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Empirical study of the scale economies of office buildings in Seoul
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'Dept. of Real Estate, Semyung University
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Abstract The concerns for higher returns among investors in Korea are increasing as local interest rates lag behind
the global market. The aim of this study was to provide a basis for estimating the precise return on investment to
private investors and stakeholders of office buildings by identifying the optimal scale estimation of office building
space, derived from managerial expenses. The literature on the economies theories of scales were reviewed, and the
average administrative costs on an appropriate scale were assessed by cross-analysis and regression analysis using the
U-shaped quadratic and cubic function. The findings suggest that the average office building managerial costs are
approximately 6-11% according to the region, 10-13% according to the grade, and 8-9% according to size.
Corporate-owned buildings represent the highest in terms of the average managerial costs, and there is an
approximately 11.5% difference when it comes to outsourcing. In addition, the elapsed year showed that
approximately 5.3 years to meet the lowest U-shaped curve of the average managerial cost. The 'Total floor area'
variable shows a (-shape as it continue to increase to 72,000-Pyung then decrease gradually. This study presents the
fundamental proposition of efficient and practical management of cost, lease and operation for real estate management
firms by utilizing LCC.
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[Table 4] avg. management cost by grade

st.d
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51

4900

6131
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421
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division

Prime

[Table 2] distribution of grade & district
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[Table 7] avg. management cost by management
division
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total
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[Table 5] avg. management cost by scale
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[Table 6] avg. management cost by ownership

division
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public

corporate
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this study
seoul
over grade B

manage. cost
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(2013)
manage.
cost
224
eoul
O
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S.H. Min
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over 3,000m*
O*

whole country

Y.J. Yang
(2013)

manage. cost
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whole country
O

repair

Y. J. Yang
(2010)
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W. G. Jeong
repair &, energy

multi
total
division
variable
data
building age
stories
gross area
district
dis.rate
total income
expenditure
manpower
parking
facilities
management
expense
ownership
. significant variable

dependent

data characteristic
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d
e
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e
n
d
e
n
t
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[Table 8] variable summary of advanced research
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(quadric function of parking)
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[Table 10] result of analysis
nonstandard standard
division coefficient coefficient t p-value VIF
B SE. B.
(constant) 37560.5 3295425 11.398 .000
gross area 009 035 021 266 790 4155
site area 129 .306 029 A24 672 3.048
stories 1382 55.648 168 2434 013 2983
building age 8.3 30.845 117 2541 011 1.368
parking -2.187 1.870 -105 -1.490 137 3.207
elevator -117.071 91.686 -.107 -1.277 202 4.589
ratio of exclusive area 10144.14 3189.9 150 3.180 002 1.437
district -1867.5 26865 -.309 -6.951 .000 1.281
management -2357.29 751.06 -132 -3.139 002 1144
ownership -1454.5 31017 -.186 -4.689 .000 1.024
grade -3372.22 47846 -A11 -7.048 .000 2.204
Adj. R? = 0424, F = 26066
|, dEA o8 E Ao 83 datadll A #EJH]Ee] Ak Zo]E Holm CBDAHo] 71 = YEst &
QUi R AFFANA )9 AR E o}AA ABAL  FWEE PrimeSHol 7HE A tehda, ST o
Ymon TR RREA EH Sl Q= Ao®  10~13% o]} ths Aow ¥AHT. AATFE 34
debdTh o) FH 23~ s #EH] Aol & o {F9E Hlolgtu AZe AWAM S Hidu S
ARrke Aol o 33%e) Beln) Ado] EAlgTtn o] Ak Frkshe AeR vehbuA oo~y
FA% AN FasiA] et Eoi3]. whebA] g5 3 do] M EA YR L, FRER 8~9%AH0] 7} e
gulge] Gl AR FA7E ARALANA AR Ao BNt B afFAERE YOAFNY
A E o Aol ojn] Qi ATANL £EE o Brweiu o] /b BA BAHEAL, UmA A
Ao R}, &, A Y AFFAE A FEoE ey
W, BHA GO3 WER e 84S T AEelRe) e Panense AAuse o
WY Aolo] uel FarpelulGlw Aok gl A Ul s A kel & S o 115% o)
o2 Yehylth & F8ude] 4&5E PudAelEe Ut JdE oz EAHI
Z7kshe Aoz BAAN olgldlE Ylatd A%, Ee Fwueiulgo] Aavk B wel 2A A3
Aol RAAAY A%, Bl 49 5HY A A5 & FY] A3 PP 24 58 Bgel BN A
5 FEdEnl g Sk Ao A H0, YA 3 Aabd® W (A 2)9 20E sk o R U
7Nz2E AN A Aol TUe ARt et ERTE wpebA] R AAA Y] A AHdEE
ok 53d0] 7Hg ol UAE B ateln) § 348 04
715 Ao E et dWA Wee B dAqtdA 7Y
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