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Abstract

An Analysis about the Effects of the Seoul Metropolitan

Government’s Procurement Policy for the Socially Disadvantaged

Business

Bum-Sik Kim - Jun-Sik Bae - Yoon-Hyi Jang

In Seoul, Socially Disadvantaged Businesses, the so-called “Heemang
Businesses” have difficulties in securing a market share owing to the
lack of competitiveness in both the price and quality of the products,
Therefore, the Seoul Metropolitan Government has expanded its public
purchase on products from Heemang Businesses since 2012, in order
to enhance their foundation for growth. This study aims to analyze the
social and economic effects concerning the purchasing policy of the
Seoul Metropolitan Government for the products of Heemang
Businesses, and furthermore to draw policy implications,

The major findings of the analysis are as follows. First, based on the
Heemang Businesses’ total sales and the amount of transactions
between the Seoul Metropolitan Government and them, it is shown that
the increase of the amount of trade in 2014 accounts for 10.5% in the
Heemang Businesses” total sales growth. Second, 54.3% of those
companies, which have experienced an increase in sales in accordance
with the Seoul Metropolitan Government’s policy to expand its
purchases from Heemang Businesses (hereinafter, the Policy), were
successful in profit improvement, and also 48.6% showed an increase
in employment, Third, the Policy is proven to have a positive influence

on realizing social values, such as an expansion in hiring the disabled,
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and improving general impression toward public service, Fourth,
offering preferences to companies that have fulfilled their social
responsibility is yet to be fully implemented in practice, yet it shows high
feasibility, as the bid ratio reached 62.5%. Fifth, 67.7% of the surveyed
companies were not aware of the Seoul Metropolitan Government’s
policy to support Heemang Business, thus, the general policy
perception is shown to be relatively low. Furthermore, it has been
determined by an analysis that the main reason for the absence of
transaction between Seoul and the surveyed companies is because of
the lack of product order information from the authorities.

In order to enhance the effect of the Policy, the following policies are
required. First, it is necessary to establish and manage a tentatively
named “Center for Complaints on Public Purchase”, supporting the
one-stop settlement of general predicaments that might arise between
sellers and buyers, from purchase orders to contractual problems,
Second, the Seoul Metropolitan Government must establish a plan that
allows prompt provision of information on its public purchases, and
active promotion of improvements concerning the Policy. Third, since
offering preferences to companies that have fulfilled their social
responsibility is at its preliminary stage, it is necessary to concentrate
on the current policy and improve its feasibility rather than to add new
indices. Fourth, the list of restricted items should be expanded when
entering into an online private contract. Fifth, in the medium term, it
is necessary to establish a win-win program that allows a Heemang

Business to prosper alongside strong medium-sized enterprises.
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