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Abstract

Purpose This study is to measure the effects of retail legis– -
lations on small retailers and traditional markets.
Research Design, Data, and Methodology - The authors have

developed a questionnaire with five hypotheses on the basis of
previous research results and six constructs: the improvement of
sales volume, the number of customers, the improvement of
store traffic, the increase of store staff, business expansion and
retail regulation. Furthermore, the research has adopted a
five-point Likert-scale technique. In order to increase research
reliability as well as validity, the authors have adopted a few
different research techniques such as exploratory factor analysis
(EFA) and confirmatory factor analysis (CFA).
Results - Although existing retail regulations might be better

than nothing for now, the degree of retail constraints on large
retailers should be strengthened. Furthermore, different legal
methods to protect mom and pops are needed.
Conclusions In order to improve the effects of retail re– -

strictions on large retailers, the research indicates that the cen-
tral government should change a retail policy, that is, introduce
new technical ways to keep mom and pops and conventional
markets.

Keywords: Retail Regulations, Retail Policy, Small and
Medium-Sized Retailers, Traditional Market,
Customer Shopping Pattern.
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1. Introduction

With the increasing buying power, large retailers have rapidly
expanded their own business cross country, at the expense of
independent retailers. Political interest in the declining small
stores started in 2005. As evidence, Korea established the gov-
ernmental body to protect small- and medium-sized retailers lo-
cated in conventional markets in particular, so-called the "Centre
of Traditional Market Administration". At that time, rather than
regulating multiple retailers to open their shops, the Korean gov-
ernment has decided to support traditional markets, in terms of
finance. As a representative example, Korea has considerably
invested budget in modernizing the atmosphere of the conven-
tional markets with an aim of taking competitive advantages.
Furthermore, in 2006, unlike other foreign countries such as

the UK, Japan, Italy, Germany, Spain, France, and so on, in
which have introduced retail restrictions on large retailers at the
early stage (e.g. Francois and Leunis, 1991; OECD, 2000; Burt
and Sparks, 2003; Sadun, 2008 Viviano, 2008; Kanakura, 2009),
Korea for the first time tried to legally keep small shops in
2006, since market liberalization in 1996. Due to the lack of po-
litical agreement, the first proposed law to protect mom and
pops was talked to death. Finally, Korea started to regulate big
box retailers not to open their new retail outlets within a five
hundred meter radius of the conventional markets registered to
the central government and close their shops two days per
month in 2010, according to the Retailing Industry Development
Law". This law was amended from a five hundred meter to a
one kilometer in 2011.
What is important is that the law has not covered all of

small- and medium-sized retailers in Korea, in respect of the
opening of new stores. In other words, independent retailers
within legally limited radius are able to be protected. Indeed,
small shops near to residential areas have nothing to do with
the limited store opening, although retail giants close stores
twice a month.
It is, therefore, worthwhile exploring whether traditional mar-

kets and small stores are well protected under the regulations.
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Compared with other countries where many researchers have
paid considerable attention to the effect of retail legislations on
a retail sector from different angles(e.g. Freathy and Sparks,
1995; Gradus, 1996; Colins et al., 2001; Griffith and Harmgart,
2005; Colla, 2006; Viviano, 2008; Cheshire et al., 2011), there
is little literature in Korea. It might be able to say that it would
be earlier to measure its effects, because the law has been
made in recent. Given the period of three years taken action, it
is right time to consider its influence on a retailing industry in
Korea.
This study is, thus, to investigate whether the RIDL (Retailing

Industry Development Law) protects or revitalize small retailers
and traditional markets, as policy makers expect in Korea. The
second section will review the existing literature concerned
about the results of retail regulations and policy, and then, pres-
ent research methodology in the third section. After gathering
data, the authors analyze them. The research findings will be
noted in the fourth part. Finally, this study will draw a con-
clusion with research limitations and future research directions.

2. Literature review and hypothesis development

Over the world, there are many different retail regulations to
protect mom and pops, save the earth, improve the quality of
life, effectively use land, keep human rights and develop or
boost a retail sector, as noted by Hollander and Boddewyn
(1974) and Cho (2014). Many authors have, therefore, made a
considerable effort to measure the degree of their influences, in
terms of labour market outcomes or retail employment (e.g.
Blanchard, 2005; Viviano, 2008 Senftleben-Konig, 2014), retail
productivity (e.g. Thurik, 1984; Griffith and Harmgart, 2005
Reynolds et al., 2005), retail competition (e.g. Collins et al.,
2001 Guy and Bennison, 2002), and the protection of small
businesses (e.g. Nooteboom, 1983; Bertrand and Kramarz, 2002
Sadun, 2008).
Although there are the contradicted debates associated with

the effects of retail restrictions in the retiling academic world,
whether retail constraints have protected small stores in Korea
should be illustrated. To date, rather than positive results as ex-
pected, more negative effects have been found by many re-
searchers over a retail sector, irrespective of the objectives of
retail policy. As evidence, Viviano (2008) highlighted that regu-
lations can play a negative role in generating new jobs, that is
to say, deregulations can improve unemployment rates in the
Italian retail sector, whereas Gradus (1996) argued that shop
opening legislations are related to price increase or decrease.
It is, thus, necessary to look at the results of each regulation

to better understand whether the Korean retail restrictions have
worked in market.

