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Abstract

Purpose - The Korean government has revised the dis-
tribution industry development law to regulate large-scale retailer
operations to protecting medium- and small-scale retailers and
traditional markets. According to the revised law, large-scale re-
tailers must follow regulations on operating hours and compul-
sory store closures two days per month. Based on the revised
distribution industry development law, most local governments
regulate operation hours and they have adopted compulsory clo-
sure programs for large-scale retail stores. However, it is argued
that fresh food producers suffer from a decrease in sales based
on the compulsory closure of stores operated by large-scale
retailers. Large-scale retailers reduce their fresh food orders
from agricultural and fishery producers because of the compul-
sory store closures. Fresh food producers also suffer from a de-
crease in prices because reduced orders lead to a decrease in
auction prices based on the availability of excess goods in
wholesale markets. This paper investigates the effects of oper-
ation regulations for large-scale retailers on agricultural pro-
ducers by surveying agricultural and fishery producer
organizations.

Research design, data, methodology - A survey was con-
ducted on 117 producer organizations of fruits and vegetables,
cereals, fisheries, and livestock products from September 10 to
October 4, 2012. Survey items are annual sales, shares of
sales accounted for by large-scale retailers, reduction of orders
and prices from large-scale retailers, methods to deal with the
sales reduction, unfair trade practices of large-scale retailers,
opinion of the large-scale retailer regulations, and so on. The
average sales of the sampled producer organizations are 13.7
billion won and the average share of sales accounted for by
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large-scale retailers is 35.4%.

Results - Survey results show that the sample producer or-
ganizations’ sales decreased 10.1% because of the compulsory
closures of stores operated by large-scale retailers. It is esti-
mated that the total sales of producer organizations decreased
371.2 billion won because of the regulations on the operation of
large-scale retailers. In addition to the direct effect of a sales
decrease due to order reduction, agricultural and fishery pro-
ducer organizations suffered from the secondary effect of price
reduction in wholesale markets. When orders from large-scale
retailers decreased, most agricultural and fishery producer organ-
izations shipped redundant products to wholesale markets, de-
creasing auction prices. It was estimated that the price received
decreased 21.9% when sold in other marketing channels. As
producer organization sales decreased, it was reported that the
labor force employed by producer organizations also decreased
by 15.1%. Therefore, we can conclude that the regulations for
large-scale retailer operations resulted in negative impacts on
agricultural producers.

Conclusions - Although the sales reduction due to the regu-
lations for large-scale retailer operations are not great, the cu-
mulative effects due to the continued compulsory closure of
stores operated by large-scale retailers could be great. This pa-
per suggests governmental programs that could help agricultural
producer organizations to find new and effective marketing chan-
nels such as direct marketing, farmers’ markets, exports, Internet
shopping, and so on.
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Development Law, Operation Regulation,
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3.1. gEiE MMAME Fa HIF

Kim et al. (2008)= 2007 7|ZO0=2 ADHQYElYE SAZ X3
HES ZASIYEH, A8 Fa HE2 sERE0| 90.5%=
7t =10 FHOPIE 829%= E UEHECH H|mA =7 LIE:
Ch. O] & CHY OLEQ| =AE FZ H|E2 53.3%0|Ct (Table 1).

MMME G HIF E3t sHRS0| 621%2 7t =1 I
OFH0| 42.2%, CHEOIET} 20.6% 2 ZTALE|QICE HHS}E O AlM A
Z HIZS 2.7%0| 2135t

<Table 1> Shares of Large-scale Retailer Sales Accounted for by

Food Items
Unit: %
Agricultural
Department| Cooperative
Hypermarkets | Supermarkets Stores Distribution
Company
Fresh | 506 422 2.7 62.1
food
Proces
Food | sed 32.7 40.7 53 28.3
food
Subtol 534 82.9 8.0 905
tal
Non-food 46.7 171 92.0 9.5
Total 100.0 100.0 100.0 100.0

