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ABSTRACT

The purpose of this study was to explore the consumer responses such as willingness to
pay premium and purchasing cost for fair trade coffee as an ethical product while considering
the treatment effect of consumer knowledge. First, the levels of consumer knowledge,
willingness to pay premium and purchasing cost were presented. Then, the influencing factors
on willingness to pay premium and purchasing cost of fair trade coffee were analyzed by
applying the treatment effect model. From the results, first, the level of willingness to pay
premium was high and consumers having purchasing experience of fair trade coffee spent 9,923
won at once, while less than half of the consumers knew the fair trade coffee. Second,
consumer knowledge, ethical judgement, perception of price value, education level and pocket
money significantly influenced to willingness to pay premium, while consumer knowledge,
information evaluation, importance of fair trade criteria and level of education significantly
influenced to purchasing cost for fair trade coffee. Especially, consumer knowledge of fair
trade coffee was an important influencing factor for willingness to pay premium and purchasing
cost indirectly as well as directly. Thus, this study might provide some useful information
for consumers to choose the ethical behavior and the related companies to create effective
promoting strategies for ethical products.

Key words: ethical product, consumer knowledge, willingness to pay premium, purchasing
cost, treatment effect
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Table 1. Description of the variables

Variables Measurement
Purchasing cost
for fair trade How much did you pay for purchasing fair trade coffee at one time? ( )won
coffee

How much more would you pay for fair trade coffee? Now coffee americano(340ml) is selling by
Willingness to 4,000won for fair trade coffee and 3,800won for other coffee at the same place?
pay premium for none= not at all(=0),
fair trade coffee premiuml=price for fair trade coffee - price of the other coffee(=1),
premium2>premium1(=2)

Consumer How would you rate your level of knowledge of fair trade coffee?
knowledge O=not at all knowledgeable, 1=very knowledgeable
vl ° Fair price is important.

v2  Opportunity of prefinancing production for local moneylenders is important.

Perceived  v3 Price stabilisation mechanisms are important.

importance v4  Investment in local public goods is important.

of fair trade v5  Intervention to improve working conditions is important.

criteria v6  Attention to the environmental sustainability of productive processes is important.
v7  Full information on how the price is determined along the value chain is important.
v8  Creation of long-run relationships between importers and producers is important.
v9  Purchasing fair trade coffee is better than purchasing other coffee.

Ethical v10 It is morally desirable to buy fair trade coffee.

judgment  v1l  One should always consider the moral implications before purchasing fair trade coffee.
v12  There are moral reasons for purchasing fair trade coffee.

Perceived  v13  Purchasing fair trade coffee is not valuable.

value of  v14 Purchasing fair trade coffee is not worth it.

pricea v1l5 Purchasing fair trade coffee is a waste of money.
vl6 I need additional time for finding information on fair trade coffee.

Information v17 1 need additional time for finding store information of fair trade coffee.

cost(time) vI8 I need additional time for finding production information of fair trade coffee.
v19 I take more time to find fair trade coffee than other coffee.

Evaluation of How do you evaluate information provisions regarding fair trade coffee?

information never see, hard to find or not enough, enough

Accessability of Can you buy fair trade coffee in a store or shop near your house or workplace?

store 0=no, l=yes

Purchase Have you ever purchased fair trade coffee in the past?

experience 0 = no, 1= yes

Sex male, female(=1)

Age 20’s, 30’s, 40’s, 50’s, more than 60’s

. high school graduate, less than 200,

Education . .
higher than college graduate Household income 200- less than 350,
less than 20, (10,000won/month) 350- less than 500,

Pocket money

B than 500
(10,000won/month) 20-less than 40, more than

more than 40
* Preeived value of price was recorded and included in the analytical model.

3) gutd o2 VAR E HHOE drtARS Bl e AHFoE G835 oA BRI 49 A
gto 24 Anx MeEAA ol #A3HA H. oo EHEH O] ATFEL 714 ZEoldy WA 7FAAHRT} AA
He Wl TF 7k At fold d3E s Holal g AASHE o (Bertini & Wathieu 2006; Nunes &
Boatwright 2004), ©o12]& 7}A 9] a3F FHotslr] flste] &84 AFe 2| A7HA(FAHFEAT 7143 it
AF 7FARERAT7A)E A AASHE Aol nlEAsltgta & 4 9t Anderson & Hanson 2004; Rode et al.
2008).
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Table 2. Individual characteristics and constructs

(N=325)
Variables Frequency(%) Variables Frequency(%)
less than 200 107(32.9)
20°s 147(45.2) E}igiﬁ:eld 200- less than 350 116(35.1)
30’s 76(23.4) (10,000won) 350- less than 500 47(14.4)
Age 40’s 54(16.6) ’ more than 500 57(17.5)
50%s 44(13.5) Pocket money 1655 than 20 60(18.5)
More than 60°s 4 12) (10 OOOwon)y 20-less than 40 109(33.5)
’ more than 40 156(438.0)
Female 15347.1) high school graduate 95(29.2)
Sex ’ Education higher than college 230(70.8)
Male 173(52.9) oraduate
Purchase Yes 72(22.2)
experience No 253(77.8) Evaluation of DCVeT S¢€ 108(33.2)

— inf . not enough 209(64.3)
Accessability of Yes 66(20.3) Information enough 8( 2.5)
store No 259(79.7)

