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A Study on Emergence of Innovative Retailing and Its Development Process

AL ADHYHES| Zoar HFAPYo| 2ok A+

Park, Chul-Ju(2F&ZF)*, Jeong, Tae-Seok(’dEHA)**

Abstract

Since a distribution market was opened in 1993 after the con-
clusion of the Uruguay Round (UR), various new businesses emerged
in the Korean retail industry, such as convenience shops, super-
markets, specialty stores, non-store marketing methods, and cyber
shopping malls, in addition to traditional markets and department
stores. Competition among these retail businesses has intensified.
According to the National Statistical Office (NSO), the growth rate of
the total retail industry has shown a 32% increase in the past 5
years. While department stores, supermarkets, specialty stores, and
other non-store retailing venues have shown signs of stagnation at a
growth rate of 20-30%, which is similar to the growth rate of the
entire retail industry, convenience shops and non-store marketing have
shown 60-70% growth over the same period. By comparison, the
growth rate of cyber shopping malls has nearly tripled.

When applying development aspects of retail businesses through
the competition to the retail life cycle, mom-and-pop stores and tradi-
tional markets have already entered the decline phase as specialty
stores reach their maturity phase and demonstrate their limit of
growth. Department stores are now in the latter part of the growth
phase, which is still considered to have some growth potential. Big
super markets are still in the early part of their growth stage al-
though they were introduced 20 years ago. Meanwhile, retail busi-
nesses such as convenience stores, supermarkets, mail order houses,
and warehouse stores are entering the middle growth phase and are
expected to continue with their quantitative growth.

At a time when most retail businesses in Korea are in a state of
development or in the full growth stage, what kind of new innovative
retailing will appear and develop? Moreover, what growth engine will
drive it? This study analyzes the appearance of innovative retailing
and its development process by establishing a discussable consumer's
choice model through the interlocking mutual behavior of differ-
entiated competitiveness and consumers’ choice based on an aware-
ness of this issue.

The analysis of the results of this study can be summarized as
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follows. First, if a new vacuum zone emerges at the retail market
level, innovative retailing such as low price/low service or high
price/high service will emerge simultaneously. Second, if the number
of new businesses in the vacuum zone increases, this will create
competitiveness among the businesses, and each retailer will develop
raising of level. Third, if a new business that raises the level devel-
ops, competition between the new and the existing retailer will occur,
and an assimilation process between the existing retailing and the
new retailing will be unfolded. Fourth, each retailing will promote
distribution innovations in order to break the frontier of the existing
distribution technology, and other retailing will follow the innovator.

On the basis of an analysis of the abovementioned results, this
study presents the following three suggestions.

First, responding to the consumer's decision-making process on the
attributes of retail shops that promote differentiation in strategies, this
study established a consumer's choice model that can be discussed in
relation to changes in market share.

Second, this study provided an analysis of the emerging and devel-
opmental processes of innovative retail businesses using a more pre-
cise logical structure on the basis of the consumer's choice model de-
scribed in this study.

Third, the development process of retail businesses discussed in
this study presented retailing solutions regarding management aspects
on how to compose a strong retail mix that can help retail businesses
gain competitive advantages in the market.

Key Words: revolving wheel of retailing, vacuum zone theory, re-
tail mix, trading up, consumer's choice model, dis-
tribution innovation theory, retail mix, consumer's

choice model, distribution innovation
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