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Abstract

Joint overseas expansion could contribute domestic large enterprises and small/medium-sized enterprises to
expand overseas construction market by complementing each other’s vulnerabilities and weaknesses. To
invigorate it, not only does mutual effort between both parties matter, but also providing motivation such as
institutional incentives and compensations are important for inducing large enterprises to voluntarily expand
overseas construction with small/medium-sized enterprises. However, institutional systems exist only to promote
win-win growth limited to domestic construction except for overseas construction. Therefore, the purpose of this
study is to establish cooperation evaluation system between domestic large enterprises and small/medium-sized
enterprises for invigorating joint overseas expansion by evaluating large enterprises cooperation efforts, and
offering incentives to some enterprises gaining a good grade. The developed system could contribute to effectively
promote win-win growth by providing institutional guidelines. In other words, The government could induce large
enterprises cooperation efforts to some parts which small/medium-sized enterprises need, and large enterprises
could selectively and intensively support insufficient cooperation part based on the evaluation result.

Keywords : joint overseas expansion, cooperation evaluation system, overseas construction, large enterprises and small/
medium-sized enterprises
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[Step 3] Selection of cooperation evaluation sub-item in overseas construction

Correlation analysis between required capability of subcontractors and cooperation sub.item
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[Step 4] Establishment of overseas construction cooperation evaluation system

Method of evaluating cooperation in overseas construction
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Figure 2. The amount of overseas construction orders by
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Table 1. Accumulated amount of orders by overseas expansion
type in the last decade

The accumulated amount of orders

Overseas expansion type

Price (ratio) Case (ratio)
Single LEs 378,895.0 (87.7%) 2,312 (44.7%)
SMEs 220320 (5.1%) 2,526 (48.9%)
LEs-SMEs (LEs) 44847 (1.0%) 75 (1.5%)
Joint LEs-SMEs (SMEs) 3290 (0.1%) 54 (1.0%)
LEs-LEs 249322 (5.8%) 97 (1.9%)
SMEs-SMEs 1,5439 (0.4%) 104 (2.0%)

«LEs: Large Enterprises
SMEs Small and Medium Enterprises
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Table 2. Evaluation items and score in cooperation evaluation

system
) Score

Evaluation ltems LEs  SMEs

1. Joint contract 10 -

- Joint contract case ratio 5 -

- Joint contract participation ratio (5) -

2. Joint subcontract 20 25
- Cost ratio of subcontracting to subcontractor (20) (25)

3. Subcontractor fosterage 60 55
A. Finance support 40 40
(1) Propriety of subcontracting payment and time, etc. 30 30

- Propriety of subcontracting ratio (15) (15)

- Semi-cash payment rate @8 ®

- Payment time of subcontracting ) (5)

- Electronic subcontract @ @

(2) Finance and education support 10 10

- Finance part 6 ®)

- Education part ) (5)

B. Joint technology development and support 10 5

- Technology development cost support

- New technology or patent joint development (optional (optional

- Subcontracting to company having patent or tem)  item)
new technology
C. Forming consultative group 5 5
- Operation ratio @ @
- Operation performance 3 (€)
D. Reward results related to cooperation activity ) (5
4. Credibility 10 20
- Sanctions related to subcontract (10) (20)
Total score 100 100
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Table 3. Support program for subcontractor by major large
prime contractors

Major large prime contractor

Type DiDsDs L PHSHG Detail contents
Prime rate, emergency funding,
Finan— expansion of cash payment
) ce 00000000 rate, exenption of guarantee
Wm— instrance palicy, etc.
win _ o

Ed_u e 06000600 o Staff training management

cation and finance and others
growth )

Tech- Transfemng technology,
dmM-molo- ® ©¢ 6 @ @ @ @ @ supporting developmmt
estic) technology, collaborative

o research project, efc.
Consulnng about managing
Gres @ & ¢ ¢ & ¢ o o and financing. field trips, etc.
Finan— ° ® Network lcen, the iving expanses
ce in oversees fidd trip, elc.
Over- Teaching English
seas Edu- ° o o o conversation, know-how for
cation overseas expansion, local
expan- tax, finance related laws, etc.
son Supporting local order’ s
Others o o PQ approval, participation
in overseas exhibitions, efc.
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Overseas Constraction

* A Joint confract

Domestic Construction

3. Subcontractor fostemge

* B. Joint subcontract

2. Project support of followed
subcontractor

A Finance support
(1) Propriety of subcontracting . A Propriety of subcontracting
payment and time, efc. payment and time, efe.
+ B, Finance support

(2) Finance and education support

B, Joint technology development and . €. Fomning consultative group
support
3. Capacity improvement of followed
C. Forming consultative group subeontractor
D. Reward related o cooperation * A, Education support
a B'.
——

4, Reward related 1o coopertion
achivity

Figure 3. Cooperation evaluation factors breakdown structure:
domestic vs. overseas
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Table 4. Case overview

Tye  Project type Bulding type Nation Company Period ($Cmo-|ﬁ(tn)
Dome 2011.08

auditorium Philippines  H; 01402 180

Building High-rise  Viet L Do,
(Contracted) building nam 2014.09
Prime Saudi 2013.01

= i - ~ 1

rcz;)c% ; Gymnasium  yop Ho 201212 30
Cvil . - 201407

(Conracteg) ~ Brdoe - Chile Hopry, 60
Civil Saudi 2010.09

(Contracted)  FOWer Plant xapia D 2015 3310

Building-Interior  High-rise Viet J 201304 14

Sub  (Development) building nam 2014.09 |

cont-

raclor Cvi-Earth Work High-rise Vet A 20107 5

(Contracted) building nam 2014.07
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Table 5. Required capability of subcontractors

