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Abstract The Korea Research Institute for Defense Technology Planning and Advancement (KRIT) is an
organization for project management of defense core technology research and development (R&D)
projects, and the number of projects managed has been increasing since 2021. Recently, the demands
for improving the appropriateness and transparency of the execution of the R&D budget have been
continuously raised, and the same is true for defense core technology R&D projects. This study analyzed
the defense cost structure and the direct, indirect, material, labor, and other costs. In addition, the main
functions of the real-time cash management system (RCMS) were analyzed. Through an analysis of the
linkage between the KRIT Project Management System (PMS) and the RCMS, this study considered ways
to ensure transparency in research fund execution by computerizing research fund management. Based
on the analysis results, nine methods were proposed for inspecting the material costs, labor costs, and
expenses to ensure reliability and accuracy in research fund management. With the introduction of the
defense cost management system, this study considered ways to improve R&D cost management using
the system and linked this with PMS to prepare an efficient R&D cost management work plan.
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Table 1. Number of R&D projects and annual
budget for defense core technology
(Unit : One Billion KRW)

Year No. R&D Projects Annual Budget

2021 62 126.9
2022 214 358.1
2023 294 640.5
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Fig. 1. Schematic diagram of defense R&D cost
structure
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Fig. 2. Structure of defense cost[3]
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Table 2. Categorization of direct material cost

Material quantity of complete products

Material quantity of sample products

Defective products

Material quantity of non-use products

Material residue(scrap, etc.)
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Table 3. Categorization of expenses

Depreciation cost

Intellectual property rights

Outsourcing service cost

Direct expenses
Testing & evaluation cost

Construction cost

Storage cost

Employee benefits

Education & training expenses

Indirect expenses Safety management expenses

Printing cost

Tax
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Fig. 3. Schematics of R&D budget transaction in
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Table 4. Data transport between KRIT PMS with RCMS

R&D project information referencing
R&D budget information referencing
Account holder information referencing
R&D budget usage referencing

Data transport
from RCMS to
KRIT PMS

Settlement of accounts referencing

R&D project information
registration/modification

R&D project agreement information
registration/modification
R&D institute information
registration/modification
Researchers information
registration/modification
R&D budget information
registration/modification
Request for virtual account issuance

Data transport
from KRIT PMS to
RCMS
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Table 5. Check points and required documents for
material cost

Check Point Required Document

Comparison of supporting documents
when purchasing materials Letter of quotation
Letter of delivery

Tax invoice

Adequacy of current price compared
to the past performance

Letter of quotation
Proposal for R&D
Plan for R&D

Duplicate material cost for the same
item at the same period

Letter of quotation
A written opinion for
tax exemption
Business registration

Including Value Added Tax
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Table 6. Check points for labor cost

Check Point Required Document

Man-hour counting procedure for
calculation of direct labor cost

ERP output data
Includes direct labor cost for research

support department personnel
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Table 7. Check points for expenses

Check Point

Adequacy of depreciation cost

Adequecy of royalty for technology & intellectual property
rights

Relationship between research project and outsourcing service
cost
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Table 8. Scope of data exchange according to
application of Defense Cost Management
System: Comparison with RCMS

Defense Cost
Data RCMS Management
System

R&D project information (0] (0]
R&D project agreement information (0] O
R&D institute information ¢} (¢}
Researchers information (0] O
R&D budget information (0] (0]
Indirect ratio information X (¢}
Direct material cost information X (¢}
Direct labor cost information X (¢}
Direct expenses information X O
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