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<B4>TH %5 728 x 29U A Cjjy] =4 <B 5> MF 7{2[E(0-1km) x 2LE O1EY
SUERA YD) SUSHHOPEL-SA Y- GO A2] 204Y)
X g (myese| HE X e (HEase AE
U | 644% 6.49% -7.41% Ueo | 325% 484% | -5.01%
feo | 7.32% 5.70% -2.88% 2429 [ 629% 3.00% 1.88%
sted | 7.23% 5.08% -3.58% o 329 | 5.96% 3.04% 0.38%
O~lkm | 2% | 7.11% 5.91% -5.15% o | FRY | 427% 3.53% | -0.50%
229 | 695% 3.90% -3.52% 229 | 486% 2.55% | -0.94%
229 | 636% 5.38% -5.60% 229 | 481% 3.72% | -1.54%
£209 | 815% 4.77% -5.21% E29 | 452% 3.05% | -0.77%
U2 | 8.03% 9.54% 6.94% U2 | 13.96% 846% | -2.09%
Y2 | 7.68% 9.45% 5.81% Y29 | 2022% | 12.95% 0.79%
32 | 6.76% 9.00% 5.21% 529 | 1628% | 11.54% 0.21%
23km | £2% | 7.50% 8.75% 5.73% SAM| 429 | 1716% | 1252% | -0.14%
220 | 7.01% 6.64% 4.40% 220 | 1561% | 1086% | -1.01%
229 | 7.11% 8.29% 4.66% 229 | 1730% | 1045% | -1.95%
EQY | 893% 8.00% 6.77% E29 | 1641% 90.46% | -1.54%
*((t-1)-(t-2))/(t-2), ** ((t)-(t-1))/(t-1), ***((t+1)-(t))/(t) Al 5.51% 9.55% -10.80%
2o 4.66% 4.83% -4.84%
B2 A HQITh<E 5> ). 24 2, U Y #mop| SHES | 611% 372% | -634%
oHE W7 F 0~lkm AU Qe uigee) PN TEE | SO | A4 | 867
5.019%2 717 2 Al Ho2 tehton] 4 200 | 200 | 648% 2.08% -6.00%
’ =2 4.69% 4.85% -9.25%
Qdt sta e Aot B st 2o £29 | 6.94% 495% | -8.19%
A=A, A E S dadyt steds #(=D-(E2D/(E2), (O D)D), *#*(ED-O)/ (D).
AlelBtale 1~2% o/ fashe 202 depdd
O FAE Aa o] 2.09%2 71 Wo| Zasty W =AHS wiEH] sk FEAR] Gl
on 2Q90]1.95% ERY 1.54% =02 a4 x AT FHuzllE I gFel diiH o At
o] & Aoz FolE] e} AubE 0 g b AH] RE, 7 2~3km W HH A5H lE Hobl
7} At Ao g yehgth fuuAle gejst &4 2 AF wEA 0] 10.46% AAd, A FHol AL
mglo] &R FutE WA & Ay gju] rE 2 WERRT HIrtE H AR e Qls o] f
Qo] ijEH o FAaste Aoz eyttt = HAa7F R oby 2} Atz AR Mo
theom 24X A 2 guo| jZdRe njz] TR MEHo] a4 ot a8y 7= A
L =S AW HQTH<E 6>, <E 7> 21y 54 AR AL o] WA v S elo] Fastel]
Az}, AH A2 glo] HA 19 AEE 9Qd v ] &of FutE 2 Q1544 0~1kme] A A wlj &l 7+
O~lkm ] AEL 54 & ujZdo] ¥t aste  Av WFPEES] HHa Axde] o & = 9l
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A Study on the Effect of the Business Closure of Hypermarket
on the Sales of Surrounding Store and Employment

