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Assessment of the Effectiveness of Unfair Trading Prevention Acts in Construction
Industry
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Abstract : Since unfair trading practices between participants in construction project are common, the government has
enforced several policies and systems to prevent or minimize the unfair trading practices in construction industry,
However, not much attention has been paid to figure out which policies or acts are working or not, This paper analyzed
the effectiveness of the policies and acts which are being implemented to prevent unfair trading practices and provided
several suggestions to improve the performance of those acts, Survey was conducted to industry experts to collect data
regarding their perceptions on those policies and acts, Then the effectiveness of the policies and acts were analyzed in
terms of their importance and performance through IPA (Importance—Performance Analysis) based on the survey result,
It was found through IPA that execution related acts such as investigation, exposure, and punishment for unfair trading
practice have shown low effectiveness in entire construction process and dispute arbitration and mediation related center
operated by authority showed low performance too, To improve the effectiveness of those acts, dispute arbitration
system improvement, investigation & reporting system consolidation and enhancement practical binding force of
punishment and penalty were suggested, Most of all, rules and culture for fair trading should become more established
in construction industry by preventing conflict among participants through active communication,
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Table 3. Importance and Performance of Unfair Trading
Prevention Acts between Owner and General

Table 1. Survey Respondents Contractor
Classification No of respondents
i ID Acts Importance | Performance | Gap
Owner 14
General Contractor 96 X1 Contract prLce adjus(tjmem due to 75.99 50.91 15.39
Subcontractor 191 change order
Material Supplier 38 %2 Contract prlceflaldjrsttrjqent due to 7119 58.98 1991
Mechanical Contractor 27 price fuctuation
Construction Equipment Lender 38 X3 |Payment within 5 days after request] 64.74 55.50 9.24
Construction Worker 34 Release of construction cost
Researcher and Professor 35 X4 examination result by local 61.47 53.53 7.95
Total 473 government
Creating payment standard and
X5 |payment order for indirect cost due 68.89 55.21 13.68
[PA= A9 A4 Tt oS SAlof Hlaskal to delay
= < T o]
Aste], &AW vl B7F kS vigo 2 i Aol of X6 Sta”dacrgncsct’rzt;‘i?na;fj‘zgem for | 66.79 58.82 | 7.98
3l A7HA] EHE ERsk= thHA oA EAS YdE 4= 9)
H 4 } ] ° = } E]— —4 } =T M Factual survey on public
H ALof A= AEZ Q] [PA EAHS A|l=g 7o %1'—8—0]—021 x7 |construction project by Fair Trading 63.44 55,73 10.71
Commission and unfair trading ’ ’ :
H 1.0
12 3 4 /\]‘—T‘ﬂﬁ —|7-1 zxﬂ_ °© X] ‘ITZ] L Z/\ x-]akx% 7]— practice reporting system
3}, WA Ao s BRslgc) X8 National contract dispute 59.13 48.74 10.39
coordinating committee ’ ’ :
Korean commercial arbitration
Table 2. Policy Evaluation through IPA X9 board 55.23 46.60 8.63
Classification in| . S Interpretation for Policy Corrective order and penalty by fair
IPA MIDEIMEINYS |[MEAmEES Evaluation X10 |trading commission and the board| ~ 61.18 50.17  [11.01
Quadrant 1 Maintain of audit and inspection
- Keep up the High High (Maintain existing system as Average 64.74 54.02 10.72
good work core regulations)
Quadrant 2 Maintain or downsize Standard deviation 5.67 4.31 2.34
- Possible Low High (Maintain or downsize
overkill existing level of system)
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Fig. 1. IPA for Unfair Trading Prevention Methods between Owner
and General Contractor
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Table 4. Importance and Performance of Unfair Trading
Prevention Methods between General Contractor and
Sub Contractor

