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Executive Summary (English)

This study aims to analyze the impact of the 'Restriction on Large Enterprises' Participation in
Public Software Projects' policy, implemented since 2004, on the domestic software industry and the e-
Government system, as well as to identify the problems of the policy and suggest improvement measures.
Public software is closely tied to the daily lives of citizens, and major systems related to the government's
digital transformation contribute to strengthening national competitiveness and improving the quality of

public services. Ensuring the quality and stability of public software projects is therefore a critical task.

However, despite the intention of the current policy to promote the market entry of small and
medium-sized enterprises (SMEs) and mid-sized enterprises (MESs) by restricting large enterprises'
participation in public software projects, various side effects have arisen. While the proportion of SMEs
and MEs in public software projects has increased, their profitability has declined. The intensified
competition has led SMEs to rely on low-cost bidding, which has resulted in a deterioration in the quality
of public software. Although MEs have seen their revenues increase in public software projects, their
profitability has also decreased, with operating profit margins showing a consistent downward trend. This
indicates that the public software industry is being operated within a competition structure heavily

focused on low-cost bidding, suggesting the need for policy improvement.

In addition, the technical and financial limitations of these companies have led to a decline in
public service quality, and repeated system failures in large-scale projects are becoming a frequent
occurrence. These issues not only cause direct inconvenience to the public but also undermine trust in the
government. Problems revealed in cases such as the EBS online class system failure and the nationwide
COVID-19 vaccine reservation system during the pandemic highlight that the main causes were the lack
of technical capacity and deficiencies in system architecture design by SMEs. This demonstrates that
SMEs face technical limitations in independently handling large-scale systems, especially in the absence
of large enterprises' participation in public software projects. Notably, these large-scale system failures
could only be resolved with the support of large enterprises, clearly showing the limitations of public

software projects that exclude large enterprises.

The restriction policy has not only affected public software projects but also had a negative impact
on the overall domestic software industry. As large enterprises have been unable to build a track record in
domestic public software projects, they have lost competitiveness in overseas markets, and the export
performance of e-Government systems has also shown a downward trend. The export performance, which

reached $530 million in 2015, saw a sharp decline over the next three years, a problem directly linked to



the lack of large enterprises' achievements in public software. Especially in international markets,
experience and references in government system development are critical, and the restriction on large

enterprises' participation poses an obstacle to the global expansion of domestic companies.

Against this backdrop, this study proposes several strategic measures to address the issues of the
current restriction policy on large enterprises' participation in public software projects. First, the current
policy, which completely restricts the participation of large enterprises, should be converted into a
negative regulation approach. A negative regulation approach would allow large enterprises to participate
as a principle, while limiting their involvement in small-scale projects that SMEs can handle. This would
allow the use of large enterprises' capabilities in large-scale system development and maintenance,
thereby ensuring the stability and quality of public services. Simultaneously, it would provide SMEs with

appropriate business opportunities, fostering their growth in the market.

Second, institutional mechanisms are needed to ensure the profitability of public software projects.
Under the current system, competition driven by low-cost bidding has led SMEs to struggle in securing
profitability, which has resulted in a vicious cycle of declining system quality. To address this, the ratio of
minimum bidding prices should be adjusted, and fair pricing standards should be established to create an
environment where companies can secure adequate profits. Furthermore, evaluation criteria that prioritize
quality and performance in system development should be strengthened to promote competition based on

technical competence rather than simply on cost.

Third, a strategic plan for joint entry into overseas public software markets through collaboration
between the government and private enterprises is required. It is essential to establish a model where large
enterprises, MEs, and SMEs can cooperate to enter international e-Government markets collectively. To
this end, private companies should develop solutions suitable for overseas markets and propose them to
the government, enabling joint ventures abroad. Mechanisms must be put in place to ensure that profits
generated through such ventures are fairly distributed among the private companies, which would

incentivize their continued participation and innovation.

Fourth, a unified platform should be built to ensure the stability of national public services.
Establishing a unified platform that can prevent large-scale system failures and swiftly respond to
incidents when they occur would provide the public with reliable and trustworthy e-Government services.
The government must create a structure that allows large enterprises, MEs, and SMEs to collaborate,
leveraging the technical strengths of each company to enhance service quality and responsiveness.
Furthermore, the experience and technologies accumulated through this process should be leveraged to

strengthen the global competitiveness of the country's e-Government systems.



In conclusion, this study confirms that the current restriction policy on large enterprises'
participation in public software projects, aimed at protecting SMEs, has resulted in unintended
consequences, including the degradation of public software quality, frequent system failures, and a
decline in the competitiveness of e-Government exports. To resolve these issues, the policy must be
reformed to allow large enterprises to participate in public software projects, while building a
collaborative model between large enterprises and SMEs to foster a cooperative ecosystem. This would
improve the quality of public software and enhance the competitiveness of the country's e-Government
systems in global markets. This paper offers policy recommendations aimed at promoting the

development of the public software industry and strengthening national competitiveness.
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. A 34 324

L o714, 2714, 27199 e 44 72

1) 7149 F8vE A&

FERZE ] A A9 fridelet W, MEHoRE g1 g ITA=HS
H9she AdSDS, LG CNS, SK C&C so] =dolol®m &&sta . of2lgh ITAH| =
q7IdEe] AA wE F FTALAZELY Aol AAst= wWiE HFS HL FAE
71289 201099 22.2%°] diHlE] 2018Wel= 1.8%7HA ®Holzxl A& B 4 gl
MjE  Swea  Auus 2010ddE of 2.8F 9l Z3ohy, 2018dd= oF

\\)

