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Abstract

FTAct on Facilitation of Purchase of Small and Medium Enterprise - Manufactured Products and
Support for Development of Their Marketsy was created and implemented. The act states that the
materials designated by the Small and Medium Business Administration are directly purchased from the
small and medium enterprises and provided to the construction companies so that the materials can be
provided as GFGI (Government Furnished and Government Installed) in the case of a public
construction project. This thesis is aimed to analyze the current status on the problems of each project
party and understand their improvement requests so that mutually beneficial plans can be sought and
improved process 1s presented for the continuous development of the direct construction material
purchase system as well as successful construction projects. And This thesis summarized the purpose
of the institutions and their change histories, and related law as well as codes for the better
understanding of administrative procedures for the purchase system and the analyses as well as the
improved process on the difficulties in complying with the current institutions.
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<Table 2> AS-IS Analysis

Agent Status

mThe government operates direct
purchase system  for  construction
materials so that construction materials
are directly purchased from SMEs, and
continues to reinforce related programs
in order to encourage and facilitate the

direct purchase systems.
Government

6] m Ministry of Safety and Administration

in 2014 pre—announced the legislation of
revised enforcement decree on contract
involving local governments in order to
enhance competitiveness of specialized
small and medium construction
companies and address the imbalance

among industries.

mRequested that the direct purchase for

. construction materials by client should
Construction L . .
L be limited to public projects, and
Association of X R . .
discretion is granted to client, and the

Korea . .

(1] direct purchase and direct use by
contractor may be allowed in a specific
situation.
® Specialized small and medium

Specialized construction companies strongly request
small and to exclude small constructions from
medium becoming subject to the direct purchase

construction in order to maintain peace between

companies small manufacturers and small
[2][4] (8]

construction companies, and balance
government policies.

m[ ocal construction entity requests to
reduce cases subject to the direct
Local . .
. purchase of construction materials for
construction

K public agencies (increase from the
entity [10]

current W2 billion or higher to over
8.7 billion).
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<Table 3> Profit and loss of each agent for

sSmall and medium manufacturers
request for expansion and continuous
guidance as well as supervision for the
related items so that the direct purchase
small and can become more vibrant.

medium = Small manufacturing companies
manufacturers| | establish an emergency committee and

1] (6] actively respond to the
pre—announcement on the legislation of
revised enforcement decree on contract
targeting local governments to hamper

the legislation.

budget
Agent Budget
°Decreases in estimated project
costs due to the exclusion of
Client administrative cost and margin
% It is estimated that the 2.5% of
total construction cost will be
saved.
°Decreases in profits due to the
exclusion of administrative cost and
margin
Contractor % It is estimated that the 2.5% of
total construction cost will be
decreased.
oIncrease of balance gains by
approximately 157 25%
Small and X Actual balance gains are
medium expected to be over 15%.
manufacturer (Reason : Public Procurement
Services or PPS’ own  cost
review)
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Purchase Specification)

A Mo existence of Modiffication or Change

Project Execution by
Project Department

Contract Modification =

N

[Figure 1] Process chart (Application of CP in

Existence of Modification or Change
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the contract phase)
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<Table 4> Special condition in facility
construction contract ( Purchasing of
construction materials )

Article 1 (Purpose) Special conditions for construction
material purchase are aimed to define what should be
implemented in construction contract between #xtxx and
the counterparty when ###x%% is obliged, as per Act on
Facilitation of Purchase of Small and Medium Enterprise -
Manufactured Products and Support for Development of
Their Markets Article 12 ( “Market Support Act” ), to
directly purchase items in ‘“construction material list”
among the materials that obtained approvals from Small
and Medium Business Administration not to be included in
government—furnished materials ( “Exceptional Materials

in Direct Purchase” ).
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<Table 5> Overview of improvement plan

Improvement Overview

m Description for segmentation of
items and item types are necessary.

. m[ndoor fire hydrants (divided into
Segmentaion of . K
. L general hydrants and interior
items in direct .
hydrants), outdoor fire hydrant, and
purchase . .
water pipe fire hydrants are
segmented under the fire hydrants

category.

m]t is necessary to implement
system  where client directly
purchase items that accompany little
managerial responsibility, or client
selects segmented items and lets
contractor directly purchase the
Systems for . .
, items and do construction based on
contractor s L, .
X client’” s pre—determined rules and
direct purchase R .
contract if the items can accompany
great responsibility in management.

mCompany ‘I’ sets and enforces
rules regarding “special conditions
for construction material direct

purchase” .

m[t is
administrative costs coming with

necessary to  support
direct purchase by paying proper

Cost support in amount, if contractor’ s direct

the case of purchase is made as per special
contractor’ s conditions in facility construction
direct purchase contract.

= Cost support includes occupational
safety management expense, and

PPS procurement commission rate.

m]t is difficult to write special
conditions as well as specifications,
aimed to secure impartiality and
quality of materials and goods, in

. the format required prior to project
Standardized d P proy

execution.
format

=]t is necessary to standardize the
format for specifications and special
conditions in order to reduce the
waste of unnecessary administrative

execution and save time.
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