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ABSTRACT

Title © A study on the efficient restructuring in public enterprise:
About the case of KEPCO

Kim, Jong-Pil

Graduate School of Public Administration
Cheju National University
Cheju, Korea

(Supervised by Professor Lee, Kyung-Won)

KEPCO (Korea Electric Power Corporation) has been maintaining its
monopolistic structure sence it was emerged as a public enterprise in
1961. During that time, the Korea’'s power industry has been praised by
it’s positive role in performing the government-led economic development
and, somewhat negatively, by the way of raising the funds to keep the
political power. However, the changes in the world environment and the
depression in Korea due to the IMF control have made it a reality that
we cannot concentrate only on profits as a public enterprise. Looking
around the present situation in and out of the country, the passive
method of business which has been practiced till now cannot exist
anymore. ‘The environmental changes like this make KEPCO not an
exception to the new rule and KEPCO should be prepared for it.
Focusing on the reality and broadening private sectors based on market
competition principle, the electric industry or indirectly related social
facilities have become more competitive and given to the fact that there
1s active participation on the part of private organizations, a new KEPCO

structure should be formed and this creates the following problems.
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Firstly it is possible to cause inefficiency in business due to the
massiveness of the organization. In other words, when the power
industry is run exclusively, it could face inefficiency in management due
to the lack of competition and reveal its weak points when it is opened
to the free-market of international competition. Secondly, we are in the
situation where the flow of investments and sales do not reach the
actual amount of the investments, and financially speaking there is an
increase In the debt rate as well as decrease in the per capita profit.
Futhermore, the inappropriateness of government control disturbs the
freedom of management which leads to inefficiency of the organization’s
ability to react quickly to drastic changes in the economical environment.
In the cases of personnel management, purchase of facilities and product
sales, the situation is at a point where it is not at its peak.

This paper made up of six chapters has been studied from the
standpoints of business size, efficiency of management and the financial
affairs. Chapter 1 is an introduction. Chapter 2 provides the theoretical
background of restructure in public enterprises. To measure the
looseness of business size were selected generation facilities, amount and
the number of houses served. And there are two different aspects of
efficiency in power industry calling producing and distributing efficiency.
To measure the producing efficiency selected a load factor, the loss rate
of the electric transmission supply, thermal efficiency, and labor
production. To estimate the distributing efficiency selected the sale price
of power and the rate of confidence. The variables of the financial ratio
are the debts rate, the total rate of capital earnings and the net profit of
sales amount. In Chapter 3 the restructuring examples of foreign power
industry such as British, Japan and U.S were presented which are the
nations of success in restructuring in power industry. Chapter 4 analyzes
reality of KEPCO's business and its problems. In chapter 5, the division
of facilities was given as an efficient reform of KEPCO. Four models are

introduced as a way to achieve the division of facilities.
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The first model is that KEPCO monopolies the electric generation -
transmission - supply, and some private power industries supply the
power to KEPCO.

The second model is that the electric generation detached from
KEPCO 1is shared competitively among power industries and KEPCO
takes whole charge of the power transmission and supply, and to do
that it deals with consumers with direct trade. The third model is that
let the subsystems of power supply detached from KEPCO do the
competition and open the net of power transmission so that power
supply companies use it freely. The forth model is openning the net of
power supply so that consumers can choose a power generation
company directly. As stated above, I have analyzed the characters of
different levels of models and the possibility of introduction.

Lastly, as a conclusion the sixth chapter indicate the direction of
KEPCO'’s restructuring effort and suggest some examples that can be
used in KEPCO’s case. The model of KEPCO'’s restructuring was the
British case that adopted competitive system in the part of electric
generation and transmission. But the unconditional imitation or the
extreme restructuring are not suitable for Korea's reality and should be

carried out under much caution.
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