ID Classification Importance | Performance Gap
X1 Prevention 65.14 55.88 9.26
X2 Indirect prevention 55.45 48.33 7.1
X3 Investigation 58.87 51.44 7.43
X4 Reporting System 54.58 47.80 6.78
X5 Incentive 58.44 51.50 6.94
X6 Penalty 60.67 52.84 7.83
X7 Arbitration 59.10 49.69 9.42
Average 58.89 51.07 7.82
Standard deviation 3.23 2.58 1.01
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12. Factual survey on construction
.X1 company (Ministry of Land, 56.92 | 49.75 | 7.17
Infrastructure and Transport)
13. Factual survey on subcontracting 5766 | 50.70 | 6.96
g X6 (Fair Trade Commission) ) ) )
% ° 14. Report reward (monetary 5410 | 47.82 | 6.28
‘g X5. incentive) system ) ) )
)
g- X3 Investigation|19- Subcontract payment 6216 | 53.66 | 8.5
L] and confirmation system ) ) )
® X7 Reporting |16. Payment in cash 65.11 | 56.17 | 8.94
o ® X2 17. Payment on notes 54.52 | 47.57 |6.95
X4 18. A contract clause for payment
Performance for co‘mpleted amount and 61.62 | 54.37 | 7.25
prepaid
Fig. 2. IPA for Unfair Trading P tion Methods bet G | Auerage %687 | 9143 | 7.44
19. 2. r uniair 1radin I ntion n ner.
g ° a ading Freventio ethods between Benera Standard deviation 3.86 3.10 |0.87
Contractor and Sub Contractor - -
19. Unfair subcontract solution
center (Ministry of Land, 54.73 | 47.561 | 7.22
SHAEL AwFA-sEga SN Sl B ___nastuctur and franspor)
_ - - . Unfair subcontract call center
7817']‘1’]{63‘?’]% Hol-x] 0}7] ‘CHE?_]' XﬂE % 73“%]:3‘1:1'% 7‘1]52]' EHE:L (Fair Trade Commission) 56.76 | 49.25 | 7.51
5 Reporting |21, Subcontract guardian (Public
At & ol Az z|0] = A}7) =t} o)Al g
[erahd Al 9 ARz H T8} T Eral Q14 System | prosuromont Semice) 54.48 | 47.30 | 7.18
3] oz 1A TR, FTALUA SAA, BEALAA 22 Immegite sayment em | g5 56 | 413 | 529
(Seoul city) ’ : :
E3b4 T A ILEA © A
SARAL ol A 354 02 eIt Table 5. Average 54.58 | 47.80 | 6.79
AlFaA e TE e AR, SHed-E A Al A Standard deviation 156 | 0.85 |09
"2 I/ Qw9 A =11, tiaAE B A=A 23. Exemplary subcontractor Award | 56.98 | 50.46 | 6.52
1. 6= 3 6= '« i ! ici
= E_‘:L 1z Q.E_Z_x E:L 1 Z .‘J_pj.o]x = 24. Exemption from FTC's Ex Officio
]— EH ] ﬂ ]— EH ] =5 ﬂ EH investigation for exemplary 57.40 | 51.59 | 5.81
2EERF O Qo Ayt =8 Ao 2 vjepyit) general contractor
= = 25. Additional point on bidding for
B3 7]3) HPX]—EL Q151 olAlE| B A Afof| tisl Z5kaA . oublic project 61.80 | 54.75 | 7.05
AR BARIS 0] AEALAA] ZARIS| vla] A=l 24 Incentive (56 Tex credit on support fund for 60.60 | 51.88 | 8.72
subcontractor ) ) )
H U‘] }‘—151]”5 l_—'i‘}“ lﬁ7]'6.]'9&‘15‘3], _?—/l\" %E'l::ILX]' ’Jo_XEJH Z} 27. Cross evaluation system for 5540 | 48.83 | 657
;L_]Z/\]_ thﬂ’ ‘%A]_ o]il— /\l 7]_14 u 04’ ‘7_]“04;(} H—iﬁﬂ construction companies
o oy Average 58.44 | 51.50 |6.93
A e 1
7RI, AR AedA Rt shEEAte] viE) s A Standard deviation 238 | 1.95 |0.98
5:—9] %‘—9—*6]‘% lr'f}“ %7]—6}MB}. 28. Invalidation of unfair subcontract| 61.53 | 52.29 | 9.24
29. Restriction on bidding for public
. - project 63.72 | 56.11 | 7.61
Table 5. Importance and Performance of Unfair Trading 30. Sanction 6613 | 5761 852
Prevention Acts between General Contractor and sub 31. Release of information through
contractor Doorenet 55.37 | 49.00 | 6.37
Penalt 32. Release of habitual subcontract
Classifica- o Impor-|Perfor-| - Y law violator list 58.83 | 50.88 | 7.95
tion tance | mance 33. Weeding out 3 time violator 5051 | 5272 | 6.79
1. Standard subcontract agreement | 71.74 | 62.60 | 9.14 (Seoul city) ) ) )
2. Release of subcontract material | 66.05 | 57.12 | 8.93 34. Punitive considerations 59.61 | 51.29 | 8.32
3. Rewevlv O.f subcontract comphance 65.23 | 55.10 |10.13 Average 6067 | 5284 | 783
4. Submission of subcontracting 60.65 | 5181 | 884
plan ' ' ' Standard deviation 3.25 | 2.80 |0.92
5. Fair trade agreement 60.69 | 51.03 | 9.66 35. Subcontract dispute arbitration 5917 | 50.05 | 8.92
Prevention |8 Blanket payment bond 60.24 | 52.47 | 7.77 (Fair Trade Commission) ) ) )
7. Subcontracting payment bond 68.59 | 59.34 |9.25 36. Dispute arbitration committee
8. Prohibition of unfair special Arbitration (Ministry of Land, Infrastructure | 59.04 | 49.12 | 9.92
provisions 65.68 | 55.80 | 9.88 and Transport
9. bzg:zﬁtylogeﬁgzubcontract 6736 | 57.61 | 9.75 Average 0.07 | 0.57 |0.50
iati . . 42
Average 6514 | 55.88 1926 Standard deviation 59.11 | 49.69 | 9.4
Standard deviation 3.73 3.56 | 0.67
10. Joint venture system with prime . .
contractor 57.25 | 49.719 | 7.46 Eﬁ]’ o) /\]' ?:]X]' /\] 7]’ '}Tio:] A]XHZX]“]
Indiregt 11. S.rna\lfsgale construction project] 5364 | 46.87 | 6.77 E{,"X]J]— S}E:LZ}—OH H]SH ZﬂE—J /\‘h.]—— 1:7.“ @7]—6} l:}
prevention with multitrades i N ,
Average 55.45 | 48.33 | 7.12 50| AegAte] A9 F5Ar YRA] 7 A= Al
Standard deviation 1.81 1.46 |0.35
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Table 6. Importance and Performance of Unfair Trading
Prevention Methods for Construction Machinery,
Materials and Labor

