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2014 Consumer Markets Evaluation Index in Korea

I. Study Purpose & Method

[] The purpose of this study is to systematize and advance “Korea’s Consumer
Markets Evaluation Index”, which has been pursued as a consistent task since
2012, To this end, consumer orientation level in domestic markets has been
diagnosed through (1) establishment of “Consumer Markets Evaluation Index”
model, (2) pilot production of Consumer Markets Performance Data(CMPD),
and (3) production of Consumer Markets Performance Index(CMPI), and the
result has been reflected into the relevant policies ultimately to achieve

consumer-based market structure,

EU has been operating a system called EU Consumer Markets Scoreboard(EU CMS)
since 2008 as part of its Single Market Review, which assesses member countries’
performance in each specific consumer market from consumers viewpoint.

[] To this end, lots of activities have been conducted including analysis on the
result of 2014 EU CMS, in-depth interview with people in charge, review on
2011 Australian Consumer Survey, consultation with experts, analysis on T-price

data and consumer surveys,

I. Korea's Consumer Markets Evaluation Index System

[] Korea’s Consumer Markets Evaluation Index System has a dual structure composed
of Consumer Markets Performance Index(CMPI) and Consumer Markets Performance
Data(CMPD), each of which has its own calculation method (Refer to (Picture 1)

below),
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[J CMPD has used Korea Consumer Agency(KCA)'s T-Price data to calculate price

variation coefficient and price variation of individual product in product markets.

[] CMPI is composed of 9 evaluation items, and it takes the average value of 7

evaluation items among them,

O CMPI evaluation items: average value of 7 items, which are comparability, consumer

problems, complaints, trust, overall satisfaction, choice, price

O CMPIS I ~ MI: average value of CMPI combining switching and safety

2014 Consumer Markets
Evaluation Index

. Consumer Markets Consumer Markets
Comgasition Performance Data(CMPD) Performance Index(CMPI)
[Analysis on one datal [Assessmenp of 9 evaluation
items]
© T-price data @ comparability
@ consumer problems
Contents/ ® complaints
Evaluation @ trust
ltems ® overall satisfaction
choice
@ price
switching
© safety
[120 products in T—pricel [Total 35 markets]
Evaluated 120 products in Agricultural/ + 16 goods markets
Markets Fish/Livestock markets, Processed * 19 services markets
food markets and  General
industrial product markets
Analysis of price variation « CMPI: Average value of O~®
coefficient * CMPISI: Average value of
Analysis of price variance O~®
Outcome one—way analysis of variance * CMPISI: Average value of
O~@+®
* CMPISII: Average value of
O~®

(Picture 1) 2014 Korea's Consumer Markets Evaluation Index System
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III. Analysis of Consumer Markets Performance Data(CMPD)

(1) Analysis Method

[] The analysis methods used here are (1) analysis of price variation coefficient,

(2) analysis of price variation, and (3) one-way analysis of variance,

O Analysis of price variance coefficient: analyze the price differences among
individual products by region and by retail business type, by calculating price

variance coefficient (standard deviation/ mean value of the prices)

O Analysis of price variance: analyze the price variance of individual products

(ratio between highest price and lowest price)

O One way analysis of variance: analyze the average price difference among

individual products by region and by retail business type

[] In this analysis, total 6,140 price data have been used for 120 products in 2013
T-price list, which are annual average unit prices in each 16 different regions

and 5 retail business types.

(2) Analysis Result

[] Although there are limitations as secondary data, it was confirmed that the
results of T-price data analysis can be utilized as a useful tool for evaluating

competition status in the markets,

[] In the case of products that showed big price differences in the analysis of
price variation coefficient and price variance, the difference seems to exist in
average values among different retail business type rather than among different

regions,
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O Continuous inspection and monitoring need to be carried out regarding the
condition of the markets which those products belong to (ex, price labeling

system & retail business practice),

[] The consumer orientation level of each individual market needs to be verified
for the markets that showed big price differences such as meat market(ex, beef
& pork), bottled water market, household cleaning product market(ex, laundry

detergent & bleach), and cosmetic market including women’s essence products,

IV. Analysis of Consumer Market Performance Index (CMPI)

(1) Analysis Method

[] The survey was conducted for 500 consumers in each 35 markets (16 goods
markets & 19 services markets) that were selected through step-by-step

extraction process.