Hyunah Kim*, Jin-Hyeong Suh**, Chun-Han Cho***

ABSTRACT

1. Introduction

We analyzed the impact of Hypermarket closures on the sales of nearby stores, targeting seven Hypermarket
stores that closed after 2017, and investigated the employment effect associated with the closure and changes in
sales of nearby stores in this study. After the large distribution facility was closed, the impact on the surrounding
stores and commercial areas was mainly analyzed, and then the peripheral employment effect analysis due to the
impact of the closure was carried out secondarily. In addition, we will try to investigate employment and ripple
effects by industry-related analysis by looking at changes in sales of distribution facilities and nearby stores in

this study.
2. Theoretical background

A. A study on the impact of large distribution facilities on the surrounding commercial area

In the previous research, the economic effects of the opening of large distribution facilities such as
Hypermarkets and SSMs etc, in the surrounding commercial areas have been investigated, and research on the
effectiveness of business regulations has been mainly conducted (Jerry and Ephraim 2007; David et al. 2008;
Panle 2008; Michael 2009; John et al. 2010; Russell and Andrea 2010; Mitsuru 2011; Shin 2012; Fernando et al.
2014; Shin 2014; Jeong 2015; Suh and Hahn 2015; Devin and Jaren 2015; Huh 2016; Suh and Cho 2019).

However, few studies have dealt with the survival and closure of large distribution facilities. Therefore, when
comparing before and after the closure of Hypermarkets, it is necessary to explain the effect on the actual sales of
the regional commercial area and analyze the employment inducing effect. Unlike existing studies, by studying

the impact of store closures, it was necessary to scrutinize whether the impact of Hypermarkets on the

* Ph. D, Konkuk University, First Author
** The Ph. D Course, Department of Business Adminstration, SoKang University, Co-Author
*** Assistant Professor, Department of Business Adminstration, Gyeonggi College of Science and Technology, Corresponding Author
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revitalization of regional commercial areas is important. Therefore, in this study, we analyzed the sales in the
surrounding commercial areas that would be affected by the closure of Hypermarkets, and investigated the
employment effect in the region to which the employment induction coefficient was applied by comparing the

derived sales.

B. Employment effect analysis through industry-related analysis

When production, added value, and employment effect through increase in output or investment are applied to
the distribution industry, it is possible to derive production inducement effect, value added inducement effect, and
employment inducement effect. Therefore, industry-related analysis can be a useful analysis tool to analyze the
employment reduction effect by comparing and analyzing the sales of nearby stores due to the closure of large
marts (Lee et al. 2014). Therefore, industry linkage analysis was conducted to derive the employment effect by
applying the employment inducement coefficient issued by the Bank of Korea to measure the employment effect

on the commercial areas in the specific area where the closure was made in this study.

3. Empirical analysis

A. Analysis content
Sales data of Shinhan Card merchants located in commercial areas were collected and used as data for the
study. To conduct the analysis, the closed stores were first investigated, and seven Hypermarkets closed after

2017 were selected in this study (<Table 1>).

B. Analysis of the impact of closing a Hypermarket on the surrounding commercial area

In order to investigate the impact of closing a large mart on the surrounding commercial area, we first examined
changes in sales by distance based on the entire industry (<Table 2>). In order to investigate the change in sales,
we set the sales two years before the store closed to 100 and calculated the sales increasing or decreasing rate. As
a result of analyzing the changes one year before, the year of closing, and after closing the store based on the
closed store, it was found that the change in sales of all industries within 0 to 1km decreased by 4.82% after
closing compared to the closing year. It was. It was found that 1 to 2km also decreased by 2.68%. On the other
hand, it was found that the rate of increase in sales decreases when the radius is 2 km or more. Therefore, it was
confirmed that the impact of closing a Hypermarket has a greater negative impact on stores near the closed store.
Examining the impact on supermarkets and restaurants, it was confirmed that supermarket sales within 1km after
the closing of a large mart decreased by 0.88%, and the rate of increase in sales decreased the most at 1 to 2km.

On the other hand, sales of restaurants decreased by 0.89% within 1km, but rather increased within 2 to 3km,
showing the appearance of moving to other commercial areas.

