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Abstract

A Study on the Abolition Causes and Alternatives of
Collective Private Contract among the Government
Procurement Ways

— The Principal-Agent Theory Approach -

Young-Geun Jin
Department of International Commerce & Maritime Administration

Graduate School of Korea Maritime University

This study intended to find some enhanced alternatives for the government
procurement with products of small & midium firms by analyzing causes of
discontinuing the collective private contract in a view of the agent
theory. The summary for causes of discontinuing collective private
contract in view of the agent theory of this paper are as follows.

First, the collective private contract caused problems of unbalanced
information and the adverse selection through the agent system which
intensified the limitative competition, a nature of the government
procurement market .

Second, a lack of supervision and induction system on the Kbiz(Korea
Federation of Small and Midium Business)by the government has enlarged
the agent problem.

Third, a moral hazard of the Kbiz who 1s the agent and acts of

relevant subjects to pursue hegemonies have resulted in an expedient

_Vi_



operation of the system, and became a decisive cause to discontinue the
system after all.

Fourth, the structural complexity of the agent system surrounding
organs such as SMBA(The Small & Midium Business Administration), the
Public Procurement Service, KFTC(The Korea Fair Trade Commission), The
Board of Audit and Inspection of Korea and other various public
institutions has lowered an efficiency of the agent system to result in
preservation and existence of the system jeopardized.

Fifth, political advocates or opposites to the system have made
subjects involved depend on negotiations, compromises or political power
rather than an efficient operation, thus the system was forced to be
discontinued after all only losing its necessity to exist.

With problems above, the system of the collective private contract
lost 1ts universality as a policy to support small and midium business
despite of 1ts various good functions that the competitiveness of the
country has been lowered by wasting the national resources and adverse
functions while competitiveness of small and medium business has been
deteriorated by contenting with the system thus, finally discontinued.

Criteria of the alternative should be, first, reinforcing
competitiveness to minimize problems of the agent such as a moral hazard
and the adverse selection etc. Second, a support and protection for small
& midium business should be sufficiently considered. Third, a realistic
procuring convenience such as a smooth supply of procured products and an

efficient administration for procurement must be considered as well.

* KEY WORDS: government procurement, collective private contract, agent

theory
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