(Table 1) Evaluated Markets

[Goods Markets] [Services Markets]
Evaluation of Evaluation of

Merket Name Switching & Safety Merket Name Switching & Safety
Franchise bakery Safety House repair & interior -
Domestic bottled water - Dental treatment Safety
Imported beer - Gas service -
Mddle/l—hgh S - Domestic airline Safety
uniform
Sports shoes - Internet service Switching
Furniture Safety Sports facilities Switching, Safety
Household cleaning product Safety Cable/IPTV broadcast Switching

' Study book for infants/primary B

Complementary nutrients Safety schoolchildren
Contact lens Safety Franchise coffee shop -
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[Goods Markets]

[Services Markets]

Evaluation of Evaluation of
I N2 Switching & Safety EREL NS Switching & Safety
Secondhand automobile Safety Pension/Condominium Safety
Mobile phone Switching Hair shop Safety
Computer - Postnatal care center Safety
. Day care center/Nursery o
Camping gear Safety school/Kindergarten Switching, Safety
Pet supplies - Pension insurance Switching
Imported cosmetics Safety Funeral service Switching
Meat Safety Dining—out service Safety
Endowment life insurance Switching
Evaluation of Switching: total 10 markets . o
Fvaluation of Safety: total 18 markets Overseas tour package service | Switching, Safety
Telecommunication service Switching

(2) Analysis Result

[] The result of evaluating CMPI of 35 markets showed average score of 72.4 out

of 100, which is 5 points lower than that of the 10th EU MPI in 2014,

72.4

726

-0.2

72.2

All 35 markets

16 goods markets

19 services markets

(Picture 2) 2014 Consumer Markets Performance Index(CMPI)

[] According to the result of evaluating Consumer Markets Performance Index(CMPI)

for each 16 goods market, domestic bottled water market showed the highest
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score of 75.3 points, 5.9 points higher than the mobile phone market which was

the lowest scorer with 69.4 points,

O The other markets in the low score market group are middle/high school

uniform market with 69,5 points and pet supplies market with 71,2 points,

All markets 724

Domestic bottled water 75.2
Sports shoes 747
Househeold cleaning product 741
Franchise bakery 735
Computer 735

Meat 734
Complementary nutrients 730

|Goods markets mess—————————ee——— 7 6
Imported beer 726
Imported cosmetics 726

Furniture 725
Camping gear 724
Contact lens 722
Secondhand automobile 715

Pet supplies 71.2
Middle/High school uniform 59.5

Mabile phone 59.4
L. A

(Picture 3> Consumer Markets Performance Index(CMPI) of each 16 goods market

[ Consumer Markets Performance Index(CMPI) measured for each 19 service
market was highest in hair shop market with 74.4 points and lowest in house
repair and interior market with 70,1 points, which is 4.3 points lower than

hair shop market,

O Among the other low score groups are postnatal care center market and funeral
service market which scored 70.9 points respectively, and dental treatment

market which scored 71.1 points.
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All markets

Hair shop

Franchise coffee shop

Sports facilities

Pension/Condominium

Domestic airline

Dining-out services

Study book for infants/primary schoolchildren
Endowmnent life insurance

724

744
74.3
734
734
73.2
73.2
72.8
72.5

Services markets

72.2

Internet service

Pension insurance

Gas service

Owverseas tour package service

Daycare center/Mursery school/Kindergarten
Cable/IPTV broadcast

Telecommunication

Dental treatment

Funeral service

Postnatal care center

House repair & interior

721
721
720
718
716
714
713
711
709
709
70.1

A "y

{Picture 4) Consumer Markets Performance Index(CMPI) of each 19 services market

[] Consumer Markets Performance Index(CMPI) of 35 markets showed that there are
differences in accordance with consumers demographic characteristics such as
gender, age, region, educational level, marital status, occupation, subjective income

level and whether or not received consumer education within past 3 years,

[J “Traffic Light Method” is a tool for easily assessing the consumer orientation level in
each market through visual display of CMPI score difference between each individual

market and overall markets, which was first used in the 4th EU CMS in 2010,

Red light(@) . Markets with consumer orientation warning level, Criteria: a<b
Yellow light(©) : Markets with consumer orientation insufficient level,
Criteria: b<a<b+c