2.1. Effects of store size limitation

In order to protect directly mom and pops, many countries
have limited store sizes, because large retailers tend to enlarge

store scale to take customers away from their competitors
(OECD, 2000). This idea is widely accepted by many countries
such as Japan, Italy, France, and Austria (e.g. Cho, 2014).
Consequently, many researchers have been interested in meas-
uring its effects on the number of small stores (Sadun, 2008).
It is interesting to note the case of Japan which is one of

the strictest countries concerned about retail policy, in terms of
store size limitation particularly (Kenzi and Masamori, 1997).
Although the Japanese government tightened large retailers by
reducing the scale of store size, it has been witnessed that the
number of small- and medium-sized retailers has decreased
(e.g. Kenzi and Masamori, 1997). In this respect, how multiple
retailers have rapidly grown should be illustrated. The stronger
the government regulates, the more retailers have developed re-
tail formats, avoiding the legal guidelines made by governments
(e.g. Sadun, 2008). As a representative case, when the
Japanese government limited store size to 1,500 in local㎡
areas, large retailers speed up opening new stores with less
than 1,500 (Kenzi and Masamori, 1997). As one of the rea㎡ -
sons why hard discount stores like Aldi as well as Lidl have so
much fast grown in Germany, restrictions on store sizes have
stimulated big box retailers to diversify their business models
from hypermarket/discount stores to conveniences stores (e.g.
Kreimer and Gerling, 2006). Similarly, avoiding legal standards
associated with the opening of new retail outlets, large retailers
like Tesco UK have allocated considerable resources to develop
new innovative business (e.g. Burt et al., 2010).
As a result, it should be noted that store size limitation to

protect mom and pops from the competition with retail giants is
not panacea, as demonstrated by the above researchers. Even
though many countries have introduced retail constraints on
store sizes, the number of small stores has commonly
decreased. Compared with the market without such a restriction,
it should be born in mind that its declining speed has been re-
duced or saturated.
When it comes to the measurement of its effects, most of

studies (e.g. Kenzi and Masamori, 1997; Kreimer and Gerling,
2006 Burt et al., 2010) are based on the difference between
before and after, in terms of store numbers.

2.2. Effects of opening and closing times, including
Sunday trading

Principally, over the European countries, Sunday trading was
prohibited, owing to the religious freedom and the protection of
a human right to take a rest once a week (e.g. Halsall, 1994;
Pilat, 1997). Nevertheless, many European countries such as
the UK, France, Italy and the forth, are likely to partially or
completely deregulate this legislation to boost a retail sector
(e.g. Freathy and Sparks, 1995; Allen, 2009).
Accordingly, the researchers are interested in measuring

whether allowing retailers to operate on Sunday contributes to
the economic development, as expected (e.g. Morrison and
Newman, 1983; Meza, 1984). By using a spatial circular model,
together with Morrison and Newman (1983) who found that lift-
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ing shop opening restriction would make a contribution to the
sales volume improvement of large stores, Meza (1984) pointed
the negative side that Sunday opening is able to encourage re-
tailers to increase product prices.
By contrast, some studies conducted by Thurik (1984) who

used the French data and Kay and Morris (1987) who explored
the UK retail context, argued that extending opening hours can
give rise to positive effects on a retail industry, in terms of retail
productivity and job creation. Moreover, Clemenz (1993) found
that customers are able to enjoy searching lower prices, be-
cause they can have a lot of options to choose a store due to
extended opening hours. Basically, in order to extend shopping
hours, retailers need more employees. This results in the im-
provement of unemployment. These research results encourage
governments to deregulate opening hours.

2.3. Effects of other retail regulations

As one of the methods to restrict large retailers, many coun-
tries like the UK, Belgium, Germany, and Japan have adopted
land use planning policy or zoning policy to effectively use land
cross the country (e.g. Fancois and Leunis, 1991; Burt and
sparks, 2003 Kalhan and Franz, 2009; Kanakura, 2009). Before
the introduction of this restriction, as seen in the Table 1, many
retail giants dramatically increased their market shares, making
small retailers close their shops (e.g. Burt and Sparks, 2003).

<Table 1> Market concentration of top five retailers (%)

Country 1993 1996 1999 2006
Austria 54.2 58.6 60.2 74.2
Belgium 60.2 61.6 60.9 77.0
France 47.5 50.6 56.3 70.0
Germany 45.1 45.4 44.1 70.0

Netherlands 52.5 50.4 56.2 63.0
Sweden 79.3 77.9 78.2 81.8
UK 50.2 56.2 63.0 63.0

Source: adapted from estimates based on data from Corporate
Intelligence on Retailing’s European Retail Handbook and
Global retail concentration, 2006.