No  Required capability Detailed contents
. ) Experience in overseas projects is different from
N1 Ovifgggfnc% (lancts that in domestic environment to secure
proj performance capability and competitiveness
N2 Foreign language skill Smooth communication with local workers
' . Engineers experienced in overseas construction, where
N3 ov eEng;nsezrxs g:ghn ce the law-system, culture, language are different from
p domestic environment
' . . Stabilization of finance for solving SMES’s
N4 Financial stability financial instability
Overcoming difficulty to issue guarantees from
NS Isslie guaranises domestic and foreign finance institution
Competency to manage contracts and
N6 Contract management authorization and permission to engage in a project
Claim and risk . ' )
N7 management Capabilities to deal with claims and manage risks
N8 Understanding of the Understanding on the characteristics and
entering country  business environment of the entering market
NO Information and network Efforts to lay out the business foundation by
of the entering market collecting local information and network building
N10 Technological Having technology that is better than that of
competency overseas companies
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Establishment of Cooperation Evaluation System between Domestic Large Enterprises and Small/Medium-Sized Enterprises for Invigorating Joint Overseas Expansion

Table 6. Pool of cooperation evaluation sub-items

(®: Required , O: Optional)

Category Sub-item SAysterET; Detail contents
1. Joint C1 Joint contract ® @ Joint contract with subcontractor
overseas (G2 Joint subcontract ® @ Joint subcontract with subcontractor
expansion
C3 Standard subcontracting document ® Using standard subcontracting document
C4 Propriety of subcontracting ratio [ Propriety of subcontracting ratio
C5 Semi-cash payment rate ® @ Ratio of semi-cash payment(cash, check, network loan, etc.) to subcontracting
C6 Payment time of subcontracting ® @ Payment of subcontracting within due date
C7 Positive adjustment of good cost ® Positive adjustment of good cost as raw material fluctuation
2. Project C8 Electronic subcontract [} Handling a series of contract work online such as drawing up, signing, and managing.
support of  C9 Cost saving through exemmption of suboontract bond © O Cost saving through exemption of subcontract bond
followed  C10 Financial(loan) support ® Financial support with affiliated financial company
subcontractor 11 Early payment of subcontracting O O Payment of subcontracting before receiving advance payment, progress payment,
completion payment by orderer
C12 Fund support for buying equipment and material O O Semi-cash support for buying equipment and material except payment of subcontracting
C13 Forming consultative group ° Contracting an agreement and operation of consultative group in overseas field
C14 Application of four action agenda for ® Operating guidelines for contracting, subcontractor selection, committee operation, issuing
compliance with the subcontract law and preservation of document
~ C15 Education Support ® O Support for teaching local tax, language related law in institution approved by government
3. Capacity - c16 Support for technology development cost O @ Support for technology development cost
'rg rfg\lllgweegt C17 Joint research for developing technology O @ Joint research for developing technology with prime contractor and subcontractor
subcontractor C18 Subcontracting with subcontractor having 0 Subcontracting with subcontractor having patent or new technology
patent or new technology
4 Posit C19 Reward results related to cooperation ° Reward results related to cooperation such as joint contract or subcontract
fUIfiI?rﬁg|X$ C20 Active participation in win-win growth ® Re-agreement and period expansion of win-win agreement, introduction of
government subcontracting managing system, etc.
5. Negative C21 Credibility ® @ Sanctions related to subcontract(recommendation of correction, fine, penalty, etc.)
fulfillment  C22 Action against win-win_growth ® A subject of soddl critidsm for action against win-win growth such as bribery, breach of duty, efc.

‘A Ministry_of Land, Infrastructure and Transpor‘[ S cooperation evaluation system

B: Korea Commission for Corporate Partnership’s win-win Index
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Table 7. Correlation between required capabilities and
cooperation items
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Table 9. Draft of evaluation items and score in cooperation
evaluation system

Score
SMEs
25

Evaluation Items LEs

30

1. Joint overseas expansion
A. Joint contract
(1) Joint contract case ratio
(2) Joint contract participation ratio
B. Joint subcontract
2. Project support of followed subcontractor
A. Propriety of subcontracting payment and time, etc.
(1) Propriety of subcontracting ratio
(2) Semi-cash payment rate
@
@
1

o

Payment time of subcontracting
Electronic subcontract
B. Finance support
(1) Fund support
(2) Support for issuing subcontract bonds
C. Forming consultative group
- Operation ratio
- Operation performance
3. Capacity improvement of followed subcontractor
A. Education support
B. Technology support
- Support for technology development cost
- Joint research for developing technology

SNJwnhwooNnO oG BB,
ONRONnO WO oo BEIR

(optional (optional

- Subcontracting with subcontractor having patent  item) itemn)
or new technology
4. Credibility 10 20
- Sanctions related to subcontract 10 20
5. Additional points 5 5
- Reward related to cooperation activity 5 5
Total score 100 100
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Table 10. Draft of incentives for prime contractor gaining a
good grade

Incentive Detailed contents

Additional point when evaluating

construction capability Maximum 6%

Minimum 3%,
Preferential treatment when applying
for Overseas Field Training
Supporting Business

Giving priority and increasing
the number of people until 20
people have been included

Giving priority and increasing
supporting amount

Reduction of fee for feasibility aralysis

Preferential treatment when applying New
Market Exploitation Supporting Business

Reduction of fee for feasibility analysis
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