Source: Kim et al. (2008).
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X AT H=Ho= LM /ULt (Table 2).
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<Table 2> Purchasing Patterns of Agricultural and Fishery
Products
Unit: %
Agricultural
Department| Cooperative
AU SIEEUELES Stores | Distribution
Company
Rice 729 78.9 84.9 9.7
Direct | Vegeta) 5, 54.1 17.8 60.2
Purchase bles
fom eits | 4356 70.4 3.6 113
Producer
Organizations |Livestock 44.6 21.9 9.3 60.1
Fishery 254 2.9 3.7 38.4
Rice 27.1 21.1 15.1 90.3
_ Vegetal 55 459 822 | 398
via bles
Wholesale | o s | 564 29.6 96.4 88.7
Markets
Livestock 55.3 781 90.7 39.9
Fishery 74.6 97.1 96.3 61.6
Source: Kim et al. (2008).
4. i RSN e AHlel ¥ EA

41, g REUMC 2

CHYOtES| QYUY OiE TEHIE 4HERH 01E0| 7t H2
St Hjof =2 1E0| 28 & =& A= LIEHHL 3t
2 OfE HIE2 11%0|Lt 2 OiE HIS2 20% +FO|Ch. +1
OZle] ed g 78HE ¢4mEH DiE0| 7t X2 EeY
of Hlof 2 DiEOl 1.258) &= LEIHCE ALY OiF H|
2 13%0|Lt =2 OiE H|IS2 16% +FOIC} (Table 3).

<Table 3> Shares of Sales by Day of the Week

Hypermarket Supermarket

Monday 11.6 12.8
Tuesday 11.2 12.9
Wendesday 11.6 13.9
Thursday 121 13.8
Fryday 13.7 14.9
Saterday 19.6 16.0
Sunday 20.2 15.7

Source: Korea Chain Store Association (2012).
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S AR =ES U2 dEZAE HAISHLE 2012H 9F gtzxare 420 M CiH| 7.8%, 5% 87%, 6¥ 9.3%, 7¥
10LRE 102 4U7IR| SEEYS] EOIBEAQYR, SHESAZ  107% L2 HOR ZAEIUCH (Table 7)
BRI, StaMQAE0 YRl HXE A0 T, Rz, TR,
T, FE, U S M7HQ] UX| WMEXS oz HAERA <Table 7> Changes in Order Quantity after Operation Regulation
£ HAISIRUCt (Table 4). Unit: %
April
<Table 4> Summary of Survey ltems 22 ~30 L T el HEEE
Items Rate of
Date of Decrease in
Survey Set. 10~ Dec. 4 2012 Order Quantity | -7.8 8.7 9.3 107 -9.1
Farming Corporations 58 Compared to
Previous Year
Respondents
Agricultural Cooperatives 59
i RS8N A oA Al o, HE ©ot 25t 278 &
Selling ltems % %X'"E —JF—Al'E%ﬂ 91%=E }—Al-El()?A-IEl-' %'é*xf% EHgI'EE IEIF
SToL Q5IES Z=AfeE AL, HMUME ML M2 E e A
Annual Sales oz Qg M ChH| 42 9.3%, 5% 11.3%, 68 11.3%, 7Y
Shares of Sales Accounted for by 14.6%0| LECH} QI8 Q7 SHAMBIQICE 0|2 WECH} ol &
Large Scale Retailers Ciul - o o o o
H 1%E = |:|:14.,__]_o _,,_11_0 .,_J1_o 7.,._]1_0
Decrease in Order and Price by =t g %S S5t 42 08%, 538 1.0%, 63 1.0%, 73 1.3%
Survey ltems Large Scale Retailers E UA4B= ACE AHLHEICE (Table 8).
Decrease in Employment
Method of handling Decreased Order <Table 8> Changes in Price Received after Operation Regulation
Prices Receives when Selling to Unit: %
Other Marketing Channels April 22~30| May June July |Average
Opinion gn :RegRqut!lon of Large 5 Likert Scale Rate of Decrease
cale Retailers . . .
in Price Received 08 1.0 1.0 13 A1
Compared to
EACHY AR SEXFO| BR DhEU2 13659, 05 5 Previous Year
Oa S 28 HES o 354%2 0|5 iE /5284 ¥
T HENU2 4949200t EAE HE22| F8 FgE=YE HIT
= It 27.6%, M2 23.0%, iR 13.8%, it 18.4%, 5= 9 flo] 4 ZNE S, OY /M 2 23 R gfY
7|EF 17.2% Ot} (Table 5). B FYAIZE FH A O, UFYLS 91%, HELIHE 11%
Zasto] AX| MAEEO| ¢zt OjES 10.1% FOIE ez F
<Table 5 Shares of Sales Accounted for by Selling Items YEICH (Table 9)
Unit: %
e o= HotE2 ofgfol Aoz FGRAS.
Fruits Vegetables Fishery Others - I EUHTE = (1+LHF S )x(1+HELVHBSE) - 1
= (1-0.091)x(1-0.011) - 1 = -0.0101
Shares 27.6 36.8 18.4 17.2
Note: Other items are pork, mushroom, honey, and etc. <Table 9> Decrease in Sales due to Operation Regulation
Order Quantity Price Received Sales
M8 XAl Zn
422 2% A 21t -9.1% 1% 10.1%
SEA2| 48.1%7t Y REUM UM HAl O, &S &
& S BEEO0H 878 BE A2 BRI (Table 6) MR MMENY OfF W2lE SHE0, 54 Y MEEY
2 ojzo| 7% LBt FsmBHCIM SYARELIS 13%
<Table 6> Impact of Operation Regulation on Large-scale Retailer§ UASH oz AHE|0| Yus=BHEHO| Ol =AS|AMHOIo| m|s|7}
Utk o 2 o2 BMEQIC (Table 10). &E AY AX|IZE b
Decrease ir.1 Order Decrease.in Price &l =Qieolo| mBolo] ATjECR M 2 Z{S =QEolo| Y
Suantty Recelvec QE Rl 72 BIZ0| 27| HEQl HOR WEFECE
Shares 481 9.1

