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Subcontracting in Flux: An Empirical Analysis of the Korean
Construction Industry (2013-2023)

Yeonchan Jeong

KAIST

This study empirically analyzed the determinants and dynamic changes in the subcontracting structure
in the South Korean construction industry. Eleven years of public data (2013-2023) from KOSIS
for three key sectors were used: specialized, facility, and electrical construction. The research
applied K-means clustering, hierarchical linear models (HLM), and non-linear regression to investigate
the complex effects of project size, time, and regional characteristics.

The results revealed that while the subcontracting ratio increased with project size, it exhibited
clear diminishing returns at mega-project scales. Although a gradual downward trend in subcontracting
dependency was observed over the last decade, significant heterogeneity existed across industries
and regions. In particular, high-subcontracting regions showed distinct dynamics across industry.
Specialized construction showed a “deepening dependency on large-scale projects,” whereas facility
construction formed a “scale-dominant” market in which the project size is the sole determinant
that overrides temporal and regional effects. These findings highlight the limitations of a one-size-fits-all
subcontracting policy and emphasize the need for evidence-based, tailored policies that address
specific regional and industrial characteristics.

Keywords: Construction, Facility Construction, Electrical Construction, Subcontracting, Cluster
Analysis, Hierarchical Linear Model (HLM), Non-linear Regression, Regional
Heterogeneity
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