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Suggestions of Policy for Revitalizing the Construction Industry in Busan
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Abstract

As the local economy has become stagnant, various policies have been made to revitalize the enormous
construction industry. However, it is difficult for these policies to achieve their objective, as the construction industry
is not an island unto itself but is interconnected in complex ways with diverse other areas of the economy.
Interviews and surveys were conducted with experts in Busan, in order to identify the causes of the stagnant
economy in the local construction market. The main findings were as follows. First, cost reduction and realistic
master plans are needed as a solution for the problems of the redevelopment housing plan. Second, the alleviation of
the construction policy is also necessary in order to overcome the problems of not considering the local construction
industry. Finally, vocational training and quality education are needed to address the low awareness of construction
feasibility analysis and the lack of highly trained human resources. The results of the study will help efforts to
revitalize the local construction industry, and will provide an opportunity to reconsider the differences between the

experts on issues of the industry.
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Suggestions of Policy for Revitalizing the Construction Industry in Busan
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l Study o?jectives |

Literature review

Statistical data collection

-Revitalization of local economy
-Revitalization of local
onstruction industry

-Analysis of Construction olicy

-Survey on Construction

ndustry in Busan

l

Pre-interview

Develope questionnaire

2. v H &

IMFo] - ge&-sol ofst Jak s Alto = AHo)A
= A 7H oS Q1% o] 7R AAE AldE) 9.1 9l
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-Construction

Business in Busan

-Local construction company
-Policy & regulation in Busan

Interview & Survey
-Face-to—-face Interview

-Survey

-Pre—survey on Busan
economy & construction

Data Collection & Analysis
-Causes of construction economy

depression in Busan

-Problems of Policy & regulation
in Busan

-Revitalization of Construction
Companies in Busan

Follow-up interview
-Confirmation of survey

results

l Conclusion ]

Figure 1. Flowchart of the study
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Table 1. Recent major policies introduced into Real estate

year policy

contents

2003  10-29 Measures

2005  8-31 Measures

3-:30 Measures

11-15 Measures

1-11 Measures

9-20 Measures

10-21 Measures

11-3 Measures

2.12 Measures

827 Measures

-Stabilization of a house market

-Reform plan of real estate system
for ordinary housing stability & real
estate speculation control

-Qrdinary housing welfare & housing
market rationalization plan

-The real estate stabilization measures

-The sale iprice upper limit system,
disclosing the Original Unit Cost
-Strengthening risk management of
multiple mortgages

-The solution of unsold houses
-Liquidity support measures to build
parts and alleviate the burden of

household mortgages

-Comprehensive plan to overcome
economic crisis

-Economic revitalization plan

-Expanding housing supply, and reforming
various systems
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Figure 2. Relations with local construction and economy and
local financial(3)
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Table 2. The regulation of the local-obligation—contracts rates’

‘The 4 major rivers restoration’

General construction )
construction

Local
participation

Local

Application participation

Application

General Contracts:
more than 40%
W76 hundred million

Central Government:
under ¥#76 30%
hundred million

Local government
‘under W229 40%
hundred million

Public enterprise
under 229 30%
hundred million

Turn—key contract 20%
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Table 3. Previous studies

How to reactivate

Division Research areas Author local economy
Voon JS The naturalt
oon environment as
Japan (2001)  tourism resource
ove utilization
rse E.S, poflicy on |the ’
asis of examples of
as US.A Horz%ggGég the new regional
economic policy in
Other Korea Model
field- Woo TH The expansion of
activation Andong (2001) a local finance
ksan Kang NH Reform the industrial
inter (2000) structure
Local
nal ) government-led
Naiu Kim GO bottom-up regional
J (2001) economic policy:
focusing on
agriculture
Ehort t& Bl
ong-term Polic
Busan Let(eéig%} in perspective o%/
construction
Reg companies
ion Kim BU Strengthen the
Construc nch N spontapteous .
tion- ncheon Kang US competitiveness o
o system Improvement
activation (2006) pan
Yoon YS )
Regional * Top-down regt|_on?|
’ economies activation
Integration Kang MS policyt
(2001)
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o] Aska} TAHS Tolaba, o2 25| o Aw B Table 4. The number of local construction company(13,14)