As a result of adopting retail planning policy, the UK wit-
nessed the declining rates of development of retail parks since
1996 and experienced earlier entrants in local areas to strength-
en their market shares (Guy and Bennison, 2002). Similarly,
Cheshire et al (2011) highlighted that land use planning was led
to the significant reduction in retail productivity and further, the
increasing number of small stores. Rather than positive influen-
ces, this policy has negatively affected a retail sector.
In addition, many European countries such as Ireland,

Belgium, Portugal, Spain, Greece, Italy, and Luxembourg, have
prohibited below-cost pricing to directly protect mom and pops
(e.g. Cho, 2014). With respect to its effects, as noted by Colla
(2003) and Allain and Chambolle (2011), this tends to distort

competition structure and increase consumer inflation rates.
Beyond the above restrictions on a retail sector, governments

have developed many ways to keep independent retailers, al-
though they have negatively affected a retail industry, in terms
of retail productivity. Nevertheless, what is important is that
many governments have actively introduced retail legislations to
keep small retailers. On the other hand, avoiding legal guide-
lines, large retailers have expended their own business, diversi-
fying retail formats.

2.4. Korean retail regulations

There is little attention to the measurement of the effects of
existing restrictions on a retail sector from an academician’s as
well as a practitioner’s point of view in Korea. Based on prior
research, it would be difficult to discuss its effects, due to differ-
ent retail regulations from those of foreign countries, and further,
the lack of literature. Apparently, the RIDL has been enacted to
protect small stores and traditional markets from the aggressive
shop opening of large retailers, as mentioned earlier.
It is, thus, necessary to look at what kind of regulation has

been introduced to keep mom and pops in Korea in more de-
tail, although there is no such a case over the world. Unlike the
restrictions of other advanced countries on a large retailer,
Korea emphasized the three points: (1) the distance between
the new store location of retail giants and conventional markets,
and (2) store closing twice a month, and (3) the delegation of
authority to allow retailers to operate their stores from 0:00 to
10:00 am to local governments.

2.4.1. Limitation of store location

First of all, it should be mentioned here that it would be very
difficult to find out the case that a government has made an ef-
fort to maintain a traditional market over the world, except for
Korea. Rather than trying to keep conventional markets, most of
countries have allocated their resources to protect small stores,
irrespective of store locations.
According to the RIDL, large retailers cannot open new retail

outlets within one kilometer radius from the traditional markets
listed, according to the law built in 2011. Given that retail giants
tend to open new supermarkets near to the place in which has
higher store traffic, it would be expected that the government
regards the new stores being operated by them as one of the
strongest competitors against traditional markets. In other words,
the Korean government strongly believes that the decline of
conventional markets is because of the opening of new stores
near to them, issuing the opening license of large stores on the
outskirts of cities. Compared to the countries that have regu-
lated big box retailers to open new stores in the downtown or
in the suburb areas, such as Germany, the UK, Italy and Japan
(Pilat, 1997), the Korean government has focused on protecting
conventional markets, rather than small- and medium-sized
retailers.
In fact, whether the limitation of store location is able to keep

mom and pops or not should be doubtful, considering that the
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result of introducing many different retail restrictions on retail
giants is not sufficient. Even though the Korean retail policy is
essentially different from those of foreign countries, it might be
expected that the effect of retail regulations in Korea should be
weaker than that of advanced countries.
Due to lack of previous research related to the effect meas-

urement of the Korean retail policy, it is difficult to discuss its
effects. Nonetheless, the authors have made considerable efforts
to measure its effects on small retailers, including traditional
markets.

2.4.2. Limitation of closing days

As opposed to European countries restricting Sunday trading,
Japan regulated retailers to close their shop some days per
year in the past, according to the "Large-scale Retail Shops
Law", which was deregulated in 2000 (Kanakura, 2009).
However, there has been a tendency of deregulating closing
times. As an example, Japan abolished the law and western
countries have begun to allow retailers to completely or partially
open their shops on Sunday (e.g. Burt et al., 2010; Wenzel,
2010; Asensio, 2012; Katou, 2012). It is, therefore, not easy to
look at the literature exploring whether small stores were pro-
tected or not, after regulating retailers to close their shops.
Similarly, many authors illustrated the effects of deregulations
concerned about the Sunday trading (e.g. Samuel, 2009; Khan
et al., 2011; Wenzel, 2010).
On the other hand, notwithstanding there were the legal con-

flict arguments between policy-makers and large retailers, Korea
has required multiple retailers to ban Sunday trading twice a
month to boost traditional markets as well as independent
stores in 2010. In that this law has introduced in recent, authors
might be less interested in measuring its effects.
Associated with the limitation of closing days, many re-

searchers (e.g. Thurik, 1984; Griffith and Harmgart, 2005;
Blanchard, 2005; Viviano, 2008; Senftleben-Konig, 2014), have
pointed negative sides, in terms of employment and retail
productivity. Nevertheless, little effort has been paid to identify
the relationship between the protection of small shops and the
legislation of closing days.

