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The Characteristic of Cost Payment Custom and Cash Flow

in Building Interior Construction Project

by Sam - Sung, Shin

Department of Architectural Engineering,
Graduated School of Industry,

Pukyong National University

Abstract

| have analyzed and examined on the payment practice according to each
type of factors causing recent difficulties of overall management of interior
construction companies ~through actual construction.~cases ~and questionnaire
survey. Through this, -l have  produced the characteristics of the degree of
reserves necessary for financial expenses and construction implementation that
small and medium companies of interior construction business need to reflect
in implementing projects in indexes. This study result is believed to contribute
for business owners of interior construction industry to prepare the plan of
countermeasure by recognizing the level of capital requirement burdens. The
results produced in this study are as the follows.

(1) The characteristics of cash flow of interior construction business showed
the phenomena that installment the ratio of payment exceeds 50% within 20%

of total construction period. This means that the proportion of initial investment



is significantly high compared to general construction works and this is a
factor that construction companies can, after all, cause many problems if
separate reserves are not prepared even though the companies have received
advance payment.

(2) In the investigation of payment practices of construction expenses of a
speciality construction business, there was a customary problem of applying
the accomplishment payment of general construction works without reflecting
the characteristics of interior construction industry . Installation payment ratio
progress curve line (S-curve) produced in this study showed significant
difference compared to the progress curve of general construction works.
Despite this characteristics, it shows that the reality of following the existing

payment practice has the need-to improve.

(8) As the result of analysis by applying actual receipt of construction
expenses, the ratio of interest burdens of the contract amount incurring during
the construction period showed that it was annual 0.034% when applying
standard interest rate of 5% in case of the condition of full payment upon the
completion of construction, .annual..0.024% in case -of receiving advance
payment of 20%, and annual 0.015% in case-of receiving advance payment of
20% and 30% of accomplishment. This may look very low level compared to
total construction amounts but considering actual situation of interior
construction business experiencing small scale, it is never a level to ignore by
no means. However, it is believed to be a problem that over 65% of all object

companies of the inspection did not recognize this issue.

(4) The reason of such a poor recognition of the reality of these financial

burdens could be found from the fact that it was only 33% among the object



companies of the investigation, which have actual separate departments
charge of financial accounting within the companies.

(5) It is believed to be necessary to improve the existing practices
advance payment, payment time of accomplishment, recovery, and ratio
consideration of the characteristics of the processes of construction works

interior construction business and in order to realize this, it may be effective

of
in
of

to

have systematic improvement such as stipulation of this clause on standard

agreement of speciality construction works.
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