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ABSTRACT

Reseache About Operation Method
of Department Store

—Focusing on Purchasing Method

Kim, Kyo Sik
Dept. of Business Administration
Graduate School of

Sungshin Women's University

Although Korean department store industry developed with high
growth rate, many of mid/small sized department stores were closed or
due to opening of the circulation market in 1996 and IMF financial crisis
went through the Mergers and Acquisitions (M&A). As a new
distribution channel appeared, department stores’ growth rate and rate of
operation income decreased.

Department stores did not resist or change, responding to rapid
changes of market, but department stores emphasized on external growth
through M&A and opening new stores. As a result, unfair trade by
using prominent position within the relationship between the store and
suppliers, such as excessive commission to supplier or handing over all

of the risk by the sales, is being criticized socially. At the same time,



the government is strengthening the regulation for unfair trade with
dominant power through enactment of business law.

Moreover, since the government’'s policy, creative economy, as known
as Win-Win partnership, is supported, it is time to seek for ways to
grow together, including large and small companies, to have fair trade
between those companies as a same stance, in order to eliminate the
unfair trade occurred by dominant power of large company, which were
considered as traditional practise past time.

Therefore, this thesis analysed current situation of national and
international department stores, and researched management method for
consistent growth of national department stores by analysing correlation
of operating profit rate, purchasing method, and sales revenue of the
department stores.

As a result of the research, purchase method of 70% of the items
selling in national department stores is brand—-named items, purchased by
certain purchase method, which means that department stores are not
able to decide the price. Those method, which is just for avoiding risk,
Is not a appropriate management method since it has lower operating
profit rate than direct purchasing, and it is only for the short-term
outcome. Korean national department stores operated with certain
purchase method, which is made before the Korean national department
stores began, and also has lower risk—taking. Compared to it, purchasing
method of department stores in United States and Europe is mostly
direct purchase method, which refers that the department stores purchase

and decide the price of the item and make sales on multi-shop as item



by item. This method has higher risk, but it also has higher operation
profit rate. However, it has achieved better than certain purchase method
by recruiting professional HR and Risk Reducing System. . National
department stores will have to switch into direct purchase method in
long-term point of view.

This research suggested the method for consistent growth of the
national department stores! training or recruiting professional HR and
using direct purchase more by strengthening capacity of the department
stores. In addition, method for consistent growth and growing supplier
and national department stores together by applying CSV (Creating

Shared Value) is suggested.
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