2.4.3. Delegation of authority

According to the RIDL, the central government has given the
right to permit opening hours from 0:00 to 10:00 am to local
authorities in 2010. Given the opening and closing time, it is
doubtful whether this issue is closely related to the protection of
independent retailers. Indeed, many countries like Spain and
Germany have transferred the power to issue an opening li-
cense and decide operation hours to local authorities, as point-
ed by Viviano (2008) and Matea and Mora (2009). Even though
Korea has delegated its authority to regional governments, com-
pared with other countries, its degree is too weaker than
expected.
Surprisingly, researchers have not paid their attention to

whether the delegation of authority affects a retail sector, and
further, how it influences a retail industry over the world. It is,

therefore, difficult to analyse its effects, comparing Korea with
foreign countries.
As a consequence, given the unique retail regulation, it

should be noted that it would be difficult to discuss the effects
of the Korean regulations on the degree of the protection of
mom and pops by reviewing literature.
Based on existing literature, nevertheless, it has become ap-

parent that most of countries have made significant efforts to
protect independent stores, discouraging large retailers to open
new shops. In spite of such efforts, the number of small re-
tailers has decreased, due to the aggressive expansion of the
retail giants who have avoided legal restrictions. This kind of
trend has been seen over the world, as pointed by Table 1.

2.5. Hypothesis development

Based on the above discussion, it would be expected that
the current retail legislations do not contribute to the protection
of traditional market and independent stores in Korea.
Accordingly, as seen in Figure 1, the researchers propose the
following hypotheses:
H1: The current retail regulations do not contribute to the im-

provement of sales volume.
H2: The current retail regulations do not contribute to the in-

creasing number of customers.
H3: The current retail regulations do not contribute to the im-

provement of store traffic.
H4: The current retail regulations do not contribute to the in-

crease of store staff.
H5: The current retail regulations do not contribute to the

business expansion.

3. Research methodology

With regard to the measurement methods of the effects of re-
tail regulations on a retail sector, there exist many different ar-
guments, because of measurement errors (e.g. Reynolds et al.,
2005 Griffith and Harmgart, 2005). Moreover, due to many dif-
ferent factors at work in the retailing industry and lack of data
availability, assessment of the effects of retail regulations is a
very difficult job (e.g. Collins et al., 2001 Viviano, 2008).
Likewise, although many researchers have suggested many dif-
ferent methods to evaluate the effects of regulations on different
economic outcomes, whether the number of small retailers in-
creases or decreases particularly has been based on the sta-
tistic data announced by the government. Given the short term
from 2010 to 2013, it is not easy to gain right data.
Furthermore, it is a complicated job to analyse the reasons af-
fecting its results.
In this research, consequently, how to measure the effects of

retail restrictions on small retailers should be identified to mini-
mise errors.
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<Figure 1> Conceptualized research model

3.1. Measurement method

Rather than using the economic statistic data which has been
collected by governmental bodies and reported by 2012, the au-
thors have adopted a questionnaire method to investigate to
some extent which each regulation type affects traditional mar-
kets and independent stores. In order to increase data avail-
ability at real time, it should be kept in mind that reflecting the
current retail context is the better way to analyze their effects
on a retail sector.
Accordingly, the authors have developed a questionnaire on

the basis of previous research results and delivered to shop
owners in traditional markets and independent stores. With re-
spect to questionnaire design, the authors have categorised
questions into six groups, including demographic factors, that is
to say, focused on gathering real data from on-site. As a varia-
ble to measure the impacts of regulations, this study has in-
troduced five concepts: (1) the improvement of sales volume, (2)
the number of customers, (3) the improvement of store traffic,
(4) the increase of store staff, and (5) business expansion.
Given the existing empirical literature to explore the effects of
retail regulations on a retail industry, furthermore, the research
has adopted a five-point Likert-scale technique.
Survey questionnaire method for data collection has been

used. Before field research, pretest was conducted to correct
the developed questionnaire based on previous studies at earlier
stage. In order to gain accurate research data, the researchers
visited small- and medium-sized retailers located at traditional
markets, and further had an interview with 10 shop owners.
Consequently, the interview results have been reflected on the
questionnaire.

