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ABSTRACT

In the current procurement system in Korean military, the army, navy and air force have
their own distributors, military branches and warehouses. However, especially, it has been
hard to have the economy of scale because most of suppliers have shipped their order from
the suppliers to each of Korean military directly. Koran military considers the transportation
cost as one of the management cost factors among various kinds of cost. Furthermore they
have contracted with the suppliers in annual and collectively on the transportation. Hence
they have been in trouble with getting efficiency of Defense budget execution because it
1s hard to make a decision of Defense budget with real transportation cost. Moreover Korean
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army, navy and air force have their own supply chain separately, so they can not cooperate
flexible and quickly when they need. Therefore, in this research, we provide a benchmarking
of DTCI (Defense Transportation Coordination Initiative) which has been proved that it
has improved the procurement system in US implementing the integrated transportation
system with 3PL and military. In addition we propose advanced integrated shipping model
using Hub & Spoke system for Korean military. In order to prove its effect, we simulate
our model based on the real data of the suppliers’ delivery to compare with the current
system when it comes to how much we can save the cost. Our research can provide evidence
that the integrated procurement system in Korean military will improve Korean military

procurement system.
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(Figure 1) Structure of DTCI Organization
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(Table 1) Roles of Actors Participating in Process

Activities Actors

Roles

Request for Transportation | Shipper

* Request transportation service for the DTCI coordinator

Review Proper Cargo DTCI Coordinator

* Review whether the requested item included in DTCI
categories

Excluded Freight Shipper

* Request delivery in other way under the special contract
for items not included in DTCI categories

Arrange Transportation | DTCI Coordinator

 Arranges carriers and optimize transportation route
* Consolidate the transportation items

Confirm transportation and

. . Carrier
request special equipment

* Requests special equipments and simultaneously execute
freight loading from the location of the shipper

Respond the shipper’s
request and estimating
shipment cost

DTCI Coordinator

« After receiving and checking the details of special request,
the coordinator estimate transportation cost

Issue the invoice Shipper

* Issue the invoice when item is picked up

Ship and provide the
In-Transit information

* Provide the coordinator detailed information about the
Carrier transportation such as date of pick up, expected delivery
date and status of transportation

Paying the invoice DTCI Coordinator

» Based on B/L, the commercial bank transfer transportation
cost to the coordinator

Complete transaction and .
Carrier

* The coordinator shall reimburse transportation cost to the
Reimbursement carrier

Aolstglth. DTCL 2t vlol o] tialAE= ¢
T W7 A% A3 g4 o Rel 3
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2 79 O RE Bk i GE) ek
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Number of
4,000 Delivery
3,460

3,000 §
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1,000

Number of Delivery

0
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(Figure 5) Record of Daily Delivery to Military Units
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(Table 2) Result of Comparing Scenarios from Simulation

Total Traveling | Reduction Number of required trucks

Scenarios Distance ratio

(Km) (%) 11t ot 2.5t 1t Sum

AS-IS 779597 - 1,336 131 51 | 2018

Inbound 75,258 583 19 16 81 704

SCN 11 Hub Shuttle 213848 333 | 72 125 306 836
473

(A+B+C+D) | Outbound 121,711 608 33 7 14 7

Sum 410818 1529 | 179 148 401 | 2257

Inbound 85,859 538 | 21 16 77 702

SCN 1.2 Hub Shuttle 165,928 33| 72 125 306 336
534

(A+B+C+E) | Outhound 111,145 613 82 7 14 716

Sum 362,931 1534 | 175 148 397 | 2254

Inbound 103,443 588 21 16 77 702

SCN 2.1 Hub Shuttle 145,661 214 | 58 78 197 607
479

(A+B+E) Outbound 156,875 610 0 12 11 723

Sum 405,980 1472 | 169 106 285 | 2,032

Inbound 130971 583 | 21 16 77 702

SCN 29 Hub Shuttle 89,434 67| ™ 81 18 607
50.3

(A+B+C) Outbound 167,038 606 97 13 15 731

Sum 387,443 1481 | 772 110 277 | 2,040
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