%
opdel AMISES VIBshL glom A W9t 5 WA, A5 9 wom )
1 9] A2 7)E AR R me A MFAEE Alskae o
njd HFHoR 150 ol ALY SAIEA] U S8 o] 12.9%= 7P E9F
o, FE AT Y 95 £0= e AL B 4 ok v, A
AFER 34901, HE 50t it AN 4%ths Boli Qlrk W - 2] ArhA
SE APt 7V A5 AHoR 21 5%polH, 7H W2 A9 AF A
22 1.6%pUS =

(Table 55 53l Z_PSE,BEWH} FAIEA] Yo] :EEA|7} vke] :Ex|o] vlE)] HitA

4> [Ellkg

T8 HE2HX|7tol et

|'0II
I
J
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(Table 6) Estimation Results

OLS Random effect Fixed effect
Variables i i i
EStIITle'lted sD. Estlr.nailted sD. Estlr.na.ﬂed sD.
coefficients coefficients coefficients
IN —0.014%** 0.005 —0.013*** 0.005
distance —0.002*** 0.000 —0.002*** 0.000

yr2002 0.012%* 0.001 0.012%** 0.001 0.012%** 0.001
yr2003 0.094*** 0.001 0.094*** 0.001 0.094*** 0.001
yr2004 0. 111%** 0.001 0. 111%* 0.001 0.111%** 0.001
yr2005 0.135™** 0.001 0.135%** 0.001 0.134*** 0.001
yr2006 0.091*** 0.001 0.091%** 0.001 0.091%** 0.001
yre007 0.052%** 0.001 0.052%** 0.001 0.051%** 0.001
Constants 0.000 0.001 0.000 0.001 0.074*** 0.012

Note: 1) *** p(0.01, ** p(0.05, * p(0.1.
2) Dependent variable is log difference of land price, IN=1 if standard lot is in the city, Distance is measured in
km from the boundary of city, yr# is year dummy, IN*yr# is interaction term of IN and yr#.

2006%=2] 2polE Qulshi= IN*yr20062] Algk 0.156~0.169%, YAl ofgh H=7}
SN Fole FAlEA] YR A7prt Lol vl o Wol A5HeS & & 9
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AlwA] QFe] gk ofue} £ 29| APEsEE JFS
OS2 7 A EAoct, X ouitt FAIEA] Fx]of wAH 7H‘?j_‘741§—1 T Aol o
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o7 wyo] AjHdol tigt AYS AAE Ax ﬂHL *Wfﬁ} B e S 4 9
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[Figure 1] Difference in Land Price Change Rate between Inside and Outside of the
Innovative Cities (Pooled)

(Unit: %p)
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(Table 7) Estimation Results

Daegu Jeju Jeonbuk Chungbuk Gyeongnam Gangwon Gyeongbuk Gwangju Ulsan
Fixed effect OLS Random effect OLS Random effect|Random effect| Random effect| Fixed effect | Fixed effect
IN 0.020 -0.014 —0.050*** —0.029** —0.044*** —0.076™**
distance 0.000 —0.008*** —0.006™** —-0.000 0.002*** —0.006***
IN*yr2002 —0.014** —0.052** 0.013 0.022** 0.015 0.023 0.007 —0.026 —0.035**
IN*yr2003 0.072%** 0.013 0.095*** 0.019* 0.009 0.026 0.161F** —-0.006 0.008
IN*yr2007 —0.048* —0.044* —-0.003 —0.044*** 0.434*** 0.160*** 0.007** 0.323%* —0.095%**
yr2002 0.022%** 0.063*** 0.013*** 0.018*** —0.005*** 0.015*** —0.034%** —0.005%** 0.021%*
yr2003 0.060*** 0.100™** 0.100%** 0.156*** 0.104*** 0.126™* 0.168*** 0.114%*%* 0.045%**
yr2004 0.062%** 0.065*** 0.068*** 0.294*** 0.183*** 0.161*** 0.246™** 0.071*** 0.070***
yr2005 0.112%** 0.116%** 0.004*** 0.313*** 0.139*** 0.144%* 0.173*** 0.162*** 0.115%**
yr2006 0.081*** 0.085*** 0.047*** 0.164*** 0.057*** 0.114%** 0.098*** 0.093*** 0.155***
yr2007 0.056%** 0.056*** 0.030*** 0.071%* 0.071*** 0.101%** 0.004* 0.065*** 0.036***
Constant 0.060*** —0.037*** 0.049*** 0.053*** 0.008*** —0.018%** 0.046*** 0.109** —-0.002