It was confirmed that this had a negative impact on supermarkets, which are competing business with
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<Table 1> Hypermarket closure analysis store

Name of store Location Opening date Closing date
Emart Haksung Jung-gu, Ulsan 2001.09 2017.11
Emart Siji Suseong-gu, Daegu 2000.10 2018.05
Emart Deokyi Ilsanseo-gu, Goyang-si, Gyeonggi-do 1996.12 2019.03
Homeplus Donggimhae Gimhae, Gyeongsangnam-do 2005.03 2018.09
Homeplus Jungdong Wonmi-gu, Bucheon-si, Gyeonggi-do 2008.12 2018.10
Lottemart Gimpo Gimpo-si, Gyeonggi-do 2009.12 2017.07
Lottemart Deojin Jeonju, Jeollabuk-do 2010.06 2019.06

<Table 2> Changes in sales by distance after closing (all industries, supermarkets, restaurants)

All industries Supermarkets Restaurants

e e e T e

1) closing (t) (t+1) 1) closing (t) (t+1) 1) closing (t) (t+)
0-1km 7.05% 5.36% -4.82% 4.75% 3.42% -0.88% 16.33% 10.65% -0.89%
1-2km 9.07% 8.85% -2.68% 13.87% 11.17% 1.13% 16.24% 10.58% 1.29%
2-3km 7.56% 8.47% 5.62% 6.94% 12.51% 6.75% 20.43% 14.78% 15.67%
3-4km 8.37% 11.09% 2.49% 4.54% 8.64% 3.57% 18.56% 18.44% 0.78%
Hypermarkets.

After closing a Hypermarket, as a result of investigating changes in sales by distance and by day of the week
based on the overall industry (see <Table 3>), sales of stores within a radius of 0 to 1km decreased due to the
closing of the store, especially the rate of decline was the largest, showing 7.41% on Sunday, followed by the
impact of the decline on Friday and Saturday. Sales within a 2-3km radius did not decrease, but it was confirmed
that the rate of increase in sales showed all the falling surfaces.

Next, we investigated the impact on sales of nearby stores when they opened (<Table 4>).

As a result of the analysis, it was clarified that the sales of stores within a radius of 0 to 1km, which had existed
one year before the store closed, gradually decreased, and that the sales decreased by 17.34% one year after the
store closed.

By industry, restaurants within 1km radius had a negative impact on sales decline, but were relatively few in
supermarkets. On the other hand, in the case of a supermarket that was before closing within a radius of 2 to 3km,
sales decreased by 10.46%, and it was found that the rate of decrease was large. Overall, the same reduction
pattern was confirmed in stores within a radius of 0-1km and 2-3km, and by reflecting this, the analysis was
carried out by expanding the radius to 0 to 1km and 0 to 3km to derive the employment effect through comparison

of sales.
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<Table 3> Changes in sales by distance x day of the week after closing (all industries)

0~1km 2-3km
Division Closed 1 year Year of Closed 1 year Closed 1 year Year of Closed 1 year
ago (t-1) closing (t) after (t+1) ago (t-1) closing (t) after (t+1)

Sunday 6.44% 6.49% -7.41% 8.03% 9.54% 6.94%
Monday 7.32% 5.70% -2.88% 7.68% 9.45% 5.81%
Tuesday 7.23% 5.08% -3.58% 6.76% 9.00% 5.21%
Wednesday 7.11% 5.91% -5.15% 7.50% 8.75% 5.73%
Thursday 6.95% 3.90% -3.52% 7.01% 6.64% 4.40%
Friday 6.36% 5.38% -5.60% 7.11% 8.29% 4.66%
Saturday 8.15% 4.77% -5.21% 8.93% 8.00% 6.77%

<Table 4> Changes in sales of stores with a radius of 0-1 and 2-3km at the time of store opening

