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An Empirical Analysis of Business Survival and Failure in the Cultural Districts
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Abstract

Focusing on the fact that the institutionalized cultural districts offer comprehensive incentives to all designated busi-
nesses regardless of their specific characteristics, this study aims to analyze the expected business longevity and to
empirically estimate factors affecting the rate of business failure. Using local accreditation data and survival analysis, this
paper empirically discovers the following. First, a risk of failure is affected by the type of business. In our analysis focusing
on the cultural districts, commercial businesses face a higher risk than cultural businesses due to their trend-sensitive
characteristics. Second, it supports the previous finding that small-scale cultural businesses are much vulnerable even
after controlling for other explanatory variables. Third, both cultural and commercial businesses established after the des-
ignation of cultural districts have higher failure rates than that of those established before the designation. This can be
explained by the early-arrivers' locational and business advantage. From the empirical results, this study concludes that
the current management system for the cultural districts is not effective enough to fully embrace diverse culture-related
industries in the areas. To increase the diversity and creativity in the cultural districts, the management system needs to
be improved further in consideration of individual business characteristics.
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Table 1. Descriptive statistics

) mean s.d min. max.
Parameter Unit N
frequency (%)
4712t Survival time (%) Days 2,961 2,985.0 2094.5 2.0 6,011.0
251 Cultural business 751 (25.4%)
USFY O A0 0
Business type =448 Restaurants 2,961 1,845 (62.3%)
AZY Food business 365 (12.3%)
JrapsEs, 0
ARl EN bSESHN Open before designation 2061 1285 (43.4%)
Business Opening time 0| S &IA} ' .
characteristics Open after designation 1676 (56.6%)
orx
Sl (100m?) 2945 27 4.4 0.0 79.0
Business scale
IPSEPN 15 First floor 715 (37.6%)
I'::;E'O_'_ 1,900
or a9l ete. 1,185 (62.4%)
ZTIA
gargs (&) Years 2,443 30.1 156 1.0 102.0
Building age
AR 100m? 2,961 42.4 89.9 0.1 570.1
HEEYN Gross floor area (100m?) ' : : : :
Building N olo v N
characteristics ~ 587177 #S Existence 2961 989 (33.4%)
Elevator 9l None 1972 (66.6%)
ERT A
SFAI () Total number 2,961 107 337 0.0 418.0
Parking spaces
Hoic 2 201y = 25m Yoe! 730 (24.6%)
ax| =8 Road width 520/t <25m ’ 2231 (754%)
Locational
characteristics xjeine QIAS  Insadong 2061 1,107 (37.4%)
Regions t§5t2 Daehakro ’ 1,854 (62.6%)
7 2 A A4 o] Kol &85 AT AAI7F 2927042(38.9%), ©1F &
£g G AR QA7 4597422061, 1%)0]) SLHR ©]F Alole] 5
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R LT 9697), AERL & 365714 (HHo1d 11770, 214 ol 2487H)
g Culural Business 2 s, BebT A4 ol ARk gRle) ddgiwel
S| |=—— Restaurants
g | [ +x= Food Business daye) O = A& 5 ATHFigure 4b, Figure 4c). °ol2fRh A=
%0 1000 2000 3000 4000 5000 o0 WEE 9(018)7F A|F 3t vie} o] 27] A2 AAI7F FL ¢
Figure 3. Kaplan-Meier survival estimates A5 ARsEAL o] AR 717E S8l & TS HigeE 1
R 9 el B i) el Ao AEE 4 it
81919] A9 OF 11.119(4,054%), SAFAL 505918312,  AF7HA THE@-njolo] HEUSE o) §3te] U, A
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Figure 4. Kaplan-Meier survival estimates by business types
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Table 2. The results of Cox proportional hazard models
Parameter Model 1. Model 2. Model 3.
Total Cultural Business Commercial Business
Variable Unit b exp(b) s.e. b exp(b) s.e. b exp(b) s.e.
S A
B o 0.578** 1783 0.139
olzos Restaurants
Business type  Ajzoq
P _es 1.364** 3910 0.147
Food business
GH EH KA | 0|=8g2f=1
Business S_énin time After 0.684** 1792 0.112 0453** 1573 0229 0.815** 2260 0.129
characteristics pening designation
axir = | ? 0.121*  0.886 0.049 -1.587 ** 0.205 0532 0.047 1.048 0.045
Business scale n(m?) - ' : o : : : : :
YIS 15=1
Floor First floor 0.053 1.054 0.097 0.607 1.834 0.443 0.094 1.099 0.099
ZIEA |
gj—ilranTgage E\?e)ars) 0.004 1.004 0.004 -0.006 0.994 (0.009 0.006 1.006 0.004
S 2 *xk *kk *kk
HE2 EM Gross floor area In(m?) 0.299 1.348 0.070 1.455 4282 0502 0.332 1.394 0.078
Building
haracteristi SAIIRT 2S=1
charactenstics = 8 tor Existence 0.306%* 1357 0.118 -0.023 0977 0311 0.370** 1448 0.129
SFALC (¢h) -0.005** 0.995 0.002 -0.003 0.997 0.005 -0.006 *** 0.994 0.002
Parking spaces  Total number ' : ' : ' ' ‘ ‘ ‘
0 Ab=
oIx| 44 SIS ROSST 0077 1080 0105 0168 0846 0286 0243 1275 0114
Locational o~ ;\)\E
characteristics éleaiﬁs l;SLCd’;;g -0.292*+* 0.747 0107 0.693 ** 1999 0.262 -0.425** 0654 0.123
Log-likelihood -3618.02 -545.15 -2813.23
LR chi-square 196.79 *** 17.08 ** 126.76 ***
N 1611 460 1,151

note) ** p<0.01, ** p<0.05, * p<0.1
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