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Abstract The defense industry has recently been focused on boosting exports of weapon systems.
Investigation and selection of promising export items for SMEs in the defense industry is essential to
establish a defense promotion policy. This study presents a model for selecting promising export items
applicable to the defense industry through case studies, such as criteria for selecting promising items
from other organizations. The evaluation index is largely composed of three categories, competitiveness
of the item itself, capabilities of the exporter, and ripple effect of the export, and consists of eight
detailed evaluation indicators. The relative weight between categories was calculated through the AHP
method. In the selection model, if a certain score is exceeded, it is then possible to adopt a promising
item or verify validity. In particular, promising items were selected by applying this methodology to
those involved in the defense industry. Using the model presented in this study, it is expected that
domestic small and medium-sized enterprises with relatively high export competitiveness and excellent

quality items will be given priority, and more effective and intensive export support will be possible.
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Table 1. Evaluation Category & Points of Recommended
Items (aviation field)

Evaluation Category Points
Export competitiveness of items 10
Economic effects, such as the size of 10
Superiority and export of items
itability of :
Sultabitity o Need for localization 10
items
Association with foreign companies 5
Fidelity of the proposal 5
Business performance ability 10
Status of intellectual property rights, 10
certification, etc
Company
Technol, Devel t Capabilit
competency echnology Development Capability 5

status of facilities and equipment

related to the proposed item 5

Corporate credit rating 5

Export Expansion Strategy 5

Ripple effect Domestic industry ripple effect 5

Possibility to create follow-up 5

projects
Policy Conformity with government polic 10
conformity 24 8 policy
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. Technology level
quality level performance ability 15 —— iy 1 —
roduction technology leve
Production facilities 15 Product Technol - At 60
Production Production Management Excellence cchnology Mnovation
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2.3

Prior research and Case study
¥
Selecting key indicators
¥

Development of a model for
selecting promising export item

¥
Weight selection using expert AHP
¥
Prospective candidate investigation
¥
Selection model application

¥

Final selection of promising items

Fig. 1. Overall Study Model diagram
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Table 5. Synthesis of Selection Category and Implications

Table #
Derivation of evaluation field
11213] 4
Competitiveness of the item o -0 0
Development & production
pment & P o 00| -
capabilities
Exporter's
xporters Financial soundness o 0o 0 -
Competencies
Export capabilit d
P pablity an [ NCAN N
aggressiveness
Export ripple effect | -|-10
Other considerations o o - -

% note. @:included :partially included -:unincluded
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Table 6. Promising Export Item Selection Category

Level 1 Level 2
price competitiveness
. @2-1)
[tem'’s Performance competitiveness
Competitiveness (2-2)
1-n

Domestic/foreign public
confidence(2-3)

Development & production
capabilities(2-4)

Exporter's Competency

(1-2) Export capability &

aggressiveness(2-5)

Financial stability(2-6)

Export Ripple Effect Export expansion prospects(2-7)

(1-3)

Expected effect(2-8)

Whgol lzoz Aund A, ER 4 B
2" Ho} BAYEL Table 73 ol (VB 74754
9. QB 45349, GFNS U3 280w 74
ek

AR, “eEu HOF 71352 Table 99t 2
ol (DFZ gAY, @+F 7IHadz F4dtt

Table 9. Description of Export Ripple Effect

Category Description

(Quantitative effect) Export performance
of the applied item and prospect of
future export scale

Export expansion
prospects

(Quality Effect) Value-added level and
policy effect of export of applied item

Expected effect of
export
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Table 10. Defense Promising Export Item Selection

Model
, Levle 1 Levle 2 Applied .
Table 7. Description of the Item's Competitiveness weigh(| PoIts
. . (a))
Category Description Category |weight Category weight w;) i
" ice level of th Price
Price Competitive price level of the competitiveness | bl Albl |1/3/5/7/9
" applied item compared to overseas _
competitiveness o 2-1
competing items Item's
c it Performance
OMPELLve) - 4 ¢ competitiveness b2 Alb2 |1/3/5/7/9
Performance competitiveness level of ness R
Performance A _ (2-2)
iti the applied item compared to (1-1
ComPpetitveness overseas competing items Domestic/foreign
public confidence| b3 | A1b3 |1/3/5/7/9
. . Acquired certification related to the @3)
Domestic & foreign o . . Devel &
ublic confidence applied item from domestic & foreign evelopment
p publicly recognized organizations production cl A2cl (1/3/5/7/9
Exporters capabilities(2-4)
Competenc A2 Export capability
. " y & aggressiveness | c2 A2¢c2 (1/3/5/7/9
57, ‘53U 9F Bok WAYRS Table 8H T () e
ol ()7 & Atk (2)5&d% 9 F24, A Fiﬂancéﬂ_ gabﬂiw 3 | A3 1/3/5/7/9
olx Ao & A5}
e TR Export expansion
Export B d1 A3d1 (1/3/5/7/9
Riool 23 prospects(2-7)
ipple -
- , E d eff
Table 8. Description of Exporter’s Competency Effect(1-3) Xpec(tze_s)e et g2 | A3d2 [1/3/5/7/9

