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Abstract

This study presents a comparative analysis on mackerel distribution process and price formation process,
and investigation of price and margin between traditional markets and Large-scale discount store distribution
channel.

Through this, the study investigated distribution efficiency of each channel, and examined whether a
difference of distribution efficiency leads to a difference of performance through the investigation of a difference
of function and role between members of a wholesale market and vendor of Large scale discount store.

The following are the results of this study. As a consequence of investigating supply and sum by
distribution channel of mackerel, it appeared that mackerels shipped from port market are distributed into 9
consumption sites(Wholesale market, Large scale discount store, Institutional Food Service, etc.).

In the comparison of distribution efficiency between traditional retail store and Large scale discount
store 52.0% margin is formed in traditional retail store distribution channel and 43.1% margin is formed in
Large scale discount store, and a distribution cost rate consists of 19.4% cost in a traditional retail store for
fishery products and 18.1% cost in a Large-scale discount store.

To analyze a difference of performance, the study examine a difference of role and function between

vendor and Wholesale market company, wholesaler and middleman.
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Wholesale market company and middleman of wholesale market for consumer have slightly high or
Efficiency, Distribution functions

similar score in collection function, sorting function, evaluation function and financial function which are
newly-demanded functions(ex : market frontier function, product development function, Integral

traditional and original. However, it was confirmed that vendor has a better score in other functions, that is,
Keywords : Marketing Channel, Distribution Margin, Commercial margin, Performance, Distribution

Distribution Function, etc.).
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Table 1. Mackerel supply and demand structure
(unit : ton)
Year 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Supply 233,605 | 155,617 | 141,933 | 195,597 | 222,009 | 206,057 | 142,450 | 211,755 | 161,309 | 132,042
Production | 185,696 | 135,806 | 101,896 | 145,317 | 191,537 | 176,575 | 99,890 | 150,762 | 129,014 | 115279
Inport 47,909 | 19,811 | 40,037 | 50,280 | 30,472 | 29,482 | 42,560 | 60,993 | 32,295 | 16,763
Consumption | 107,000 | 101,000 | 88,000 | 86,000 | 96,000 | 80,000 | 76,000 | 70,000 | 62,000 | 52,000
Export 6,317 8,134 4457 | 15330 | 42,212 | 56,642 | 26,029 | 43,403 | 65709 | 41,205
the per capita
consumtion 6.1 5.7 5.0 4.9 5.4 4.5 4.2 3.9 3.4 2.8
/a day(g)

Source : KREI(Korea Rural Economic Institute), food balance sheet, every year.

1) MOF, Fisheries Information Portal(www.fips.go.kr)
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Table 2. Average monthly price of mackerel(2004~2013)

Pe]

(unit : won/kg)

Phase Jan. | Feb. | Mar. | Apr. | May

Annual

Jul. | Aug. | Sep. | Oct. | Nov. | Dec.
average

Port market price” | 1,619 | 2,172 | 2,196 | 2,865 | 2,993

2,882 | 2,508 | 1,847 | 1,638 | 1,468 | 1,809 | 1,313 2,109

Wholesale market
(Seoul) 1,939 | 2,149 | 2,277 | 2,419 | 2,744
auction price”

2,446 | 2,348 | 2,173 | 2,156 | 1,974 | 1,961 | 1,996 2,215

Wholesale price | 3,872 | 4,057 | 4,389 | 4,289 | 4,169

3,764 | 3,633 | 3,581 | 3,557 | 3,473 | 3,544 | 3,627 3,827

Retail price” 8,196 | 8,211 | 8,256 | 8,616 | 8988

8,853 | 8,469 | 7,938 | 8,475| 8,526 | 8,463 | 8,694 8,463

Source :

1) Fishery Selling monthly returns, National Federation of Fisheries Cooperatives, each year

2) A monthly report, Seoul Agro-Fisheries&Food Corp, each year
3) Korea Agro-Fisheries&Food Trade Corp.(www.kamis.co.kr)
Comment : 1) Busan Corperative Fish Market : Mackerel, Small Size 250~350g
2) Garak Market, Mackerel, Midium Size 200~300g, Wholesale markets are equally treated,

3) Retail Phase : Mackerel, Midium Size 330g
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Table 3. Mackerel Volume and Value Share by Distribution Stage
(unit : M/T, million won)
Volume Ratio(%) Value Ratio(%)

Port Market 121,739 100 227,395 100

Goverment Reserves 728 0.6 2,653 1.2

Local consumption 5,745 4.7 7,852 3.5
Quasi-Wholesale Market 6,257 5.1 10,289 4.5