0-1km 2-3km
& Closed 1 year Year of Closed 1 year | Closed 1 year Year of Closed 1 year
ago (t-1) closing (t) after (t+1) ago (t-1) closing (t) after (t+1)
@b 100.0 105.35 101.69 100.0 115.62 118.95
All (th 100.0 98.07 (_17.22'026) 100.0 102.54 (_172‘;‘;7)
industries
(Ch - 7.28 13.31 - 13.08 21.42
G - - 7.32 - - 12.96
@b 100.0 102.95 105.94 100.0 114.02 115.04
94.30 94.40
Supermarket (th 100.0 99.30 (-5.03%) 100.0 105.43 (-10.46%)
(Ch - 3.65 7.25 - 8.59 14.03
&h - - 4.39 - - 6.61
@b 100.0 109.43 110.41 100.0 121.03 126.41
74.18 81.16
Restaurant (th 100.0 97.24 (-23.72%) 100.0 101.65 (-20.16%)
(€h - 12.19 21.30 - 19.38 26.92
(b - - 14.94 - - 18.33

* (71): Total sales by year, (L}): Operating store 1 year before closing, (C}): Store opened in closing year, (2}): New store after closing

C. Impact of closing a Hypermarket on employment

After closing a Hypermarket, it can be seen that 1,616 people within a radius of 0 to 1km will decrease and
7,898 people will decrease within a radius of 0 to 3km, as shown by the employment effect of existing peripheral
stores. Summarizing the employment effect due to changes in sales between the existing and new stores, it was
confirmed that there was an employment reduction effect of 452 people within a radius of 0 to 1km and 429

people within a radius of 0 to 3km (<Table 5>).
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<Table 5> Changes in sales of existing and new stores and effect of employment reduction due to closure of stores

0-1km 0-3km
Existing stores New stores . Existing stores New stores .
e h: h
Division sales sales Change in sales sales Change in
average sales average sales
(employment (employment e store (employment (employment e store
reduction) growth) P reduction) growth) P
Supermarket 9.76 22.32 32.08 -122.82 247.10 124.28
Restaurant 350.07 324.93 -25.14 -1,545.43 1,853.62 308.19
Retail, ;’\‘;ludmg -449.94 208.56 24138 2,224.42 1,507.01 717.41
Total per store -234.44 million won 284.93 million won
Employment effect -452 persons -429 persons
per Store

4. Conclusion

In order to investigate the effect of closing the Hypermarket on the surrounding commercial area, we analyzed
the change in sales, and based on this, derived the employment effect by using the employment induction
coefficient through industry-related analysis in this study. First, it was found that sales up to a radius of 2km for
all industries decreased due to changes in sales by distance before and after the closing of Hypermarket, and sales
decreased by 4.82% when the radius was 0 to 1km. Supermarkets and restaurants also appeared in the same way,
and we confirmed the contradictory results that sales in the two industries increased in a radius of 1km or more.
Secondly, it was found that the change in sales by day of the week was 0 to 1km, and the sales of the whole
industry decreased on all days, especially on Sunday to 7.41%. Supermarkets were found to have sales down
5.01% on Sunday, while sales were rather up on Monday and Tuesday. Similar to supermarkets, restaurants
showed the highest decline in sales on Sunday from 0 to 1km, and it was confirmed that sales increased on
Monday and Tuesday. This can be seen as having a negative impact on the weekend commercial area due to the
closure of the Hypermarket. Thirdly, the influence of stars at the time of opening of nearby stores is within 0 to
1km. Sales of all industries, supermarkets, and restaurants decreased one year before closing, while sales of stores
opened in the closing year decreased. It turned out to be increasing. After the store closed, it was confirmed that
the new store would be replaced. Fourth, it was confirmed that the impact of employment due to the closure of
Hypermarket has the effect of reducing employment up to a radius of 3km. It was confirmed that when one
Hypermarket store was closed, the number of employees decreased by 945, the sales of nearby stores decreased,
and the number of employees of 429 decreased. This indicates that the closing of one Hypermarket store will have

the effect of reducing the direct or indirect employment of 1,374 people.
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