. Total .
Variables Mean(SD) mean(SD) Variables Mean(SD) Total mean(SD)
vl 4.283(0.698) Perceived value of vli3  3.259(0.896)
v2  3.972(0.767) rice vl4  3.206(0.877) 3.355(0.767)
Perceived v3  4.145(0.658) P vl5  3.600(0.861)
im onvance of V4 43420646) 1000 446)
faif trade criteria VS 4498(0.581) -
v6  4.483(0.569)
v 4.348(0.638) vie  3.822(0.757)
V8  4.240(0.679) Information cost(time) vi7 3.862(0.771) 3.819(0.674)
V9 3.520(0.834) vli8  3.840(0.812)
V0 3.520(0.887) vl9  3.751(0.810)
Ethical judgment ’ ’ 3.320(0.760)

vl 3.046(0.994)
V12 3.194(0.960)
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Table 3. Consumer knowledge, wilingness to pay premium and purchasing cost

(N=325)
Consumer knowledge )
Frequency(%) X
Know well Don’t know Total
None 12(3.7) 56(17.2) 68( 20.9)
Willingness to pay — po i 31(9.5) 64(19.7) 95( 29.2)
premium for fair Premium? 20243 83(25.5 L62( 498 21.159**
trade coffee remiu (24.3) (253) (493)
Total 122(37.5) 203(62.5) 325(100.0)
Purchasing cost(won)
2000-less  5000-less more than
none total
Willingness to pay than 5000 than 10000 10000
premium for fair None 62(19.1) 2(0.6) 3(0.9) 1(0.3) 68(20.9)  20.224%*
trade coffee Premium1 80(24.6) 6(1.8) 3(0.9) 6(1.8) 95(29.2)
Premium2 111(34.2) 11(3.4) 16(4.9) 24(7.4)  162(49.8)
Total 253(77.8) 19(5.8) 22(6.8) 31(9.5)  325(100)
Correlation
Mean .
coefficient
Purchasing
. 2,195
cost(won/one time)
0.216**
Consumer 0375
knowledge ’
** p < .01
A7) 9 ZE|nY AEAbl FEE HX= A ABYALE Fol vl dFHo] e AR
o2 eyt & FARAANE F A4S, ehgeh =3 P8 20 YR AT S
SIAFY 79 7t YA o g uigrEsitia A FAED)S AfHeR zny A&
LAFE FAFYAT 0 B2 Zyv|de A Atell o] FFS FAIL = AR YERS
B At A onent =g 7oA 2 H, WEFFELE AFHoZ 83 &8AA| 2]
TAFSY BEE FERIFHI= L8RS S7FHe Fot AR Ao FEFE WA=
alo] Moz BATAAD By xeln] Ao etk 1se zuASe A9 BH
A AEYA] FFE PAE AR UERE Tl thet AAAHETY FokA FAHFHA Fo
b, Fuiddel ASFE, HERF] FEsHaL 2 =iz AdEcgd o B Zvds
LAFE, ARk AXFES FTFsHAl Ho A= JAE 7HAAL 7] W&ol 3 FAAF
AHIZLR Stolg O B2 ZEnde AEE 9 o ABA N tiste] AnAENA AFH A
ARE ZHAA skl A e WA BE AFste Zlo] ot ddEn o] ¥t
22 ojujain) mEA auASe] FARAAT o AAANAZe) Gl fold Ao2 Len}
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Table 4. The results of factor and credibility analysis

(N=325)
Variables\factors Factorl Factor2 Factor3 Factor4
vl 0.658
v2 0.549
v3 0.721
Perceived va 0.754
importance of fair
- v5 0.671
trade criteria
v6 0.752
v7 0.663
v8 0.606
v9 0.707
v10 0.810
Ethical judgment
vll 0.846
v12 0.830
v13 0.852
Perceived value of
. vl4 0.864
price
vl5 0.854
v16 0.844
Information vl7 0.897
cost(time) v18 0.888
v19 0.761
Eigen value 3.823 2.988 2.778 2.346
Explained total variation 20.121 15.727 14.619 12.345
Cronbach® « 0.832 0.844 0.845 0.878
Kaiser-Meyer-Olkin(KMO) 0.826
Bartlette x’ 2721.698**
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Table 5. The result of wilingness to pay premium for fair trade coffee

(N=325)
. Willingness to pay premium Knowledge
Variables - -

Coefficient SD Coefficient SD
Knowledge 0.529* 0.23
Experience 0.722%* 0.19
log(Information evaluation) 0.009 0.20 3.222%%* 0.52
log(Information cost) 0.147 0.21 -0.740 0.48
log(Ethical judgment) 0.286" 0.17
log(Criteria) 0.226 0.37
Store accessability 0.049 0.10
log(Price) 0.966%* 0.16
Sex -0.067 0.08 -0.050 0.18
log(Age) 0.076 0.09 0.073 0.20
log(Income) 0.528%* 0.18
log(Pocket money) 0.165" 0.10
Education 0.249* 0.11 0.405" 0.24
Constant -9.117* 0.56 -2.019% 0.78
LR test 2.70"
Log-Likelihood -469.28
X’ 120.64**
T p <10, * p < .05 * p< 01
Table 6. The result of purchasing cost of fair trade coffee

(N=325)
. Purchasing cost Knowledge
Variables - -

Coefficient SD Coefficient SD
Knowledge 8.097** 0.75
Experience 1.893** 0.16
log(Information evaluation) 2187 1.17 2.167** 0.52
log(Information cost) 1.013 1.79 -0.934* 0.45
log(Ethical judgment) 0.045 1.18
log(Criteria) 5.199 2.72
Store accessability 0.190 0.69
log(Price) 1.828 1.20
Sex 0.101 0.69 -0.178 0.17
log(Age) -0.228 0.74 0.139 0.19
log(Income) 0.391%* 0.14
log(Pocket money) 0.062 0.74
Education -2.536%* 0.91 0.409" 0.22
Constant -9.117* 4.35 -1.197 0.77
LR test 75.69%*
Log-Likelihood -1110.55
X’ 14647+

T p <10, * p < .05 * p< 01
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