Green light(@) : Markets with consumer orientation sustained level, Criteria: a>b+c

a. CMPI score of each individual market, or average score of evaluation items in each
individual market

b: CMPI score of overall goods(services) markets, or average score of evaluation items
in overall goods(services) markets

c: CMPI score of goods(services) markets, or standard deviation of evaluation items in
goods(services) markets




8 Executive Summary

[] Out of total 16 goods markets, 7 markets (43.8%) showed CMPI warning level (@),
another 7 markets (43.8%) showed CMPI insufficient level(O), and 2 markets
(12.5%) showed CMPI sustained level(@) (Please refer to {(Table 2)).

(Table 2) Traffic Light Method : 16 goods markets

Consumer
Market Name CMPI C(_)E)niﬁtara Problems & Sai)i;/gglilc)n Trust Choice Price
y Complaints
e 72608 | 7720 | 97202 | 78707 | 7709 | 74127 | 47.2028)
Franchise bakery \7 1350 7 . 98.8 7 75.1 . 74.1 \7 74 4 . 471
Domestic bottled P
e Q@ »s 56| @ 97| @ 8| 29| @ 75| @ s
Imported beer | () 726 09| @ 90| mo| () no|@ w1|() a9
Middle/High
school uniform 69.5 68.4 10 ) 984 . 70.3 . 69.4 . 68.4 . 42.2
Sports shoes | @) 747 55 | @) 9%65|@ 61| 15| @ 8| @ 469
rumitwe | @) 725 06| @ 90| 19| @ 18| () 15| () a8
Household i A A~ . -
cleaning product | ) 41 i | () o) mi|C) nr| ) w1|@ sou

) (
) S

Complementary | @3 73 01 (C) wo|@ 23] 79[ w7 490
nutrients -
Contact lens | @) 722 w06(C) o3| @ m3]C) 25| @ 6| () 419
Secondhand
econdtend | @) 75 605 | @) 93| @ 09| @ 67| @ 10| 192
Mobile phone | @) 69.4 06| @ 9235|@ 22| @ 77| @ 22| @ w5
computer | () 35| () 28 | @ %64 w3 6| () B1|() 419
Camping gear | @) 724 | @) 16 () 916 | @ 3| 22| @ 70| @ 460
pet supplies | @) 7.2 [ @) 00| ) 916 | @) 28| @ 698 | @ 05| @ 466
tmported = (@ g9 6| () 13| () wa| () 2| () ns () 11| @ 52
cosmetics o o
Meat O wa| ) ns5| ) o7| () me| () 6| () 15| 4838
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[] Out of total 19 services markets, 11 markets (57.9%) showed CMPI warning
level (@), 6 markets (31.6%) showed CMPI insufficient level(O), and 2
markets (10.5%) showed CMPI sustained level(@) (Please refer to (Table 3)).

(Table 3) Traffic Light Method : 19 services markets

Consumer
Market Name CMPI ng}ﬁ? "8 | Problems & Saggggflilon Trust Choice Price
y Complaints
"("Seg;‘ 72202 | 705300 | 97609 | 729015 | 71.8(16) | 740031 | 46.6(26)
House repair & @
sernard @ 1 |@ 63 | @ %0 |@ 21 (@ o | @ n2|() w7
Dental treatment | @) 711 | @) 643 | w2 | w2 () mns5|() 53 |@ 44
Ges service | @) 720 [ 13| %3 |@ 75 |@ 01 |() 15 |@ i
Domestic airline [( ) 732 [() 731 [@) %6 |@ 13 |@ 2 |@ 107 |@ 42
nternet service |@) 721 | 709 |@ %9 |@ 726 |@ 70 |@ 19 |@ 496
Sports facilities | () 734 |() 124 |() 918 (@ 75 |@ 7.3 |@ 7138 |@ 505
Cable/IPTV
el @ e |@ o5 |@ w0 |@ 17 |@ 09 |@ 0 | @ 503
Study book for | -
infants /primary | () 728 @) 701 |@ 986 |@ 721 | 2o |@ 9 |@ 494
schoolchildren | B
Franchise coffee 0
s Q@ u3|@ 8 |() w4 |@ 73|@ 135 @ 209 | @ w0
Pension/Condomi |/ Y Y Y
wondomi () 734 | 0 |@ 913 |@ e [ 123 |() 765 |@ 64
tair shop  |@) 744 |@ 73| w4 |[@ 7o | 21 |@ w4 () a1
Postnatal care O O
natal e\ @) 0.9 |@ 694 963 () 14| 125 | @ 105 | @ 0
Day care center -
/Nursery school |@) 7.6 |@) 637 [() 916 |@ 728 | 126 (@ 721 | @ 60
/Kindergarten - -
Pension € 0 \ K\\ \ K\\ \ K\\
seson @y 21 (@ es1|() s |@ w8 |() mo () s |() a7
Funeral service | @) 70.9 @) 635 |[C) 981 |@ 701 |@ 605 |@ 710 | 483
Dining-out | ® 7 ® )
mg ot (@) 2 (@ 2| o7 | ns |@ mo|() 4 |@ w9
Endowment life |/ N O O O
ovment We | (@) 725 (@ 683 |() ore (@ | m2 () 1 |() 6
Overseas tour ) O
s soice | @ 18| 06 | @ 13 |@ 121 |@ 104 |@ 128 | a6
Telecommunicati D )
communcatl | @) 3 | 20 |[@ %66 | B2 |@ 607 |@ 720 |@ w6
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V. Implications