3.2. Research population profile

With the finalised questionnaire, the authors visited the re-
spondents who have run their own business within or near to
public markets.
A total of 335 questionnaires were delivered to the shop

keepers at the two of high streets in Cheonan city as well as
one of traditional markets in Cheongju city in Chungnam prov-
ince during April in 2014. Although the research has received
305 questionnaires, available questionnaires are 277, that is to
say, its respondent rate is 82.68 %. To increase research reli-
ability, the authors have selected the shop owners who have
operated their shops more than 5 years at the same location as
a respondent.
With respect to socio-demographic characteristics, 77.62 % of

respondents are more than 50s, whilst 3.2 % are less than 40s.
In terms of education levels, 16.7 % of the respondents are
highly educated, whilst the majority of the research samples,
that is, 50.5 %, are graduated from high school. Likewise, ap-
proximately 49 % of the 277 samples who responded to sales
volume per month have achieved less than 10 million Won, and
about 47 % less than 20 million Won.

3.3. Test of dimensionality

Considering that different research techniques might be able
to give rise to different research results, it is very important to
choose right analysis methods. Accordingly, in order to increase
research reliability as well as validity, the authors have adopted
a few different research techniques such as exploratory factor
analysis (EFA) and confirmatory factor analysis (CFA).
As a preliminary step, the research used a factor analysis

method to explore the relationship between the constructs and
variables developed through literature review by using the princi-
pal components model with the oblique rotation technique.
Oblique rotation was applied, given that the goal of the EFA
was to obtain theoretically meaningful factors, and not to reduce
the number of variables. First of all, the research explores the
effects of retail restrictions on mom and pops and traditional
markets.
The authors found that the collected data passed the thresh-

olds for sampling adequacy (KMO 0.929, Bartlett’s Test of
Sphericity 6,063.359, p < 0.000). In relation to the KMO value,
the figure, 0.929, is higher than 0.7 recommended by Kaiser
(1974). It means that its measure of sampling adequacy test is
available. As a result of adopting EFA method, amongst the six
constructs developed, the researchers demonstrated high
cross-loadings, as seen in the Table 2. Consequently, of 23 ob-
served variables under 6 constructs, the research has totally re-
moved 4 items which are not exceeding the threshold: (1) a
central government transfers the authority associated with shop
opening hours into local governments, (2) neighbor shops plan
to open new stores, (3) the number of customers who visit my
shop on Sunday increases, and (4) store traffic on Sunday
increases. On the other hand, the accumulated variance value
reached to 87.95%, which means that the data gathered and
analyzed were reliable to examine the research model. In other
words, the unidimensionality of construct as well as variable
measures was confirmed since each item loaded highest on its
intended factor.
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3.4. Research reliability and validity

It is necessary to look at what kind of an analysis method
should be used in the research. As a stage of measuring the
constructs suggested, the authors adopted a factor analysis
technique to evaluate the constructs related to the effects of re-
tail restrictions on independent stores and public markets. It was
found that the values of Bartlett’s Test of Sphericity of the con-
struct were significant (P-value=0.000), thereby making the factor
analysis meaningful.

<Table 2> Factor Analysis and Reliability

　
Factor
loading Mean Cronbach α

Sales Volume (eigen value= 7.51, %of variance=37.76%)　
SV1 0.850 1.627

0.944
SV2 0.857 1.308
SV3 0.853 1.330
SV4 0.896 1.460

Number of Customers (eigen value= 3.23, %of variance=16.98%)
NC1 0.834 1.478

0.940NC2 0.850 1.453
NC3 0.851 1.638
Store Traffic (eigen value= 2.06, %of variance=10.85%)　

ST1 0.451 2.108
0.929ST2 0.478 2.076

ST3 0.787 3.652
Store Staff (eigen value=1.74, % of variance=9.15%)　

SS1 0.815 1.159

0.934
SS2 0.856 1.181
SS3 0.783 1.228
SS4 0.665 1.264

Business Expansion (eigen value=1.34, % of variance=7.05%)
BE1 0.900 1.022

0.823BE2 0.476 1.043
BE3 0.939 1.018

Regulation (eigen value=1.17, % of variance=6.16%)
Radius
limitation -0.885 3.942

0.751
Store closing -0.797 3.178

Cum %=87.95

These results accordingly indicated that the constructs have
satisfactory fit and are meaningful to conduct the research.
Furthermore, the authors found that the eigenvalues for the six
constructs were in excess of 1.0, and explained 87.95% of the
total variance respectively, which means that the model is sig-
nificant and incorporates as many reliable factors as possible, in
parallel with the above results.

With regard to the research reliability which means the extent
to which the constructs used are free from errors and are able
to yield consistent results, the researchers have used
Cronbach’s Alpha to measure the internal consistency of the
multi-items used in this study. Through reviewing the reliability
tests for various dimensions of the effects of retail restrictions
on small retailers and traditional markets, the research confirmed
that the Cronbach’s alpha values of all of the dimensions range
from 0.751 to 0.944, as shown in the Table 2. All instruments
exceeded the preferable criterion of 0.70, as pointed by
Nunnally (1978) who emphasized that the values of Cronbach’s
alpha should be used as a guideline to improve research
reliability. It can consequently be claimed that they were all
reliable.

