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A Study on the Export Strategy of South America Based on

SWOT Analysis for Pioneering of New Market in Defense Industries
-Based on Peru and Brazil Defense Industries Cooperation-
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Abstract The defense industry is a high-value-added industry in which national technology plays an
integral role. When one submarine (1,800 tons, about 450 billion won) is exported, the economic effect
is the same as that of the export of 24,000 mid-size cars. Similarly, a high-performance guided missile
costs billions of won and its export would have a significant economic impact. For the past 50 years,
the defense industry has been fixated on the domestic market to meet the goals of developing and
acquiring weapons systems for the government of the Republic of Korea, which is the major consumer.
The current domestic market is saturated, leading to an erosion of the industry's growth engines. To
overcome this, exports of the defense industry are being highlighted. However, as competition in the
international defense industry export market is also intensifying, the need to foster and support the
defense industry and explore new markets for defense industry exports has to be further emphasized.
In this paper, the export environments of Peru and Brazil's defense industries were analyzed based on
the results of overseas business trips to these countries conducted in October 2021. The aim was to
explore new export markets in South American countries and specifically to open-source analyze the
export environment of Peru and Brazil. A SWOT analysis was conducted and promotion strategies for
cooperation with Peru and Brazil involving the defense industry and defense technology were established.
Policies related to defense industry exports were proposed to pioneer new markets in South America.
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Table 1. Political and Diplomatic Status in Peru

Spec. Contents
- Political System: Presidential system Presidential
system(5-year term, re-appointment is not
Politics allowed, but re-election is possible)
- Current President: Pedro Castillo
- Presidential Term: '21-"25(Begins in July '21)
- Pursuing pragmatic diplomacy with the
Diplomac US and China
P Y |- Close cooperation with left-wing governments
in Latin America(Mexico, Argentina, etc.)
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Table 2. Peru Weapon System Acquisition Procedures
and Policies

Spec. Contents

- Figure out requirements for each military,
direct purchase for each military
* Planning and preparation (requirement
identification and bid approval) —
Implementation of procurement procedures
(supplier arrangement, competition,
conclusion of supply contract) — Contract
- Raise each military requirement — Establish
a technology research group — Submit a
technica
report — Select a supplier — Contract
* Organization of the technical research group:
a representative of the armed forces required
for a weapon system, a representative of
the Joint Command, and one person
appointed by the Vice Minister of National
Defense

Small
(less than
$130,000)

Medium
(less than

$34 million)

- Raising military demands — Establishment

of a technology research group — Formation

of a committee commissioned by the 'Director

of Defense Materials Division' — Selection

of suppliers — Contract

* Consists of a total of 5 members, including 2
from the Ministry of National Defense, 1
from the Joint Command, and 2 from the
military that requires weapons systems

Large
(over

$34 million)
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Table 3. Major defense export promotion projects

to Peru
Spec. Size Company Status
- Submitted RFI for
wheeled armored
Hanhwa vehicle business in
Wheel 30 Units / Defense July 2020
armored $0.43 ' |- Scheduled to select a
K ey Hyundai .
vehicle Billion negotiating company
Rotem .
from among the
submission
countries
- US E/L disapproval
due to enactment of
Peru
FA-50 24 Units / Airspace Control Act
Attack $9.4 KAI * Necessary for
Aircraft Billion diplomatic
resolution between
the United States
and Peru
- 1st RFP submission
Multipurpose 6 Ships / Posco in Nove@ber 2018,
Frigate $14 International Business is currently
Billion suspended due to
budget problems
- Completed delivery of
6 out of 10 ships
(Ist project),
parrol | 4 Ships / ot e
$0.88 STX Co. .
Combatant e project
Billion .
New government
launch(July 2021)
and impact of
COVID
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Table 4. Major defense export promotion projects to

Brazil

Spec. Size Company Status
- November 2020 K2 tank

Tank .| RFI submission request

about Hyundai . ..
development i received official letter
: 200 units| Rotem ety

project - Feasibility study for tank

introduction(K2 tank)
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Strength Weakness

+ Largest defense Industries partner country In

+ Language barrters (Spanish) and geographical
Latin America.

+ Positive brand image by rasing awareness of
the Korean Wave.

