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<H 5> U220 Fe 24: HA Y HHUZA 2|

AS = =M 39 H AHR A= SAA
SSM 0.886 17.009
MEA M2 (0.9141) _ (4.736)
MART -4.066 18.685
(1.944) (9.939)
SSM 136 ° 19.081
%}i %\%n |f—o|4$_ SAEA| 22 (0.785) (3.694)
SeFA0HY MART -0.03 30.094
(2.432) (10.02)
SSM 1.113 18.27
ABAIE A H] (0.965) : (5.00)
MART -3.743 19.041
(2.047) (10.466)
SSM 2338 7 7.617
AEA| A3 (1.092) (3.523)
MART -5.731 -13.246
(3.528) (8.513)
SSM 2151 7 7.554
) (0.904) (2.927)
HES 201 HAU=A A MART 4.0 -9.069
(3.064) (7.594)
SSM 2476 ** 8.379
AHAEA 4] (1.136) (3.735)
MART -8.149  ** -16.724
(3.328) (8.839)
SSM 12.639 * 81.986
A=A el (6.556) (32.112)
MART 4.612 132.938
(13.12) (67.815)
SSM 13.269 ** 92714
) (5.547) (28.564)
SAEY SAEA A2
MART 22.617 176.227
(13.786) (59.926)
SSM 13.368 * 83.787
AEHAEA| A3 (7.129) (34.983)
MART 2.466 120.568
(13.828) (71.009)
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T +u; +0, +u; Trend, +e; ARG to il
+u, +0,+e;, L ¢t +u, +0,te,
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A Study on Differential Effects of Large Retailers on Local
Economies:

Changes in the Numbers of Establishments and Workers*

Chung, Hwan™, Lim, Young Kyun**, Choi, Pil Ho"™**

ABSTRACT

The Korean retail industry is a typical sector in which large companies and small and medium-sized companies
compete under strong governmental regulations. A rapid expansion of discount stores in the early 2000s caused
intense conflicts between large retailers and small retailers, and the protection of those small retailers became a
growing concern to policymakers.

There is much controversy among academicians about the impact of large retailers on local economies.
Nonetheless, it is strongly conceived among many regulatory agencies and politicians that the entrance of large
retailers destroys the small and independent businesses and the loss of small retailers results in serious economic
and social problems for the local community. For this reason, they established the several laws which limit the
entrance and operation of large retailers such as discount stores and super-supermarkets(SSMs). Is that
reasonable?

The purpose of this study is to examine the effects of large retailers on local economies. Based on the analysis
of survey data provided by Statistics Korea, a governmental agency for national statistics, this study explored the
evidence concerning the effects of large retailers on local economies and suggests several policy implications
regarding the future directions for revising governmental regulations on retail industry.

Using counties as units of analysis, the present study collected the data from three different retail sectors
including (1)retail sales in nonspecialized stores selling mainly food or beverage products, (2)retail sales of food

products, and (3)food restaurants. <Table 1> shows the summary statistics of the counties we studied.
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<Table 1> Summary statistics

Mean Star}dgrd Minimum value Maximum value
Deviation
No. of establishments - retail sales in
nonspecialized stores selling mainly food or 388.3 227 37 1,091
beverage products(G4712)
No. of workers - retail sales in
nonspecialized stores selling mainly food or 879.9 609.6 85 3,615
beverage products,
No. of establishments - retail sales of food
392.8 286.3 18 1,903
products(G4721) ’
No. of workers - retail sales of food 6973 502 7 3277
products
No. of establishments - food 1,787.6 1.206.5 149 7411
restaurants(I1561)
No. of workers - food restaurants 5,382.6 4,565.5 275 40,576
No. of super-supermarkets 4.2 53 0 33
No. of Discount Stores 1.8 1.8 0 8
Population (thousand) 202.2 155.1 10.3 685.3
Sex ratio (man to woman, %) 100.7 4.6 90.3 129.8
Population ratio
under the age of twenty (%) 204 4.0 o7 322
Population ratio
21.2 . 2 44,
over the age of sixty(%) 88 6 >

We estimated following equation using fixed effects model. The estimates are presented in <Table 2> though

<Table 4>.
Y;,t = +51SSM¢71 +52MARTz‘,tﬂ +7‘sz',1€*1 +u; 46, + €t

Dependent variable (Y) : No. of establishments and the No. of workers at county i at year t
SSMi,t-1 : No. of SSM s at county i at year t-1
MARTi,t-1 : No. of Discount stores at county i at year t-1
ui : county fixed effect
0, : year dummy variable effect

As shown in <Table 2>, it was found that the increase in both SSMs and discount stores has positive effects on
the number of workers of the retail sales in nonspecialized stores selling mainly food or beverage products.

