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Analysis of defense procurement agency
Study on the appropriate brokerage fee and effectiveness
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Abstract In this study, two analyses were conducted in relation to the defense procurement agency. The
first was a questionnaire survey conducted by defense business personnel to quantitatively measure the
effectiveness of the defense procurement agency's utilization. In the second, the appropriate standard
for brokerage fees was developed, the actual work of the defense procurement agency in overseas sales
was surveyed, and the brokerage profit of the general product was applied to the defense procurement
agency's brokerage profit data. Using the defense procurement agency was 1.07 times more effective
than not using it, and the appropriate brokerage fee varied according to the project size. For medium
/ small projects, 5.1 ~ 8.7% of the total project cost is an appropriate brokerage fee, compared to 1.2
~ 1.8% for big-scale projects. The government's appropriate brokerage fee is not fixed, but is elastically
applied according to the size of the total project cost, and it is appropriate to analyze the characteristics

of the project and identify and adjust the required activity cost in advance.
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Fig. 1. Record of foreign purchases
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Fig. 2. Registration status of defense procurement
agency
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Table 2. Evaluation criteria

No. Evaluation criteria

Clarification of communication due to
timely interpretation

No night shift work for jet lag

Possible to detailed information of foreign product

Incresed project cost due to brokerage fee

Possibility to leak military secrets
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Reduced transparency due to lobby
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Table 4. Effect of alternative

Table 5. Cases of defense procurement agency’s work

alternative B ; Spec. Project A ‘ Project B ‘ Project C
. ect o
No. Basic Weight Relative | Accumulated | gjternative Period of 2016. 5.~2019. 6. 36month)
effect effect activity
1 0.219 0.71 0.15 Total project 600m 1160m 42840m
2 0202 | 072 0.14 cost (won) (won) (won)
3 0192 | 133 025 Number of 51 54 106
1.0 activities
4 0.159 1.06 0.16 0.93
5 0.124 1.04 0.12
6 0.104 | 1.14 0.11 Table 6. Examples of defense procurement agency’s
Total 1.0 1.0 6.0 0.93 activity
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Table 7. Estimated cost of defense procurement
agency’s work

Spec. Project A Project B Project C
Total project 600m 1160m 42840m
cost (won) (won) (won)
Number of 51 54 106
activities
Estimated cost
F activiti 42.6m ~ 47.83m ~ 481m ~
° (iczb(%)les 63.91m(won) | 71.75m(won) | 721.5m(won)
Brokerage 1100m(won)
fee(7%) 42m(won) 81m(won) (imit fee)
Profit -0.6m ~ 33.17m ~ 619m ~
-21.91m(won) | 9.25m(won) | 378.5m(won)
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Table 8. Financial metrics for general brokerage

Average cost
Spec. (won) Percentage
Total'c'o.st of 1.681m 100%
activities
Prime cost of sales 1,227m 73%
Personnel expenses 171m 10%
Rent fee 18m 1%
expenses 265m 16%
Brokerage fee 1,788m -
0,
Profit 106m 5.94% offe]?;rokerage
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Table 9. Apply for general brokerage to defense
procurement

lgeneral brokerage| Defense procurement

Small & Mideum

Spec. Average

Percent- i Big project(C)
cost ase project (won)
(won) 8 (A, B)(won)
Total cost
42.6~ 481~
0, 0, 0,
.O.f. 1,681m| 100% 71.75 100% 7215 100%
activities
Prime
cost of |1,227m| 73% 2 35% | 403.52 65%
sales
Personnell 'y, | 10w | 3545 | 63% | 6170 | 10%
expenses
Rent fee | 18m 1% 3.5 6% 3.495 | 0.57%
Other | a6sm | 16% | 1538 | 27.5% | 143.835 | 24.43%
expenses
5.1% ~ 1.2%~
Brokerage 4529 | 8.7% of | 511.38 | 1.8% of
‘ 8°1,788m - ~ Total ~ Total
e 76.28 | project | 767.06 | project
cost cost
0,
5.94% of| 269 [5.94% of 5.94% of
X 30.38~ |Brokerag
Profit 106m |(Brokerag| ~  [Brokerag
4556 | e fee
e fee 4.53 e fee
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