20123 4g 229, OfY RSYM &

S A 2Al o=, oY
FESYMZREO| T2 9.1% Yoo A2

2 TAE[QUC EE
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Sy AE =Y Hatg = (1-0.061)%(1-0,011) - 1
= -0.071

SYYCIAE IEH B3 = (1-0.0122)%(1-0.011) - 1
=-0.132

<Table 10> Decrease in Sales due to Operation Regulation by
Organizational Types

Unit: %
Order Quantity | Price Received Sales
Agr|cu|tqral 6.1 11 71
Cooperatives
Farming 122 1.1 132
Corporation
Total -9.1 -1.1 -10.1

20113 71 " RS8M A2 s4E g2
HO|H O|F HESHH Y RSUM A= 2t S0 LA
MZFHO| A0i7|E OhEA2 AL 6714947 ook Aoz FF

I} (Table 11).

<Table 11> Decrease in Sales of Producer Organizations due to
Operation Regulation

(Retail Value)

Unit: 100 Million won

Decrease in Sales
due to Store off
Regulation

Total Sales of
Agricultural and
Fishery Products

66,475 -10.1% 6,714

Decrease in Sales

d
ox 1M

oy i rz it 9t Ok qjo

JejLt, &7]9] B2 HEARSYMS fEH, F A047t
J|Ee 2 ZMEIoDZ MX|9 SAE E F2 HIE =
7] RIBiME OHRUZIE 7|EC2 Mg Hado| QICt O|F 2
2007440] &7t4=FE 55.3%E X850 MX|71F 7|ELR

AKSHH (Kim. et al., 2008), 4tX|7tA 7|& (RS YH el s+
= FE%2 3x 6,756YR0|CL MM MX|7HH T|1ELR

I, ChE RSN HZ Qst S0{Y AKX MAEZEO D=

Ao 7t 371294QIQ ZHoz =HMEICt (Table 12).

F

<Table 12> Decrease in Sales of Producer Organizations due to
Operation Regulation

(Producer Value)

Unit: 100 Million won

Decrease in Sales
due to Store off
Regulation

Total Sales of
Agricultural and
Fishery Products

Decrease in Sales

36,756 -10.1% 3,712

F20| ME fARSYHC FRE Iz HaE
0| 8.1%, XA 12.8%, =4t 18.1%, == 4 4
HNOE ZAML|O| MEEO| ofst =4+ B H o2
20| dot 55 U 7|Ef 2OIELE 2 A2 EME|RUALCt (Table
13).

