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Abstract

Issues, Problems and their Solutions related to

the Multi—tier Subcontracting in Korean Construction Industry

This study researched about the multi—tier subcontracting problems theoretically,
checked them through a survey, and suggested some solutions to overcome these
problems. As the results of this study, we got to know that the construction industry
would meet a collapse necessarily without rooting out the multi-tier subcontracting
structure.

First, the proportion of the illegal multi—tier subcontracting was about 70%. Over 5
tier subcontracting got to about 19%.

Second, the illegal multi—tier subcontracting gives birth to various abuses by
leaking actual product cost and weakening production control, such as, defusion of the
faltering enterprises, excessive competitions, excessive low price receiving orders,
excessive construction period shortenings, fraudulent works, frequent industrial
disasters, overdue wages, raising a slush fund etc. In the end, the illegal multi-tier
subcontracting structure makes construction industry's image dirty by fraudulent
works and makes its continuing development impossible by weakening the manpower
production basis.

Third, the most important reason of the illegal multi-tier subcontracting structure
1s excessive organizational costs following a direct production. And there are no
incentives for direct producers in the process of construction production.

Fourth, as compared against the Korean construction industry, from the benchmark
cases(the Germany construction industry, the Korean electric construction industry),
there is a very important mechanism to connect the companies' critical factors(for
examples, a product ability and a receiving order) and the industry's critical
factors(for examples, solid products and firm manpower bases) through various
incentives for a direct production.

Fifth, we can improve the illegal multi—tier subcontracting structure by reducing

Abstract - 127



organizational costs following a direct production and by connecting the companies'
critical factors and the industry's critical factors through various institutions.
This study gives some political implications. First, we need some reasonal
regulations in order not to fall into 'a fallacy of composition' under the free market
economy, as a safety equipment at the level of a industry. Second, in spite of the
construction industry's characteristics, we can overcome them by proper institutions
as the Germany construction industry and the Korean electric construction industry.
Third, the lowest price bidding system should be reserved until the illegal multi—tier
subcontracting structure would be improved. Because, if not, the derived problems are
transferred to construction workers of the last tier(that is, the weak of the society) or

general people(that is, the consumers of the society).
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