7009 ol E7E Ao e

CE 4> ITAN 2 gr]gle] ZBaTES o] vjZnZ5} uZe] wa}

g e o) 719 BBUEA(AY) | WYy ZBHE 8|
2007 62,508 7.387 10.6%
2008 76,982 10,620 12.1%
2009 78,463 17,997 18.7%
2010 48,604 28,058 22.2%
2011 118,940 16,045 11.9%
2012 122,275 16,042 11.6%
2013 130,850 11,638 8.2%
2014 117,533 10,293 8.1%
2015 114,743 6,292 5.2%
2016 122,190 9,554 7.3%
2017 130,398 3,247 2.4%
2018 152,215 2727 1.8%
'07-12 CAGR 14% 17% 10%
‘13-18 CAGR 3% -25% -23%

A} &: SPRI Research Report RE-093(+34, Z%3], 944, A=A, #AEA, 2020)
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20131 o] 5o FTA7]HelA

F = 9
olets #AZL A =AAA g AR, @ hE 579 ool TV Goleh

of HyEd 2zl & HoEd SSWEY HoEd S3WHE
((Chel @ o3 ) [ Ehe @ o3 ) kS
2008 4,308 418 8.8%
2009 4 663 809 14.8%
2010 5,454 474 8.0%
2011 5143 450 8.0%
202 4122 846 17.0%
2013 3,215 1,679 34.3%
2014 3,334 3,454 50.9%
2015 3,756 3,749 50.0%
2018 o568 6,547 92.4%
2017 2,805 5,105 B4.5%
2018 2217 5215 0%
07-12 CAGR 2% 2% -4%
"13-18 CAGR 8% 25% 15%

A& SPRI Research Report RE-093(F-34, 743, vt7dvl A4, 154, 2020)
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14309 )=a slgolgien), 2018del wEel o 7Acld el /)18
AR, 20340l = ol 2xgele] MBS 2ot J1goE gt 109 Aele)
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<E 7T>ITFA7199 2015~2016 &3 W&, 9dgdol9], o]d&

(2 &)

2016 2015
H=Ees 1,607 1,372 3.2 0.3 0.z 0.02
et L= R 3.563 3,275 10.7 635 0.2 1.9
EHMNDS 1,186 1,072 109 15.8 09 1.4
QLOIE}H 2.737 1,618 -37.6 -g4.7 7} XX}
UEHEZH 2,108 1,825 -17.3 -71.8 1) X7}
KCCHRE 1,021 1,034 -19.0 2.7 7} 0.z
LIGAIAH 1,257 1,333 0.7 -163.3 1.6 =t

A& ITSA =Wl IT AFdAE @3 £AH2015~2016)

FZA79F vpRNA R =279 9A] FEAITEY] o] AT 471499

<E S ITEFA7YY FFAZEY S uj&uZF vj=H W3}

AT u|§uf?lﬂ _E2719 220 &
3] F( &) =20 F(HH) H|=
2007 37 895 3,949 9.4%
2008 38,141 4 554 11.3%
2009 47153 7,854 14.3%
2010 49 992 6,908 12.1%
2011 49,541 8,600 14 8%
202 5o 572 11,056 15.7%
2013 65,046 15,552 19.3%
2014 £9,554 21,925 24 0Pk
2015 77,755 23,700 23 4%
2016 77.584 31,655 29.0%
2017 85,823 25,522 22 %%
2018 78,003 22 957 00 7%,
'07-12 CAGR 9% 23% 1%
"13-18 CAGR 4% 8% 3%

A& SPRI Research Report RE-093(F-34, %3], &t47, A=A, 154, 2020)
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<GE 10> FFUE 20%E 298 SAVHES] Ht dYoldE
of = HHHE 20%ED SH7IY HH EFH7H
= Heo|dE HAEIMAN HelolelE B
2008 1.94 4,03
2009 1.55 3.76
2010 2.3 8.21
2011 1.02 8.35
2mz 1.39 £.86
2Mm3 1.58 4.19
204 0.25 572
2Mm5 -2.88 6.73
2016 016 .38
2m7 041 3.4
Z}7: SPRI Research Report RE-093(f-&4, 7443], vt7v A=A, A4, 2020)
A H JoldES AFEA, g7|gztdAgte] AAlE 1d FH<Ql 20143 5-H
" ASHA Aaste Ao = UERdT
27199 A% ol XE AHEW, F27Y T H wETH THY 22 F9)
=W AR TE BES 2 ¢ Sl
<H 11> FFAZES O] A&l FHostes 4719 & Ha = T
Ac = | ohEE s = A B = S
- RZIHEEd) | SsHEEE) E8 ()
2007 482 5.1 33.0
2008 39.5 5.0 32.5
2009 38.5 6.4 31.6
2010 35 4.9 28.5
2011 3.4 54 264
2012 349 6.5 284
2013 34.5 8. 284
2014 32.3 10.2 28.6
2015 36.1 11.0 30.2
2016 334 13.6 29.8
2017 34.9 104 29.1
2018 30.1 8.8 25.8
‘07-12 CAGR -7% 5% -
13-18 CAGR -3% 1% -
A& SPRI Research Report RE-093(F-34, %3], &t47, AFdA, 154, 2020)
xo uiE 99 = el HAs wivs Wslety B ¢ A, FAVIY 9
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2} &: KERI Brief 19-03(2%<¢, 2019)

UN(United Nations)9] Ats} 7]5<l ZAAAS] A (DESA, Department of Economic and

Social Affairs)x= & A7l ¢F 20070=r& wWido= AR @l sEs B

AR A9 E EEstal givk 200295FH vid A4E @R, 2008d R 2d
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