Note: 1) ¥* p(0.01, ** p(0.05, * p(0.1.
?2) Dependent variable is log difference of land price, IN=1 if standard lot is in the city, Distance is measured in km from the boundary of city, yri is year dummy,

IN*yr# is interaction term of IN and yr#.
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(Table 8) Summary
(Unit: %p)
2002 2003 2004 2005 2006 2007

Differnce in land price change rate
between inside and outside of the -0.5 53 12.4 39.6 15.6 35
innovative cities

(Table 9) Summary — Difference in Land Price Change Rate in 2005

(Unit: %p)

Daegu | Jeju |Jeonbuk | Chungbuk | Gyeongnam | Gangwon | Gyeongbuk | Gwangju | Ulsan | Average
18.6 48 61.8 34.0 36.4 339 156.9 380 30.9 461
Note: The value of Daegu and Ulsan is based on 2004,
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@ HHol pgE °4°|01| ofet AR0ll= o g8 FA9 7HAS, MEo gt R0z +8 E=
A2l [Z GAIY Tt JlEeR it
H70X(FSste EXIQ HAY)
Q@ AlelE Mol glojoil gt =0l AGM Hie ol Qlgt SAXIZh= Gall EXIQ THAMHE
Al SAIE SAXIZL S ZHEAEC 7HE 7tk Aol SAIE SAXITEZ Btok (i 2007. 10,
17
@ ARl 29 S0 ACIM Hi1e wFol Qg SAXIThE AGE TAY Mo AIFs ZAl
J|EYE oh= SAXIZIZM, Goll EXjof 28t 2ol9 88 E= ME A SAE SAXIIL 5
ol ARGl AUl JHE Zirke AIEo SAIE SAIXIZHE Bt
© Mg & HMagole St SUMHY A= E= Ad0] 31 E= UAEHS=Z Q5o Sl
OF & EX[9 7tA0| HsEACt T A= dR0l= Mol e SAXIZl= Faf 31 =
DAY HO AEE SANVIEYR sle SAXIZIZM, Foll EXI THAME FAl SAIE SAIXI7
& gofl SAANYY FuY = DAYl Y Itk AE0 SAE SAXIEE st (A
2007. 10. 17)
{Appendix Table) Development Progress of Innocity (as of Aug. 2011)
Planning schedule Project size Completion progress (%)
Site Development | Implementation | Area | Population Cost ) X
designation|  planning planning (ten |(@ thousand|(one hundred Ste .preparatl_on Compensation|Sales
approvals | approvals approvals |thousand)| person) | million won) ERDEEE)
Total - - - 44953 273 100,240 69.3 (93.1) 986 576
Busan |2007. 4. 16| 2008, 6. 24 | 2008, 12. 12 936 7 4194 99.4 (100) 942 830
Daegu |2007. 4. 13| 2007. 5, 30 | 2007. 9. 5 4216 23 16,016 7 (920 9.2 265
Gwangju [2007. 3, 19| 2007. 5. 31 | 2007. 10. 26 | 7327 50 14,175 785 (93.6) 99.7 577
Usan {2007, 4. 13| 2007. 5. 30 | 2007. 9. 3 2984 21 10,555 716 (915) 96.6 453
Gangwon |2007. 3, 19| 2007. 5. 31 | 2007. 10. 31 3612 3 8910 60.5 (86.4) 99.0 446
Chungbuk {2007, 3, 19| 2007. 5, 31 | 2007. 12. 17 692.5 42 9969 448 (95.0) 99.4 330
Jeonbuk {2007, 4. 16| 2007. 9. 4 | 2008. 3. 4 990.9 30 15,229 582 (92.1) 984 90.2
Gyeongbuk [2007. 3, 19| 2007, 5. 3t | 2007. 9. 3 3815 26 8,676 84.6 (92.9) 941 577
Gyeongnam|2007. 3, 19| 2007. 5, 31 | 2007. 10. 26 | 4078 38 10,577 784 (95.0) 994 397
Jeju  |2007. 4. 16| 2007. 7. 16 | 2007. 9. 5 115.1 5 2,939 835 (929 99.9 /8
Source: Ministry of Land, Transport and Maritime Affairs, Public Agencies Relocation Office (http://innocity. mitm.go.kr).
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