Acts Importance |Performance| Gap
X1 Standgrd construction 64.00 5616 784
material subcontract
Confirmation on
X2 | payment for materials 63.58 54.68 8.90
) delivered
Material Unfair trading practice
X3 call center for 58.71 50.42 8.29
construction material
Average 62.10 53.75 8.34
Standard deviation 2.40 2.43 0.43
Payment guarantee on
X4 | construction machinery 62.84 54.59 8.25
rental fee

Construction machinery

X5 62.24 54.00 8.24

rental contract
Machinery | yg Late rental fee payment 60.00 51 81 8.19

call center ’ ’ '

X7 Penalty on no written 6011 51.43 8.68

rental contract
Average 61.30 52.96 8.34
Standard deviation 1.26 1.36 0.20
X8 Preferenn’a\ payment for 70.60 63.04 756

labor’ s wages

Labor payment
X9 guarantee and 65.27 56.92 8.35

Labor confirmation

X10|Penalty and punishment 62.82 55.49 7.33
Average 66.23 58.48 7.75
Standard deviation 3.25 3.27 0.44
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Fig. 3. IPA for Unfair Trading Prevention Methods for Construction
Machinery, Materials and Labor
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Table .7 Cause and impact of Ineffectiveness of Unfair Trading
Prevention Policies

Description Cause Impact
1. Acts.are mladequat(.e to resolve root cause of 509 60.94
unfair trading practice
2. Pumshment anq |nc§ntlyes do not have 365 59.78
sufficient practical binding force
3. The purpose and expectation of acts are
irrelevant to resolving unfairness in trading 34.6 53.55
practice
4. Methods to improve consciousness such
as custom and culture in practice are not 30.8 61.87
enough
5. Dispute arbitration systems are incomplete 27.9 59.67
6. Enforcement regulations to implement acts 26.0 5530

are not provided in detail

7. Since investigation, exposure and reporting
system are not managed by several different 24.0 60.36
entities, they are segmented and ineffective.

8. Conflict among acts 15.4 53.94

9. Execution cost is not cost—effective in
comparison with performance in terms of 15.4 55.84
preventing unfair trading practice

10. Lack of understanding in practice due to

lack of advertisement for acts 144 95.61
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