+ High market share In home appliances
and automoblles.(Second place)

+ Promotion of Growth ac a Defense Industries

Togistics are very wea.
626 Power.

o

+ Expansion of {nvestment in defense industries,
construction, Infrastructure, ete

Threat
+ Deterioration o trus n government Insitutons,
such a5 leakago of koy matters tn Korea's

Opportunity

Shipbullding sector.

+ Uncertalnty stemming from corruption and
regime change.

+ Concerns about business setbacks due o the

replacement of Peru’s South Korean-friendy

military leaders.

+ A3 a member of the Pacific Alllance and CPTPP,
Peru 1s rapidy emerging as a Latin American
hub.

+ Expectations of a solid middle class economic
recovery.

Fig. 1. Peru Defense Industry SWOT Analysis

3.1.1.1 7|31=8(SO T
20219 10¥ #HF &% 2 HF
<571 202249 24 MEEtE=E A
A7|eR = =] HAPE T fAK
A FEAA gt MRS

Rl

Ayt ]
AEH1 1L

Sy
S
=



Wi HAE RS A SWOT 719 d@v] &

A A7 -w, Bepd kg $Ho-

de A5+ skAL olg s =71d H=F<l
AFE FYsiglnt. o] FEE A= 8T ﬁﬂ?ﬂ
o) ¥ 8l =7 Aol 8 AT 5 U
olt}. BEof gh=ofl ek 57 Q14 Wln—Wm
T 5 Sl A ARFAA G/ FAS FI
g Adoistal &) AA14 g {eke mAsor o
ot olF {5 5719 F=9] Wit H S7ERR Y
Al 5 FxeE WRe| & FAo] Folkn Wasitt

3.1.1.2 YHSIm(ST H=2)
HF SF11RE 213 AFFe= 20209 =3t H)

2 7b mAEIRfERA 24 ARS 2SN A o
59] 59 o] AR 24 AmTt A¥ 5 Az

QAN A o] QT Fig. 2k mAETRIeE
2 A1) ol4 Tl vhgolth11].

 Post-Panamax Project: Auvm(KSP)alpevnsedbylheMmlsuyoiSuntoamﬁnameo[
Korea to support the so that ships passing through the
mmmﬂmmmmmat%ammemwm to analyze

« KSP: Policy establishment and support for the development of shipbuilding and ship repair
industries as a Peruvian industry and trade investment policy advisory project.('19. 11. ~ '20. 7.)
+ Supervised by the Ministry of Strategy and Finance of Korea, acted by KOTRA

« Problem: The Peruvian state-run shipyard(SIMA) leaked business feasibility analysis data
provided by Korea by providing them to Spanish and Italian defense companies without
Korean consent.

. ity of
project estimates

for Korea as a result, such as the use of

« Implications: It is necessary to devi such as ling related matters
such as Korea's core technology between Peru and defense industry and technical cooperation
‘o prevent leakage to other countries.

Fig. 2. Post-Panamax Business(2020) Issues
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Table 5. Ex) Discovering humanitarian aid needs
through government-wide trade off-set
and linked trade

(O Review of trade feasibility in a way that allows
payment of import prices with minerals and agricultural
products, which are Peru's main resources

@ Excavation of demand for the transfer of culling ships and
firearms owned by government departments such as
the Korea Coast Guard and the National Police Agency
to the Peruvian Military

3.2 =2
3.2.1 SWOT 84 / FXIHzt
Bepdato] upal 9 =i7]e
A B9 SWOTES 45199t Fig.
AF SWOTE £43 Axto|ti11, 12]

Weakness

+ Brazi's economic stump and lack of response

Strength

* With a population of 210 million, 1t 5 the largest

‘economy and deepened fiscal defict

Opportunity Threat
* Expandlon of market entry cpportunities following + Economic growth hindered by government
digitalization trends. inefficiency and corruption.

+ Easy to enter Investment due to a drop In the
value of local curre

« Brazil can be used 2 a base country for Latin
‘American defense Industry exports.

* Although defense acquisiion costs are low,
Amazon's environmental protection and
survelllance equipment are increased.

« Exchange risk oxists at the lowest local
currency rate since the introduction of Brazll’s
currency plan in 1954

Fig. 3. Brazil Defense Industry SWOT Analysis
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