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A Study on the CM at Risk Business Model using Business Model Canvas

Park, Kyungmo®

‘Tnnovation Durable Building and Infrastructure Research Center, Hanyang University

Abstract : The domestic market of CM at Risk has not been activated yet. It was analyzed duo to the fact that
construction owners didn't have confidence in CM at Risk, because of the concerns regarding CM firms reliability,
service, specialty, system and feasibility, Therefore, this study analyzed the problems to find the reason for declines
in orders through a business diagnosis based on the Business Model Canvas(BMC) and set up the direction of business
model improvement with one on one expert interviews, Additionally, we suggested the sub—activities for the business
model improvements of CM at Risk service that are divided into 9 building blocks, Through this method, we determined
that we would need preceding innovation activities such as good communication with customers, reinforcement of sub—
contract and excellence in project operations to convert the successful practice and settlement of the CM business model
based in BMC, It is expected that the business model suggested from this study would contribute to improvement of CM
at Risk competition and the differentiation strategy when compared with other firms, Also, it would be used a basis data

to develop CM at Risk business model in the future,
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Table 1. Status and problems of existing CM at Risk business

Separation Status and problems

mThere isn't a clear distinction between customer segmentation
and target customers

Customer | mNew customer development activity is sluggish due to lack of

understanding about the task of CM at Risk, which makes it

difficult to persuade customers into understanding CM at Risk

doz AHAE AlsdA|of tieh S AA o] et
T-Ho] glo] 1A Al ZAY CMQ] U= AH|A A
ol A, 7HAAIRE Felk= “AW A 9 A H
SHAAA] A7Iez A8l A
7HA7} AfskE 2oz ARSI A, s EE 7 R
A= 71=E e YA E= FYBAE FRIs
ALY CM AFE Ao 3] Fmrt 2hom 7]
2 ol AT <leje] st ofele Agolct U, 4
o T2 FHolAhE Yole) sl wE 4l oist
ol whek 5:0}8 XS glat ML =2 mHle] Eelo]
1)

o

4. H{=L|A 220 {2 J]Hie] AlSHUH
CM H|=L|A 2 xj|oF

4.1 NBHUS CM H|ZL|A REO| U5t
71 AR CM vy 2 mEo] TR HIgke: A1A),
Ho A A 9 1AS0] EXS T1sle] 7] olek
o X%‘cﬂ-zs]— INES AJES) slar 1 2PESHE 7R Ao
o] ZashH LAHTO] 2]&A Q1 ARYA o] HS FIt ANt
Z2LE A 4 9 Hioto] Wasitt B4, ZHRAIQF
HHo| = 237 ate] 2pdElE 712 1S
Aotk Zlo] Wasieh A, S4eks 7|4t ol 7]
22 9l FYH| Ty} FAlE] Bash) YA, 4ol4E
T2 BHo|A= ARl 27| - AR - ALy A A
2ol a3t 702 BAE|ITHTable 2).

R4 A==

Table 2. CM at Risk business improvement direction

Separation Status and problems

m Customer segmentation is made in consideration of the
characteristics of the market and the customers and focuses
on the customers who are unsatisfied with the way how existing
construction firms perform their tasks

m CM firms is to develop a PT strategy to succeed in securing new
customers and winning contracts

m CM firms need a strategy to enhance persuasive power by
presenting clear value to the customers

Customer

m There is a limit to providing customers with the business value
of CM at Risk

m CM firms is to have customer needs, core value of the firms and
the essence of business match up with each other and suggest

rovi::iteion —The value of CM at Risk as a business of targeting a niche rovetl)‘:iion differentiated value from that of existing construction firms
prop market is diminished due to the slump in the construction prop —CM firms try to concentrate on total package service and
market and construction firms accepting orders at low prices LCC(Life Cycle Cost) reduction
Core m Partnerships and resources for CM at Risk business are scarce. = CM firms maintain long—term cooperative relationship with
activit —It is difficult to secure subcontractors pool subcontractors with appropriate economies of scale and
Y —Site engineers and construction quantity are lacking capability and with the same directions that the company aims at
u The percentages accounted for by overhead cost and profit are Core —CM firms vvlork‘ together with subcontractors from the Operating
. low activity phase of winning a contract
Creau‘ng —Overhead costs are underestimated —CM firms support the staff training and innovation of
profit subcontractors

—ltis difficult to generate profits mostly because of the excess of
GMP(Guaranteed Maximum Price)
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—CM firms establish resources and capabilities to operate project
and secure excellence

m CM firms establish strategies to secure Q&P (Overhead&Profit) in
Creating stages

profit m CM firms develop each strategy of introduction stage, growth
stage, and maturity stage
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Table 3. Expert interview summary

Separation Survey main contents

Purpose |Problem analysis through CM at Risk business model of CM firm
Period |October 20th, 2015 to October 30th, 2015
Target |Expert of CM at Risk

m Select expert for question investigation
Method | mCollection of question investigation
m Expert’s interview and advise

Interview |10 persons
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specialized
construction firms
with appropriate
economies of scale
and capability

H CM firms make

H CM firms discover and
tors

with technical expertise

continuously

W CM firms practise and
core value

exchange with the firms
with which CM firms
can work t ther to

administer cost
management

Key Resources

H Sales expert
M Specialist on the site

responsibility)
- One stop service
- Total service package

needs with core value of
the CM firms

we will p
with other construction
. firms, based on usages
H Customizing and scales

- CM firms analyze
customer needs, modify
them in accordance with

Il CM firms will target
a customer who can

our objecti and make a decision with

them estimated cost of
construction from 5
billion to 30 billion

Channels Korean won of its own

B CM firms make a plan to
win a new contract with
the help of PB center of
the banks and

targeting existing
customers who
experienced CM

Cost Structure

W Fixed cost and variable cost
- Fixed cost : Head office cost(4% of sales cost)

- Variable cost :

cost, p 1 exp

A/S

Revenue Streams

W Service cost + Overhead & profit + Shared Savings
- CM firms need a plan to enhance each value for eachitem

Fig. 5. CM at Risk business model on basis the BMC
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- Establishing the system of analyzing customers
- Developing differentiated value suggestion PR
- Providing the opportunity of virtual experience

- Effective publicity about the company's technology

- Strengthening the management of
subcontractors

- Arranging the registration system of
subcontractors

- Reconstruclmg the criteria of selecnng -

in
wﬂh core value of the fims

- Improving the quality of operating
projects

- Concentrating all our energy into pre
con stage

- Securing competent personnel with o
various experience and capability

- Clarifying open book criteria-
Enhancing the accuracy of estimating
the cost of construction

- Establishing strategic O&P

Fig. 6. Renovation task
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