<Table 3> Correlation matrix

1 2 3 4 5

Sales Volume 1

Number of Customers .821** 1

Store Traffic .824** .835** 1

Store Staff .722** .718** .591** 1

Business Expansion .242** .234** .178** .392** 1

Regulation -.461** -.455** -.516** -.318** -0.1**

*: P<0.05, ** : P< 0.01 (two tailed).

<Table 4> Regression analysis on the traditional market performance

Dimensions R2 standardized β t value Prob.

Sales Volume 0.461 -0.461 -8.642 0.000

Number of Customers 0.455 -0.455 -8.499 0.000

Store Traffic 0.516 -0.516 -10.038 0.000

Store Staff 0.318 -0.318 -5.577 0.000

Business Expansion 0.102 -0.102 -1.699 0.090

*: P<0.05, ** : P< 0.01

Moreover, as part of efforts to increase or improve the reli-
ability of the research, most of the variables used in previous
studies as well as the questionnaire design were validated by
the professional staff of KNU, before being administered. As a
result, it should be noted here that the content validity of varia-
bles can be acceptable. We have, furthermore, analyzed con-
vergent and discriminant validity by examining the cross-loadings
computed from the correlation between each construct’s compo-
nent score and the indicators of other constructs. In the same
vein, the Table 3 presents the matrix of correlations for the six
dimensions. All satisfy this criterion.
The regression method was employed with the regulation as

an independent variable influencing on the five dependent varia-
bles in terms of the performance of independent retailers and
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traditional markets. We set the significance level for this empiri-
cal study at 5 percent, based on the results of statistical tests.
As seen in the Table 4, the R2 of regression model is 0.461.

Given this figure, the hypothesis(H 1) that the current retail leg-
islations do not contribute to the improvement of sales volume
is supported, as the regression model is significant at p<0.01.
Accordingly, H 1 is accepted, as shown in the Table 5.

<Table 5> Detailed hypotheses results

Parameter Description Hypothesis
supported

Hypothesis 1 Regulation -\-> Sales Volume Accepted

Hypothesis 2 Regulation -\-> Number of Customers Accepted

Hypothesis 3 Regulation -\-> Store Traffic Accepted

Hypothesis 4 Regulation -\-> Store Staff Accepted

Hypothesis 5 Regulation -\-> Business Expansion Rejected

Notes: The " -\->" symbol means "do not contribute".

With respect to the contribution of retail regulations to stim-
ulating customers to mom and pops and public markets, con-
sistently, the R2 of regression model is the 0.455which is sig-
nificantly at p<0.01. As the researchers has hypothesized, it is
found that the retail restrictions to boost small stores as well as
traditional markets do not have an contribution to the increase
of customers, as seen in the Table 5. As a consequence, this
hypothesis is accepted.
As seen in the Table 4, the R2 of whether retail legislations

improve store traffic is 0.516. It means that the regulations in-
troduced in 2010 do not have any attraction to take away cus-
tomers from multiple retailers. In other words, although the
South Korean government has regulated large retailers to close
their shops twice a month, it would be difficult to say that cus-
tomers have switched to independent stores and traditional
markets. The hypothesis 3 is, thus, supported, as shown in the
Table 5.
In order to measure the effect of the current retail constraints

on independent retailers and public markets, the researcher
asked respondent whether they increased their store staff or
not. Given that the R2 of regression model was 0.318, as seen
in the Table 4, the hypothesis 4 is significantly accepted (see
the Table 5).
By contrast, with regard to the degree of influence of retail

regulations on the business expansion of mom and pops, as
shown in Figure 1 and Table 4, the R2 of regression model is
0.102.Considering that the regression model is significant at
p<0.05, the hypothesis 5 is rejected, as seen in Table 5. This
result can be interpreted in a way that retail legislations have
nothing to do with the business expansion of independent
retailers.

4. Findings

In an attempt to explain why the factor loading indexes of re-
tail regulations are minus, as shown in the Table 2, research
analysis results can be interpreted that current retail legislations
do not make contribution to the protection of independent re-
tailers and traditional markets, although respondents think them
as one of the most important vehicles to avoid competing with
multiple retailers in itself.
Despite the fact that the South Korean government has in-

troduced retail constraints on big box retailers to keep small-
and medium-sized retailers and public markets, the research
found that it has been apparent that its effects is lower than ex-
pected through an empirical research. In a word, it would be
wise to say that the current legislations do not regulate large
retailers at all.
In addition, amongst the above three regulations, it is found

that respondents want the government to severely tighten the
frequency of closing stores per month and the permission of
opening new shops. By contrast, they have not paid consid-
erable attention to the limitations of opening and closing hours
during a day. This might be because most of respondent tend
to close their shops during the time from 0:00 to 10:00 am.
This regulation is, thus, more likely to be ignored.
As an important criterion to measure the effects of retail re-