However, the effects of these large stores on the number of establishments were found statistically nonsignificant.
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<Table 3> shows that the increase in SSMs has a positive effect on the number of establishments and the number
of workers of the retail sales of food products. On the other hand, in this retail sector, discount stores were found

to have no significant effects on the number of establishment and the number of workers.

<Table 2> Impact of Large Retailers on Retail Sales in Nonspecialized Stores Selling Mainly Food or Beverage

Products
Variables No. of establishments No. of workers
SSMit-1 1.199 18.166 ™
(0.759) (3.582)
MARTIi,t-1 -0.505 29385 7
(2.351) (9.697)
Population 0987 ™ 3.519 ™
(thousand) (0.156) (0.656)
Sex ratio 1937 7 -4.055
(0.921) (3.225)
Population ratio 1.132 230517 77
under the age of twenty (%) (2.476) (9.635)
Population ratio -7.166 29869 7
over the age of sixty(%) (2.076) (7.168)
constant 143.764 1,965.137 ™
(147.179) (528.21)
Adjusted R2 0.37 0.69
Observations 1,255 1,255

Notes *** P<0.01, ** P<0.05, * P<0.1. Numbers in parentheses for the estimated coefficients are county-clustered standard errors.
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<Table 3> Impact of Large Retailers on Retail Sales of Food Products

Variables No. of establishments No. of workers
SSMi,t-1 1941 7 6.862
(0.892) (2.816)
MARTi,t-1 -2.21 -6.433
(3.1591) (7.363)
Population 0.796 0.94
(thousand) (0.221) (0.579)
Sex ratio 0.786 -2.006
(2.531) (4.995)
Population ratio 0.273 -5.252
under the age of twenty (%) (2.891) (6.835)
Population ratio -8.14 77 -16372 7
over the age of sixty(%) (2.811) (5.761)
constant 293.391 1,102.288 °
(305.06) (610.019)
Adjusted R? 0.35 0.36
Observations 1,255 1,255

Notes *** P<0.01, ** P<0.05, * P<0.1. Numbers in parentheses for the estimated coefficients are county-clustered standard errors.

<Table 4> Impact of Large Stores on Food Restaurant

Variables No. of establishments No. of workers
SSMit-1 12.614 90.523
(5.234) (26.959)
MARTit-1 23416 183.615 7
(13.177) (57.756)
Population 3319 7 7.025
(thousand) (0.893) (4.608)
Sex ratio 2.057 34271 7
(4.147) (17.348)
Population ratio 7.854 -87.792
under the age of twenty (%) (14.126) (60.709)
Population ratio 35121 77 -156.665
over the age of sixty(%) (9.223) (46.643)
constant 1,286.224 °© 11,5277 ™
(698.217) (3,125.429)
Adjusted R2 0.64 0.66
Observations 1,255 1,255

Notes *** P<0.01, ** P<0.05, * P<0.1. Numbers in parentheses for the estimated coefficients are

county-clustered standard errors.
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Combining the results of <Table 2> and <Table 3>, we can expect that the opening of large stores, especially
SSMs, has positive effects on the number of workers even in the competing industries of the local community.
Moreover, contrary to expectations, large stores were found in general to have no significant effects on the
number of establishments in the competing industries even though the directions of the estimates were negative.

The results in <Table 4> show that SSMs and discount stores have positive effects on both the number of
establishments and the number of workers in the food restaurant industry which is complementary to large
retailers. These results indicate that the entry of SSMs and discount stores creates more demands for this industry
reflecting the attraction of new customers.

With the results in <Table 2> through <Table 4> we can expect that the effects of large stores on local economy
may vary from industry to industry. More specifically, it was found that the positive effects of large stores on the
complementary industry are more prominent than those of the competing industries.

In conclusion, this study empirically investigates the impact of SSMs and discount stores on the number of
establishments and the number of workers in three different retail sectors. The results of the regression analysis
show that the effects may vary depending on the type of large retailers and the retail industry sectors in question.
Based on these results, we suggest that it is more reasonable to consider the differential effects on local economies
when planning and enforcing the regulatory policies on the entrance and operation of large stores. And it is highly
recommended that the analysis of county-wide overall effects should be contained in the community impact

evaluations and the local collaboration programs.

Key word : discount store, super-supermarket, local economy, community impact evaluations, local

collaboration program