(unit : EA)
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Table 5. Local construction orders(13)

o N Introduction Start up Settlement
(unit :one million won, %) (1962~1982) (1983~1999) (After 2000)
City 2003 2004 2005 2006 2007 2008
Nation  96,606970 91,005,729 112527475 123450285 185414272 183591374
wide (-6%) (24%) (10%) (50%) (-1%) -Mitigation of o
) o +Modernization
-Laying the building related project of
Seol 15388489 13166916 16,176,748 15611528 24,257,076 17,644,951 groundwork for regulations Jagalchi market
(-14%) (23%) (-3%) (55%) (-27%) requlation and QUe .to
oolic inactivated -Started 2nd
Busan 8062677 4354902 5365312 5125622 9627304 6114006 Y redevelopment Lotte World
(-46%) (23%) (-4%) (88%) (-36%) _ -
-The first -Completion of -487 areal
4013739 3740936 6913193 5313134 11354502 9959754 designation of project construction plans
Inchieon (7% 5% o (114%) (1% y E X implementation including - North
eokjeon of Oncheon harborI
Doy 30022 2797083 5069357 5025708 4362661 3973861 Bongrae area district g"dcefo‘?mem‘k
9 (-8%) (81%) (-1%) (-13%) (-9%) redevelopment izen's park,
area 1
Gyeongn 7,020,227 6,346,936 7,352,238 8,980,731 10003212 8,780,000
am (’10%) (16%) (22%) (1 1%) (*12%)

Note:( )means an increasing or decreasing rate compared to the previous year.
Figure 4. Redevelopment projects history in Busan(15)

- 25000

; - = T
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: 9 20106 29 QA 2adAlE B3 63kl &3k Table
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Table 6. Redevelopment projects progress in Busan
i (2010. 02)(4]
2003 2004 2005 2006 | 2007 | 2008
==l 6,498 6,217 7,588 8,515 12,788 12873 Steeri Union Projec
= Seaul 6,039 5,620 7,254 7,077 | uaw 8,479 ng establi . t Mana .
—t+—Busan 10,553 6,057 7,400 8,123 15,680 10,224 Step duled Com Zon shme |mple geme Begm Comp
T T T maint : . Mmenta nt constr "> ™ Total
chieon 7,79 7,005 12479 10,006 19,577 18,828 ) mittee  ing nt's .., . . letion
City enan ., . tion"s dispo uction
——Daequ 7,168 6,806 14,200 16,641 w19 ce opr Delrm| permi sal
"'Gm":’"“ 5,351 4,776 5,660 7,150 7,45 6,677 oval ssion ssion
Figure 3. Average orders Seoqu 12 1 4 4 2 - - 14
Dong-gu 6 - 3 1 - - - - 10
Yeongdo-gu 6 3 1 1 - 1 1 - 13
2 BHALAl ZH7HE: A}
3 = I H HE |‘|=| Dongnae-gu 2 1 - 3 3 2 - - 1
B x}o 1=15 3 Kes KX o] o] ! o
T(181,057m") o] #HZ A= o] 1961l A7 AR ] A Namgu 5 3 7 7 4 1 - - 27
o AEFE Agel vlsl 20371 =1 AIAFEE B ol e} AL Bku - 1 1 3 6 4 - - 15
GA S = FALE ALY Az o2 gk Fake] A ukaby Henew 1 - 5 - 4 1 2 1 14
AFAS =971(1962~1982\3), A571(1983~19994), A Sahagu 5 3 1 1 2 1 - - 13
Z71(2000 o]ZF)&E = 9= UrH(Figure 4). Ceumeong-u~ 4 4 1 1 1 - 2 - 13
Yeone-gu - 1 - 3 3 - - -
Suyeong-gu - 2 2 1 1 - -
Sasang-gu 4 1 3 5 3 - - - 16
Total 4 25 35 38 36 18 6 2 204
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Table 7. Interviews & survey overview

- Interview Survey

- Status of construction
Industry

Problem identification
and seeking ways to
improve the industry

Used as the basis of the_

Purpose
P overall Survey

st ‘05.12.04~05.12.13

Period 2nd: ‘07.11.23~'07.12.17  ‘09.09.21 ~‘09.10.12
3rd: ‘09.09.07 ~09.10.24
Construction professionals, including officials,

Target construction company employees,

Tar site manager, construction supervisors in Busan

get First: 10 persons

AnswerSecond: 10 persons
third: 7 persons

105 copies (of 120 copies)

D at

) Questionnaire
collection

aFace—to—face
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Figure 5. Economic trends of the Busan construction industry
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Figure 6. How to revitalize the Busan construction economy
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Figure 7. The Management status felt by construction
companies
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Figure 8. Percentages of subcontractors in Busan
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Figure 9. Primary materials supply rate in Busan
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Figure 11. How to improve redevelopment projects in Busan
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