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Abstract

A Study on the Principle of Location and Agglomeration

based on the Probability of Success about Purchase

Kim, Ji Hyun

Department of Civil & Environmental Engineering
The Graduate School

Seoul National University

There have been numerous previous studies on patterns of
business location, from the early classic central place theories
to the more recent studies. One of the key findings of the
classic studies on business location including central place
theories developed by such economists as Hotelling, Christaller
and Lésch is that the formation or agglomeration of business
areas can take different shapes in different cities and the
factors that decide locations exist. Many of these studies,
however, adopts city as their unit of analysis to determine
optimal location, which makes it difficult to explore location
patterns of individual retailers. Furthermore, it bears limitation
in explaining how human behaviors influence spatial economy.
None of the studies by forementioned scholars examined what
factors determine the spatial pattern of a specific type of
business and the impacts of the goods characteristics or the

type of business on retail location are also to yet be measured.

It is important for both suppliers and consumers to investigate

how retailers are located. For the suppliers whose concern is



maximizing profit, information about commercial centers of
specific business is vital for their business location decision.
For the consumer, on the other hand, can help optimize their
purchases if they can decide whether to choose nearby local
retailer or to travel a long distance to shopping centers. These
two aspects, unfortunately, have not been addressed in
previous related studies and little is studied about the benefits
agglomeration of businesses can bring to consumers and

suppliers.

This study conducts an investigation into the principles of
business (retailers) agglomeration, followed by a thorough
review of previous studies and simulation analysis. The

following procedures apply to this study.

Firstly, to explore the principles of business location and
agglomeration pattern, reviewed are the theories from the late
1920s to the more recent ones. ‘Purchase Success Possibility’,
an original concept of this study, is then suggested and is
defined in diagram form with the concept of agglomeration.
Discussed in the next place is the influence of business
agglomeration on consumer choice and suppliers’ profit, based
on which the benefits of agglomeration are explained. This
study argues that unbending travel demand curve raises the
Purchase  Success Possibility by  demonstrating that

agglomeration of businesses reduces transportation costs.

Secondly, to examine the causes of the level of business
agglomeration, goods and services are assorted into three
groups: ‘dispersed search good’, ‘dispersed experience good’
and ‘agglomerated experience good to recognize different
business characteristics. This newly proposed classification is

applied in comparison analysis of the agglomeration levels of



individual business according to which goods with lower
standardization level and less search information prefers

agglomeration.
The main findings of this study can be summarized as follows.

First, this study suggested the concept of ‘Purchase Success
Possibility” to explore the principles of business agglomeration
pattern that was overlooked in the previous studies based on
which the causes and the effects of retail agglomeration. In
terms of ‘Purchase Success Possibility’, agglomeration of
businesses increases the benefits of both suppliers and
consumers and this is contrary to the classical view of classical
spatial economics that holds business agglomeration decreases
consumers benefits and causes suppliers’ loss. It is also shown
that the relaxing transportation curve can help to raise
‘Purchase  Success  Possibility’ and induce  business

agglomeration.

Secondly, a simulation analysis found out that the business
agglomeration level depends on goods characteristics. Other
players, along with basic characteristics of goods, in the
agglomeration of businesses are the level of search information

obtained by customers and goods standardization.

Thirdly, based on the calculated agglomeration levels of actual
businesses from a simulation analysis in the light of product
standardization, it was discovered recognizing contributors of
goods vary depending on the regions. This may imply that there
is a gpatial disparity in search information given to each
customer and the same business’ location and its level of

agglomeration can be different in different regions.

Lastly, this study adopts Voronoi Tessllation method to



determine investigate patterns of business with irregular
locations and developed business impact area model that

reflects location characteristics.

Dedicated to an investigation into the principles of business
(retailers) agglomeration, this study argues that disbanding
transportation cost curve can raise ‘Purchase Success
Possibility” and lead to the agglomeration of businesses. Also, it
found out that the business agglomeration level depends on
goods characteristics. Hopefully through follow-up studies with
larger analysis targets backed up by greater characteristics
data, more insightful results are expected to come out in the

future.

Keywords : Purchase Success Possibility, Location, Agglomeration,

Transportation Curve, Spatial Analysis
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