South Korean SMEs call for procurement reforms amid rising economic challenges
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The increasing importance of small and medium enterprises (SMEs) in South Korea's economy was underscored during a recent gathering hosted by the Korea Federation of Small and Medium Enterprises. Held in celebration of the 37th Small Business Week, the meeting brought together business owners to discuss the substantial challenges they face in navigating public procurement policies. Amid economic uncertainties, the discourse provided critical insights into the evolving landscape for SMEs and their pivotal role in the public procurement sector, which boasts a total market value of 208 trillion won.
Small business owners voiced 22 significant concerns that impinge upon their ability to participate in the procurement market. Key among these was the call for enhancements to the contract adjustment system to better accommodate price fluctuations, a frequent hurdle in the sector. The effectiveness of the pricing decision frameworks was also questioned, along with demands to curtail the ineffectual sanctions that disproportionately affect smaller firms. Notably, the proposal to create clearer classifications for convergence products highlights the need for more nuanced procurement processes that reflect the modern business environment. President of the Korea Federation, Kim Gi-moon, highlighted that SMEs provide a staggering 135 trillion won worth of supplies, accounting for 64.6% of the public procurement market, thereby affirming their significance in economic stability.
In a broader context, the South Korean government has been executing a range of initiatives aimed at fostering SME resilience and growth, particularly in light of increasing production costs and the need for digital transformation. For instance, the Public Procurement Service (PPS) has introduced the Next-Gen KONEPS, an advanced electronic procurement system designed to streamline processes and reduce obstacles for SMEs. Additional measures include adapting contract amounts to mitigate the impact of rising raw material prices, demonstrating an understanding of the practical challenges these businesses face.
On an international scale, South Korea's commitment to SME development is reflected in its plans to host the APEC Ministerial Meeting on SMEs for the first time in 20 years, highlighting a renewed focus on global collaboration and innovation. This event will provide a vital platform for sharing South Korea’s digital transformation policies and fostering dialogue around international SME challenges. The previous ministerial meeting in 2005 set the stage for many of the policies currently being assessed, reiterating the importance of continuity in engaging with international partners.
Moreover, initiatives like the Korea Public Procurement Expo serve as significant opportunities for SMEs to showcase their products and technologies, thereby facilitating connections with both domestic and international buyers. By evolving the expo into a globally recognised event, akin to the GSA Expo in the United States, the PPS aims to open up new markets valued at approximately $6 trillion, signalling vast potential for South Korean SMEs as domestic market opportunities dwindle.
President Yoon Suk Yeol has reiterated the government's dedication to creating a more favourable regulatory environment for SMEs, emphasising their vital contribution to job creation and public welfare. By pledging sustained support through various means, including financial investment and administrative assistance, the government aims to empower SMEs to expand into overseas markets, ultimately bolstering the economy in the face of rising global competition.
As the challenge of adapting to price fluctuations and navigating procurement processes persists, it is increasingly crucial for the voices of SMEs to be at the forefront of policy formulation. By addressing the barriers raised during recent discussions and actively engaging with these enterprises, South Korea can foster a more equitable and dynamic procurement environment that not only enhances the viability of small businesses but also contributes to the overall economic fabric of the nation.
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