Category Description

Development and
production
capabilities

R&D investment performance and
technology capabilities, facility

Active export expansion of export
infrastructure, and participation in
domestic/foreign defense exhibitions

Export capability and|
aggressiveness

Financial stability Financial stability & sustainability
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Table 12. Promising Export Item Evaluation Category & point

Level 1 Level 2 Evaluation criteria & points
- - - o - -
Very High(9) Relative price level is 70% lower than overseas competing products or no competing
products.
Price High(7) Relative price level is 70% ~ 90% compared to overseas competitors
Compzeztitll;/eness Normal(5) Relative price level is 90% ~ 110% compared to overseas competitors
Low(3) Relative price level is 110% ~ 130% compared to overseas competitors
Very Low(1) Relative price level over 130% compared to overseas competitors
. - o .
Very High(9) Relative performance level over 130/0' compared to overseas competitors or no
ltem's competing products
Competitive| Performance High(7) Relative performance level is 110% ~ 130% compared to overseas competitors
(rie_sls) comp(eztl_té;’eness Normal(5) Relative performance level is 90% ~ 110% compared to overseas competitors
Low(3) Relative performance level is 70% ~ 90% compared to overseas competitors
Very Low(1) Relative performance level is less than 70% compared to overseas competitors
Very High(9) Domestic & foreign certification achievement combined score of 5 or more
D tic/forei : -
omes ;C/ orelg High(7) Domestic & foreign certification achievement combined score is 3 or 4
public Normal(5) Domestic & foreign certification achievement combined score is 2
corzlgt_i;nce Low(3) Domestic & foreign certification achievement combined score is 1
Very Low(1) No domestic and foreign certification
Very High(9) # of researchers and R & D investment amount is more than 300% of general SMEs
Development & High(7) # of researchers and R & D investment amount is 150% ~ 300% of general SMEs
produFFlf}n Normal(5) # of researchers and R & D investment amount is 50% ~ 150% of general SMEs
capabilities
(2-4) Low(3) # of researchers and R & D investment is less than 50% of general SMEs
Very Low(1) No dedicated research institute or research and development department
: i P 0,
Very High(9) The ratio .of' exl?orts: to sales .1s more thc:tn 1504) of gene'rc?l'SMEs and
participation in domestic and foreign defense exhibitions
Exporter’s Export High(7) The ratio of exports to sales is more than 150% of general SMEs, but
Competenc| capability & 18 no record of participation in domestic or foreign defense exhibition
(13_12) aggreé;s_l;l)eness Normal(5) The ratio of exports to sales is 50% to 150% of general SMEs
Low(3) No export amount, but export personnel are also in charge of the department
Very Low(1) No export amount, export manpower, dedicated department
Very High(9) Recent credit rating is A or higher
Financial High(7) The latest credit rating is over B and below BB
stability Normal(5) The latest credit rating is BBB
-6 Low(3) The latest credit rating is CCC
Very Low(1) No credit rating or CC below
Very High(9) High overseas demand or e)ocpected to expand significantly
(over 30% per year)
Export High(7) Average Annual growth is 10% or more
expansion . s . _10% ~ 109
prospects(2-7) Normal(5) Highly competitive & demand is stagnant (annual average -10% ~ 10%)
Export Low(3) Estimated decrease in demand
Ripple Very Low(1) Difficult to expect demand
Effect
(1-3) Very High(9) Localization rate over 90%

Expected effect
(2-8)

High(7) Localization rate 80 ~ 90%
Normal(5) Localization rate 70 ~ 80%
Low(3) Localization rate 60 ~ 70%

Very Low(1)

Localization rate less than 60%
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