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A Fairmess Policy on the Price Management
of Single Source Government Procurement Contracts

Kim, Yeon Bu' Baek, Seung Nyoung'

Abstract

Government procurement contracts with single source companies manufacturing
defense articles often cause them to behave unfairly in contract and its
implementation. For instance, they could deceive or exaggerate manufacturing
prices. This type of contract does not motivate them to reduce manufacturing
costs. In addition, the contract wastes government budget and hinders companies
in the defense industry from acquiring and sustaining global competitiveness.

To overcome this problem, this study not only introduces the case of U.S.
government contracts and price management, but also diagnoses the actuality and
drawbacks of our government contracts. For specific policy plans, our study
suggests the necessity of @ the effort of dual parties to reduce price imbalance
and information asymmetry, @ the verification systems of manufacturing prices
and the calculation of appropriate estimated prices, @ the building of databases
and the sharing of tax information regarding real trading prices, @ the
invigoration of long—term option contracts, and (& legal and institutional

preparation.

<Keywords> Single Source Contract, Cost Management, Defense Articles,

Faimess, Cost Reduction, Long—term Option Contract
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