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Abstract

This study i1s conducted so as to understand actual condition of financial difficulties
confronted by construction companies in the recession of real estate market which has been
continued since the financial crisis started from USA in the second half of 2008, and
provide fundamental data for the establishment of policy direction.

Compared with this actual condition survey with a 2008 investigation, it seems that the
practice of financial institutions or credit evaluation relating parts among sections, which
were pointed as problems in such investigation, are resolved to some extent.

It seems that there are many causes to aggravate financial conditions as pointed at this
time and such causes are related to self-problems, which are inherent to the construction
business, such as the smooth settlement of construction payment, the securement of new
construction projects, the limitation according to the risk inherent to the construction
business, and the industry vision, etc. Some implications shown from the survey result are
provided as follows.

First, the correct evaluation criteria of construction companies shall be provided to
financial institutions and it shall be induced that appropriate interest rate is applied to the
construction companies so that healthy middle standing enterprise may not be
disadvantaged due to industrial characteristics. Meanwhile, the role of financial institutions
specialized in the construction industry shall be expanded so that the financial institutions
specialized in the construction industry may contribute to the recession of construction
business to some extent.

Second, as set forth in the survey result, since the fundamental elements to influence the
financial condition of the construction companies are the receipt of construction payment
and the securement of new construction project, it is required to support the construction
companies so as to secure a certain amount of projects through the smooth payment of the
accomplished public works and the early order awarding of public works.

Third, the financial institution’s past discrimination against construction companies was

Abstract | 49



taken because of both the lack of understanding about the construction industry and the
unclarity of financial statements, but this survey shows that the cause which a financial
institution avoids giving loan to a construction company is the "unclarity of construction
industry outlook’. Therefore, it is necessary to seek alternatives for the continuing growth
and development of construction industry, such as the suggestion of new vision of
construction industry at the level of entire industry.

Fourth, unlike the 2008 investigation, the characteristics of construction industry is
reflected in some degree to the credit evaluation of construction companies by the credit
rating agencies and thus the credit evaluation seems to be generally positive. However,
since it is possible to be some difference in the evaluation index which is importantly
considered by the big companies and small & medium companies, it is required to prepare
the evaluation criteria to which such things are fully reflected.

Fifth, the government’s control tower role is demanded so as to make it possible to
provide the continuous support of financial institutions to some healthy business places
among the real estate PF business which are suspended due to the deteriorating economy.

Sixth, the ultimate and urgent matter for the alleviation of construction companies’
financial conditions is the enhancement of lucrativeness. Thus, in case of public works, it

is demanded to improve policies so as to secure the minimum rate of operating profits.
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