<Table 13> Decrease in Sales of Producer Organizations by Selling

Iltems
Unit: %
. Vegetable | Fishery | Rice and
Fruits S Products | Others Total
Sales -8.1 -12.8 -18.1 -4.3 -10.1

HRSYH 2F Aol N2|YHS B 594%7 BY=
DAECR F3HE o2 ZAEIROD, 1 9 M2e T HH
(®A, THBBE 5) 94%, H7| 94% AYEHAYOR ot
6.3%, 7|Et 15.5%(RIDXZE )2 ZALE|QICH (Table 14).

RSl Fu W Az AaY XSO (jE20)
Y SOjAEOR SoE(0] B HUON Zoko| Sutete
ST LMBIRICE Y E7I(~374Y) MFO| THs BRL W
ZaRe Wn2 MY X3 B61E EEOAL BRI

SOl AR 7[5 o2 ZALEQACH

2 ) o

<Table 14> Methods of Coping with Decrease in Order Quantity by
Large-scale Retailers

Unit: %
Sellmg at Beveloping . Selling at
Public Dumpi Local
New Others
Wholesale Channels ng Wholesale
Markets Markets
Shares 59.4 9.4 94 6.3 15.5

O REA olelel Bt A22 Edotel LF UAEO| 50%=
O RSYUM ZSHAEM 7HAS WA 2ol 0lF NE ¥

<Table 15> Changes in Prices When Selling through Alternative
Marketing Channels
Unit: %

Increase |No Change| Decrease Average

Change

Rate 0.0 50.0 50.0 -21.9

18
el

Ef2 Soilgol SotES H8Y FS oY RS
LAl EIFR B0 WA OfSULS %7t 2352902
MEICH (Table 16). EIAR WA DA ME|74 7
SN SAE OjF 7R UF ¥ ZAE0| YR 4%
8510] CHE T} 20| AMSHHCE

|0

AN
Mo 22
mjo o2t Hu m

22 o 4% ¥

£
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N

4 71E S48 g 72 = 3% 6,756 )

t
B2 #3g = €FgaT x EHER EoHlE x BHER &



78 Dong-Hwan Kim, Sang-Mo Ryu / Journal of Distribution Science 12-2 (2014) 73-79

EHEZ E9liE = UX7H 7IE SHE i 2 x BHE=

+5lg

<Table 16> Sales of Alternative Marketing Channels
Unit: 100 Million won

Total Sales Decrease in Sales of
of Percentage | Decrease in | Alternative
. Order by . . .
Agricultural Larae Scale of Alternative Price Marketing
and Fishery Retgailers(B) Channels(C) | Received(D) | Channels
Products(A) (E=AxBxCxD)
36,756 -9.1% 90.6% -21.9% 2,352
O RS2 ARz ot 50 el arits AR Wit
ZZo| Azt iE A 3712 R0M EtE=E =3 OiE 2,352
AUES HMelsto] Aldrg = ALk 192 O FSEM LA
7t X2 82, S01Y AR YARE =Z|9] DfE2 ¢7h 1,360
& as HJo=z2 FHEIC} (Table 17).

<Table 17> Decrease in Net Sales due to Operation Regulation on
Large-scale Retailers
Unit: 100 Million won

Decrease in Order

Sales of Alternative
from Large-scale

Changes in Net

Retailers Marketing(;B)ChanneIs ( CS_::JAIisB )
(A

-3,712 2,352 -1,360
187 & 23] 2ot YA Mote| A7t Yot ==
X&E FQ, MXSEXZECl 18I il Cf3 ZARO|N
15.1%2| QIZ0| ZLATH Z{OZ XALL|RUCt (Table 18). & 23| &
20l oigt Zas 12.0%, GUAIZ Motz QIgt A= 32%2
ZAMEO FYAIZE HotECHs S22 Qo AR Ao 2
Aoz UEHRCL Ol OiE Za0 mat =F, 35t 5 LK &Y

olzio| Zt4aEe oln|sict.

=

<Table 18> Changes in Employment due to Operation Regulation on
Large-scale Retailers
Unit: %

Limitation of Changes in

Store off Operation Hour Employment

-12.0 3.2 -15.1
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<Table 19> Opinion on Large-scale Retailer Regulation

EHRL: %
Strongly " No . Strongly
Positive Positive Opinion Negative Negative
111 9.9 16.0 222 40.8
5 28

& SYHZE sogol oKX= Sgs =
iz, Mg S F= Fgcks 17 HXRS
2&2 ZAE o Z1h, SEXte| 48.1%7F HFEO|
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