Feed processing Company 6,051 5.0 10,099 4.4
Cold storage/Food processing /export 37,864 31.1 88,465 38.9
Garak 12,257 10.1 27,510 12.1
W;/‘[‘:rit’tle Noryangjin 10,241 8.4 24,869 10.9
Guri 7,493 6.2 4,742 2.1

Emart 5,100 4.2 5,843 2.6

Large-scale Homeplus 4,800 3.9 5,500 2.4
Discount Store Lotte Mart 4,500 3.7 5,156 23
etc. Mart 11,390 9.4 13,501 59

Large Retail Store SSM 4,892 4.0 11,429 5.0
Depratment store 316 0.3 738 0.3

Institutional Food Service/

Food Material Supplier 4,105 34 8,749 38

Source : Port Market — Movement of Fish market, Busan Cooperative Fish Market (2012), MOF, Fisheries Information

Portal(www.fips.go.kr)

Goverment Reserve Volume — Goverment Reserve business results, National Federation of Fisheries Cooperatives (2012)
Large discount store, Large retail store — Through follow-up survey estimates

Feed processing Company — Through interviews estimates

Wholesale Market — Garak Agricultural & Marine Products Market Monthly statistics(2012), Noryangjin Fish Market
Homepage, Guri Agricultural & Marine Products Market Homepage
Communal feeding — {Whole Volume-(except Communal Feeding Volume)} estimates
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Table 4. Mackerel Market share by Distribution channels

Types .0 f . o . Occupying ratio
Marketing Distribution step and Distribution Organization o
channel )
I Produce.r — Port Market — Wholesale market(consumption site) — Wholesale dealer 246
— Retail dealer — Consumer
I P.rOQuce‘:r — Port Market —>‘Vendor, Port Market wholesale dealer, Middle 255
distribution dealer — Large retail company — Consumer
I Producer — Port Market — Food processing company — Institutional food service 14
comp. — Consumer
Producer — Port Market — Port Market wholesale dealer — Region traditional
v markets — Consumer 4.7
T5%9 29 $E4Z 98 S/ BeoF  75% FER AP BolA Y3 53 Wy
26%°] HHl &S AHA skl 9o, AAkAk2 (Vendor)2hal dh= & 1hr& AR v 52k o
R AzhEo] AX TGN AN B AT FEY BRL ik thebd] B Ao AL o] F
FUABAAGL S 4 YL NS B A o] B M AEHAFY AT /)5S FH
oFE JPLMYAZ GEHE 2ok oA 3 B AT S AEIE 2L J AR
A A I4BA ARG S UFS A 2 FHOR WA FERA oW /)5t 4L,
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Table 5. Mackerel Margin by Distribution Stage(Port Market—Wholesale Market)

(unit : won/kg)

Phased-Functional Margin
Stage Phased Cost - Margin o Commercial trade
Distribution costs
costs
Received price
Consignment sale commission 3.4%
Producer -
Landing cost 297
cost
Arrangement cost 133
Port market Port - -
Consignment sale price
stage Markets -
Sorting cost 435
Port Markets Convey cost 275
Middleman cost Loading cost 151
cost Fish-Box 1331
Sale and Shipping expenses 717
shippin Port market Middleman commission 3~5%
pping Forwarder - 0
stage Port market price
Outside wholesale market 3.5
Forwarder consignor commission ’
Collect stage - - —
Wholesale cost Inside consignment sale commission 4%
market Landing cost 600
(consumption | Auction price Successful bid price
2nd price site) Middleman Middleman commission 3~4%
formation cost Other cost 1500
Middleman selling price
Purchase price
Margin 5%
Net profit 3%
Wholesale Whole-
Personnel expenses 0.5%
stage sale dealer —
Commission 1%
Extra expense 0.5%
Selling price
Purchase price
Margin 17%
Freight charge/Landing - Loading cost 1.9%
. . Market selling commission 1.9%
Retail stage Retail dealer
Sales expense 1.9%
Extra expense 3.8%
Personnel expenses 11.4%
Selling price

*2013. 10~2014. 4. Investigaction
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Table 6. Mackerel Margin by Distribution Stage(Port Market—Vendor—Large-Scale Discount Store)

(unit : won/kg)

