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A Study of Hypermarket Catchment Areas and their Impact on Local
Economies
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Abstract

The purpose of this study is to determine the influence of hypermarkets on urban economies and
markets, and to identify their characteristics. The impact of hypermarket development on local
economies and residential property prices, and the catchment areas of hypermarkets have been reviewed
and the findings are summarized as follows. First, the Regional Input-Output Model was used on 19
hypermarkets in Daegu and 7 hypermarkets in Suwon to determine the impact hypermarkets have on
local economies. Contrary to the common belief that a hypermarket would weaken the economic
foundation of a city as existing small retailers diminish in number, the research revealed that a
hypermarket actually has a significant effect on raising productivity and creating added value and new
jobs. In Daegu, hypermarkets have had the effect of generating productivity improvement in the form of
1,179,607 million won, added value of 501,891 million won and 25,714 new jobs. In Suwon, the
effects were 661,569 million won of higher productivity, 274,315 million won of added value, and
4,740 jobs. Such findings suggest that if a hypermarket enters a region, jobs are created for local
residents, thus contributing to the local economy. Second, through a survey on 11 hypermarkets
nationwide, changes in prices of multi-unit housing in areas with hypermarkets were reviewed to
identify the effect hypermarkets have had on residential property prices. From the review it was clear
that rent prices start rising, 6 months to 12 months prior to a hypermarket’s arrival, when it becomes
evident that the advent of a hypermarket to the area is imminent. Comparing rent prices and sales
prices, it was found that the rise in rent prices were more significant than the rise in sales prices,
indicating that rent prices of multi-unit housing are more sensitive to a hypermarket’s opening than that
of sales prices. Meanwhile, it was also found that a hypermarket’s opening impacts the prices of
housing units within a 1-kilometer radius, which the prices of units sized between 10 to 30 pyong,
being particularly affected and thus indirectly reflecting the characteristics of main hypermarket shoppers.
Third, from data on 920,000 customers shopping at 26 Homeplus stores across the country, the
catchment area of a hypermarket showed differences between a residential area and a commercial area
but showed no difference resulting from the size of a city. This disproved the prior assumption that the
size of a city would influence the catchment area of a hypermarket. Outlining the catchment area of a
hypermarket in a residential area and a commercial area based on the ratios of registered customers
living in the primary, secondary, and maximum catchment area, the study found that for a hypermarket
in a residential area the primary catchment area is a 2.2-kilometer radius from the hypermarket, the
secondary catchment area is 4 kilometers, and maximum catchment area is 8 kilometers, while those for
a hypermarket in a commercial area are 3 kilometers, 5 kilometers and 9 kilometers, respectively. The
catchment area of a hypermarket in a commercial area was identified to be wider than that of a
hypermarket in a residential area. Based on these findings land use in the surrounding area can be a
key consideration in the future for hypermarkets planning to open new outlets
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