[J] This study is meaningful in that it has evaluated market performance from
consumers’  viewpoint, thereby generating basic data and suggesting major
policy implications, which will contribute to the improvement of markets to be

more Consumer—oriented,

[] First, 2014 Consumer Markets Performance Index(CMPI) is composed total 9
evaluation items (7 items that went through pilot implementation process in
2013 and 2 more items - price and choice), and its validity has been verified

through consultation with experts,

[] Second, the result of CMPD analysis using T-price data showed that the price
variation coefficient among different regions is higher than that among different
retail business types. Therefore, the consistent inspection(on the existence of
price labeling system and business practice of retail business type) over the
markets with price variation among different retail business types(ex. beef,
pork, ice cream, bottled water, laundry detergent, bleach and baby lotion)

needs to be performed,

0 Third, the result of CMPI evaluation over 35 markets was 72.4 out of 100

points.

O Among 16 goods markets, 7 markets(43.8%) were evaluated to have CMPI warning
level with red light. Those markets include mobile phone market(69.4 points),
middle/high school uniform market(69.5 points), pet supplies market(71.2 points),
secondhand automobile market(71,5 points), contact lens market(72.2 points),

camping gear market(72.4 points) and furniture market(72.5 points).

O Among 19 services markets, 11 markets(57.9%) turned out to be red light
markets with CMPI warning level, and they are house repair & interior market

(70.1 points), postnatal care center market(70.9 points), funeral service
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market(70.9 points), dental treatment market(71,1 points), telecommunication
service market(71.3 points), cable/IPTV broadcast market(71.4 points), day care
center/nursery school/kindergarten market(71.6 points), overseas tour package
service market(71.8 points), gas service market(72.0 points), pension insurance

market(72,1 points), and internet service market(72.1 points),

O Among evaluation items, it seems that more improvement efforts need to be
paid for comparability, overall satisfaction, and choice, which showed the

highest proportion of red lights(warning level) in terms of consumer orientation,

O According to analysis based on demographical characteristics, female(gender),
Jeju island/North  Kyoungsang  Province(region), single(marital — status),
self-employed (occupation) and low income group(income level) showed the

CMPI lower than the average score,

The result of this study has the characteristics of basic data that can estimate
competition, efficiency, and consumer-orientation level of the markets, and, therefore,
generation of one-time data is not very meaningful, Therefore, in 2015, the number
of evaluated markets needs to be expanded from 35 markets in 2014, so that the

result can be used as Korea’s universal Consumer Markets Evaluation Index.

O High-quality consumer database needs to be established, which allows us to
evaluate and predict the change in consumer-orientation level of domestic

markets through consistent data production and analysis for at least 3 years,

In the future, it is also necessary to conduct a more specific market study
focusing on those markets evaluated as markets with consumer orientation

warning level and insufficient level during this study period.,

O Those markets that require further study include mobile phone market,
middle/high school uniform market, house repair & interior market, postnatal
care center market, funeral service market, secondhand automobile market,

and telecommunication service market,





