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Abstract

The analysis of management situation and the reinforcement of

competitiveness for small-and-medium sized construction firms

The amount of construction investment has reduced significantly since Asian
financial crisis in 1997 and global financial crisis in 2007. By real price basis, it
reduced 3.0% in annual average ratio from 1997 to 2011. Also, from the end of 1990’s
the entry barriers was lowered by changing registration system of business license
for construction and lot’s of new construction firms established and the number of
companies in the same field increased remarkably. As the size of construction market
has reduced but the number of construction firms has increased significantly, it is
expected that small and medium sized firms which are lack of competitiveness may
have experienced shrinking their sales, decline of profit and other difficulties.

This study researches on these small and medium sized construction firms in order
to measure their business and management status and purpose to guide the way to
enhance the competitiveness. To study their business and management status, firstly
we approached macro statistical analysis and secondly we interviewed some
construction firms’ CEOs and employees also we conducted a survey on the public
procurement officers for the construction project in delivery side.

This paper composed with four chapters. Firstly, the second chapter offers the
large view of Korean construction economy with entire construction market size
change and structure change. The third chapter offers background knowledge before
micro analysis. In this chapter, we focused how small and medium construction firms
perform their own business, and how their outcome changed. In the opening we
analyzed specific character by business size and then diagnosed the outcome from
the business process, and analyzed entry and closing condition.

In chapter four, we tried to understand meddle and small sized construction firms’

management situation and future strategy direction trough survey method and

Abstract | 107

interviewing method. The major contents of this chapter are about the difficulties of
management, relative competitiveness evaluation, and the method of management and
business performance.

Lastly the chapter five offers several proposals for their sustainable growth in the
future and righteous reinforcement plans in the view of industrial policy. Especially,
we tried to propose practical reinforcement plans through interview and other
methods.

According to the result of analysis, small and medium sized construction firms’
annual sales reduced 42.4% from 1997 to 2010 but on the other side, the large group
of firms’ annual sales increased around 3.3 times in the same period. Also, as the
construction business declined, in the public construction project under
Pre—qualification test that is small and medium sized construction firms’ major field,
the average bidding competition rate is 360:1, even they take part in bids, it is quite
difficult and the probability is low to receive the contract from
PQ(Pre—qualification)-construction-project. Almost 85% of small and medium sized
construction firms have no result. This situation can cause significant problems.
Small and medium sized firms occupies 98.9% of entire construction firms in
numbers, 55.9% of construction employee and 32.7% of entire construction sale in
Korea. So, it is urgent to make measures in the concern that the small and medium
sized construction firms' huge effect on national economy and construction industry.

The small and medium sized construction firms nowadays confront with critical
situation by, excessive firms numbers and excessive competition, and small business
size, and reduction of revenue. It is necessary to change the bidding system with
fundamental approach for the small and medium sized construction firms' survival
and improvement of their competitiveness. The government should change policy
direction for creative and innovational small firms, in order to they should grow
continuously.

In addition, with the consideration that recent construction business is in the worst
situation, the government should develop support system and program for the small

and medium sized construction firms and compose the budget for them urgently.
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