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Study on the Cost Estimation Procedure for the Core parts
Localization Development Support Project
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Abstract With the implementation of the 'Act on the Promotion and Support of Defense Industry' on
February 5, 2021, the defense industry development support program has been expanded and
restructured. In particular, the budget for supporting the development of core parts has increased
significantly, highlighting the need to ensure the validity of the estimated development costs and
enhance efficiency. On the other hand, the current process for estimating development costs is primarily
carried out by project-related companies or institutions, necessitating the establishment of an objective
and valid cost estimation process. The 5W2H method was used to specify the research boundaries and
clarify the scope of the research. Legal research and interviews with relevant stakeholders were
conducted. In addition, data were collected from the Defense Industry Information System (COMPAS)
related to domestically produced core parts RFP and analyzed. Using regression equations, an estimated
development cost model was proposed based on information from seven simple factors. This model can
be used to initially validate development costs proposed by companies during the planning phase.
Ultimately, the research aims to contribute to the efficient and effective execution of the support

program for developing domestically produced core parts.
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Table 1. List of Institution whose main propose is
R&D management

No Name of Institution
1 National Research Foundation of Korea(NRF)
) Institute of Information & communications Technology
Planning & Evaluation(IITP)
3 Korea Planning & Evaluation of Industrial
Technology(KEIT)
4 Korea Institute of Energy Technology Evaluation and
Planning(KETEP)
5 Korea Technology and Information Promotion Agency
for SMEs(TIPA)
6 Korea Institute of Marine Science & Technology
promotion(KIMST)
7 Korean Agency for infrastructure Technology
Advanvement(KAIA)
3 Institute of Planning and Evaluation for Technology in
Food(IPET)
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Part No Drawings No
‘gei‘P“‘: Sub assembly Table 2. Basic statics of estimated R&D costs by project
oysteny’
Original
assifbﬁ;rm producgon part No Division Contents
o
EA* Import cost 1 Variable Estimated cost
Tmporting Original 2 N 140
country production
Section Required Estimated sales 3 Ne 0
Quantity
1 year (EA) (Million won) 4 Mean 2,384
. 2 year (E4) (Million won) 5 Standard error of Average 232
Required 3 year (EA) (Million won) p Standard d 2479
Quanti tandard deviation ,
/ i 4 year (EA) (Million won)
Estimated sales| 5 year (EA) (Million won) 7 Minimum value 30
Subtotal (EA) (Million won) 8 Q1 700
After 6 year (EA) (Million won) 9 Median Value 1.315
Total (EA) (Million won) o 3 2075
Fig. 4. Part of core parts localiztion RFP 11 Maximum Value 13.300
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Table 3. The average and median cost comparison
by weapon system category

Weapon Import cost | Sale projection R&D cost
system M Mid M Mid M Mid
Etc 5 2.4 136,674 6,594 | 2,295 | 915
Anti air 73 50 7,529 | 3,515 | 2,505 | 1,885
Missile 113 9 7,705 | 3,348 | 3,740 | 2,900
Submarine | 4,714 350 | 73,600 | 17,500 | 5,314 | 5,300
Tanks 11 6 3,268 | 2,418 | 1,885 | 1,100
Surface ship| 620 85 15,016 | 9,360 | 2,521 | 1,200
Aviation 71 17 6,152 | 3,300 | 1,662 | 1,015
Fire 25 14 23,961 | 5,420 | 2,392 | 2,000
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Table 4. Comparison of the difference between the

estimated R&D cost in the planning stage
and R&D cost in the settlement stage

No. Basic statistics Calculations
1 Sample size 25

2 Mean 21.0956
3 Variance 498.4984
4 Standard Deviation 22.32708
5 Median Value 14.2

6 Minimum value 66.22
7 Minimum value 0.2

8 Range 66.02
9 Quantile 1 3.455
10 Quantile 3 39.28
11 Quantile Lange 35.825
12 Coefficient of Variation 105.84%
- Total 527.39
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Fig. 12. Regreesion equation base on RFP data during
2010 to 2020
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