strictions on independent stores and traditional markets, the au-
thors have proposed dependable variables such as sales vol-
ume, number of customers, store traffic, number of store staff,
and business expansion. Although research samples said that
current retail regulations have nothing to do with business ex-
pansion activities, it is evident that they do not contribute to any
of the rest variables. Adversely, it can be said that there are
many rooms to open new retail outlets or develop new retail
formats from a large retailer’s point of view, avoiding legal limi-
tations in a retail sector. At the expense of mom and pops and
public markets, multiple retailers such as E-Mart, Tesco Korea
and Lotte-Mart have continuously expanded their own business
(Korea Chain stores Associations, 2012)
From a shop owner’s perspective, although existing retail reg-

ulations might be better than nothing for now, the degree of re-
tail constraints on large retailers should be strengthened.
Furthermore, the authors have found that different legal methods
to protect mom and pops are needed in reality, taking into ac-
count customer rights.

5. Conclusions

As pointed by Cho (2014), it should be kept in mind that the
retail regulations in Korea are very different from those of ad-
vanced countries like Japan, Germany, France, and the UK, in
terms of technical methods to restrict large retailers. Over the
world, it is difficult to find out the similar cases to the Korea re-
tail constraints, in terms of the protection of independent stores.
As mentioned earlier, compared with the large retailers who
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have consistently grown since the introduction of retail re-
strictions into a retail industry in 2010, small shops are in
decline. In order to improve the effects of retail restrictions on
large retailers on independent retailers and traditional markets,
the results of the research indicate that the central government
should change a retail policy, that is, introduce new technical
ways to keep mom and pops and conventional markets, to
some extent considering customer rights. At the same time,
shop keepers have to make considerable efforts to take away
customers from their competitors.
Through the research, what is evident is that the current re-

tail regulations do not protect traditional markets as well as in-
dependent stores in Korea. Moreover, it should be noted that
retail regulations are not a panacea to protect them. Although
the above countries have strongly regulated multiple retailers to
open new stores with many various methods in the domestic
market, it is true that a small shop sector is in decline
(Coca-Stefaniak et al., 2005). Given this circumstances, it is dif-
ficult to expect that the Korean retail legislations do contribute
to the protection of small retailers.
Like other research, with regard to research limitations, small

research sample size and coverage area should be noted here.
These limitations warrant some caution when extending research
results cross country. Additionally, to measure the effects of reg-
ulations, the authors have used a questionnaire method, based
on the gut feeling of respondents, rather than comparing the
current with the past performance with exact data such as sales
volume, customer numbers, store staff, and store traffic.
Future research directions should, accordingly, be in attempt-

ing to undo the above research limitations. There is, also, a
need to measure the different effects of retail constraints on a
retail sector, such as job creations, the development of a retail
industry and the forth.

References

Allen, K. (2009). Retailers call for change in Sunday trading
laws in time for Christmas. 28 December. Available
from: http://www.theguardian.com/business/2009/
dec/28/retailers-change-sunday-trading-sales

Asensio, J. (2012). Regionalretail regulation and supermarket en-
try in Spain. The 9th INRA IDEI Conference: Industrial–
Organization and the Food Processing Industry,
Toulouse, France.

Bertrand, M., and Kramarz, F. (2002). Does entry regulation hin-
der job creation? Evidence from the French retail
industry. Quarterly Journal of Economics, 117 (4),
1369-1414.

Blanchard, O. (2005). Comments on: Contrasting Europe’s decline:
Do Product market reform help?. in Ricardo Faini and Tito
Boeri (eds.), Social Benefits in Transitional Economics,
Cambridge: Cambridge University Press.

Burt, S.L., and Sparks, L. (2003). Power and competition in the
UK grocery market. British Journal of Management, 14,

237 254.–
Burt, S.L., Sparks, L,. and Teller, C. (2010). Retailing in the

United Kingdom: a synopsis. European Retail Research,
24 (1), 173-194.

Cheshire, P., Hilber, C., and Kaplanis, I. (2011). Evaluating the
Effects of Planning Policies on the Retail Sector: or Do
Town-Centre First Policies Deliver the Goods? London
School of Economics Spatial Economics Research
Centre Discussion Paper No. 66.

Cho, Y.S. (2014). Retailing and Public Policy; A comparative
study of South Korea and foreign countries, Journal of
Distribution Science, 12 (7), 77-88.

Clemenz, G. (1990). Non-sequential Consumer Search and the
Consequences of Deregulation of Trading Hours.
European Economic Review, 34, 1323-1338.

Coca-Stefaniak, A., Hallsworth, A.G., Parker, C., Bainbridge, S.,
and Yuste, R. (2005).Decline in the British small shop
independent retail sector: exploring European Parallels.
Journal of Retailing and Consumer Services, 12 (5),
357-371.

Colla, E. (2006). Distorted Competition: Below-cost Legislation,
‘Marges Arriere’ and Prices in French Retailing.
International Review of Retail, Distribution and Consumer
Research, 16 (3), 353-373.

Collins, A., Burt, S., and Oustapassidis, K. (2001).Below-cost
legislation and retail conduct: evidence from the Republic
of Ireland. British Food Journal, 103 (9), 607-622.

Francois, P., and Leunis, J. (1991). Public policy and the estab-
lishment of large stores in Belgium. International Review
of Retail, and Consumer Research, 1 (4), 469-486.

Freathy, P. and Sparks, L. (1995).Flexibility, labour segmentation
and retail superstore managers: the effects of Sunday
trading. International Review of Retail, distribution and
Consumer Research, 5 (3), 361-385.

Gradus, R. (1996). The Economic Effects of Extending Shop
Opening Hours. Journal of Economics, 64 (3), 247-263.

Griffith, R., and Harmgart, H. (2005). Retail Productivity.
International Review of Retail, Distribution and Consumer
Research, 15 (3), 281-290.

Guy, C. and Bennison, D. (2002). Retail planning policy, super-
store development and retailer competition. International
Journal of Retail and Distribution Management, 30 (9),
431-434.

Halsall, M. (1994). What's in store for Sunday trading? The
Guardian, No.20 August, 34.

Hollander, S.C., and Boddewyn, J.J. (1974). Retailing and public
policy: an international overview. Journal of retailing, 50
(1), 55-66.

Kalhan, A., and Franz, M. (2009). Regulation of Retail:
Comparative Experience. Economic and Political Weekly,
44 (32), 56-64.

Kanakura, T. (2009). The problems of big stores from local
viewpoint and technique of regulation by municipalities.
Human Science Studies, 5, 51-73.

Katou, Y. (2012). The review of retail policy. The Retail Journal
of Kansai University, 57 (1), 85-114.



13Young-Sang Cho, Lak-Chae Chung, Jong-Ho Park / Journal of Distribution Science 12-9 (2014) 5-13

Kay, J.A., and Morris, C.N. (1987). The economic efficiency of
Sunday trading restrictions. The Journal of Industrial
Economics, 36 (2), 113-129.

Kenzi, D., and Masamori, K. (1997). Retailing theory and retail
policy, Tokyo, Mineruvashobo

Khan, H.McLeay, F., and Bentham, P. (2011). Sunday shopping
forever? In: Proceedings of the Academy of Marketing
Conference 2011: Marketing Fields Forever. Academy of
Marketing, Liverpool, UK.

Korea Chainstores Associations (2012). The Yearbook of Retail
Industry, Seoul, Korea: Chainstores Associations.

Kreimer, T., and Gerling, M. (2006). Status quo und
Perspektiven im deutschen Lebensmitteleinzelhandel
2006. research report, KPMG and EHI Retail Institute

Matea, M., and Mora, J. (2009). Developments in retail trade
regulation in Spain and their macroeconomic
implications. Working Paper 0908, Bank of Spain.

Meza, D. (1984). The Fourth Commandment: Is It Pareto
Efficient? Economic Journal, 94, 379-383.

Morrison, S.A., and Newman, R.J. (1983). Hours of Operation
Restrictions and Competition among Retail Firms.
Economic Inquiry, 21, 107-114.

Nooteboom, B. (1983). Trading Hours and Economy of Scale in
Retailing. European Small Business Review, 1 (2),
57-62.

Nunnally, J. C. (1978). Psychometric theory (2nd ed.). New

York, NY: McGraw-Hill.
OECD (2000). Assessing barriers to trade in services: retail

trade services. TD/TC/WP (99) 41/ Final, OECD, Paris.
Pilat, D. (1997). Regulation and performance in the distribution

sector. OECD Economics Department Working Paper
180, OECD Publishing.

Reynolds, J, Howard, E., Dragun, D., Rosewell, B., and
Ormerod, P. (2005). Assessing the productivity of the
UK retail sector. The International Review of Retail,
Distribution, and Consumer Research, 15 (3), 237-280.

Sadun, R. (2008). Does Planning Regulation Protect
Independent Retailers? Centre for Economic Performance
Working Paper No.888, August.

Samuel, H. (2009). France Relaxes Sunday Shopping Rules.
The Telegraph, July 15.

Senftleben-Konig, C. (2014). Product market deregulation and
employment outcomes: Evidence from the German Retail
sector. SFB 649 Discussion Paper 2014-013.

Thurik, A.R. (1984). Labour Productivity, Economies of Scale
and Opening Time in Large Retail Establishments. The
Service Industries Journal, 4 (1), 19-29.

Viviano, E. (2008). Entry regulations and labour market out-
comes: Evidence from the Italian retail trade sector.
Labour Economics, 15 (6), 1200-1222.

Wenzel, T. (2010). Liberalization of opening hours with free en-
try", German Economic Review. 11 (4), 511-526.