Phased-Functional Margin
St . 3 -
age Phased Cost - Margin Distribution costs Commercial trade
costs
Received price
Consignment sale commission 3.4%
Producer -
Landing cost 297
cost
Arrangement cost 133
Port market|  Port - -
Consignment sale price
stage markets .
Sorting cost 435
Port markets Convey cost 275
Middleman cost Loading cost 151
cost Fish-Box 1,331
Sale and Port et Shipping expenses 717
. ort marke - — o
shipping forwarder Mlddl'eman commission 3-5%
stage Port market price
Box 4.1%
Materials 0.6%
commerci Ice 0.8%
Distributi alization Man 1.5%
1srbution & Woman 1.5%
center . T
Sorting Loading 0.5%
Retail st d'Larget operating Conveyance 1.2%
ctarl stage 1::;? expenses Producing area transport cost 0.6%
Landing - Loading cost 0.3%
Market — FDCO Pallet 0.6%
arke Freight 2.8%
FDC — store Distribution costs 5.7%
Net-profit 30%
Selling price
(1) FDC : Food Distribation Center
*2013. 10~2014. 4. Investigaction
FEEENL T AR e e 5 X}ZH, AEe mT
WEFEY F5B 2 AA A GAE 71 AARI(G.5%)7F S, AE A, SRk of
A Aoz &5 3t AdAdM sFAEHE A A skE AGHIE. 0%), #’\ H](3.4%), Wl & vf
B Sgolh Al 2 HER RAbE o] 6] AE%)E F3ke] AAF AL oF 15% Y=o vl
Aol A grof flek. o if £ FAIE|(FDC : Fresh o] UAsi 2102 2ALE ek o] 2l 7t 7y
Distribution Center)& 7 {rst= A olA 24 & A ~01L AERAE A8l A 7ol
EH]&o] WA H= Aol 4 AR oz LFHW, oju &7 H| 7} thA] T
A HA = A S Al EAS= S8HEe Rk “4%%“?591 ol } 9= als o] 4
ol A& 1609 HE 0] ul o] WS, Fuld A 7h7 0] 30%E A s Ao R 2T
DEOE A WH 2 Lo AR 55
) = 2. d2E RE0REH|lw
SO A S99 F2.6% =5 AASIL =
Ao 2 et SR did as5ole 1509 [ S (=AY FEAR), I3
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Table 7. Distribution margin Volume by Types of Marketing channels

(unit : won/kg, %)

Distribution Margin
Distribution margin Margin rate
. Producer | Consumer Port L Port .
Marketing ived P Consumption site . Consumption site
Rhennel rec1've Pamen Distribution| market Margin | market
price price margin _ rate . =
Port Whole Whole- | Retail Port |Whole-|Whole Retail
market sale market | sale sale
saler dealer dealer
stage | market stage | market | dealer
I type 1,747 3,640 1,893 297 354 240 1,002 51.8 8.0 9.7 6.6 27.5
I type 1,747 3,070 1,323 297 1,026 43.1 9.7 334
(HevlE 542y §EAR) F2H2AE 02 TEste] e et
ol fEAE R AR O] =37 A 7} AFA, I 39 AF fFerhale 1,893U(51.8%) <
- o =1
T =

Al A o] $EOHH 5 A oL S He)s
Y Table 73} Zrc}.

I R (EWAY F542)2 45 dAE &+
FUFR S AT HH AR Qe A o A 297¢
(8.0%), 2=H| A| o A =1 A% 35491(9.7%), =j
AF 24094 (6.6%), A~uj Aol 7HAF =2 1,002
(27.5%)] Tl o 2 FAE o] otk & $EHR
2 AR A 9] 297 (8.0%) 1 A H] X A 9
1,596(43.8%) €2 ¢ gk 1,893 (51.8%)0] 1, ~L
AN A AR 2271 1,74T9S T3 g
2 svulate] MEolo] A BIA L 360802
UheRRtT,

IR EE 5420 E0HIL 4
Al Y TEA o A 297H(9.7%)0] L A H] 2] of] A
1,026 9(33.4%) 0. 2 2 AFE|QlTh & -5 mhRl
AEA] 0] 29794(9.7%) 2 4] A] THA o A 1,026
(33.4%)S T3 1323 9(43.1%) 0.8 % SEn17
ol 4 AALA} 431712 1747908 B3 gho] %
on) 2 2| 274291 3,0709 0 2 Lyt

IR E $EA R0 fEo] |
falo) S uhRm T ST09218.7%) 7 vhebd
=0, ol &M A = AIEE RS F - A
TR E X - aufae] upxlo] 23t E 7] of {1
FH]Eol == el ok
Table 82 1150]9] T,

R A

R

—_/

ol

I
KeXpye)
= 1T

o = & 563U (15.4%)0 2 T A3 88¢
(2.4%), Tl A} 249(0.6%), A1 AL 45191(12.4%)
O 2 ZAE Y. F 5182 AA 1] 8- 884
(3.9%)3} A8 2] 8] & 563U (15.4%)2 B 3t k¢l
7064(19.2%) 2 2 LB T 5 ol &2 AR
o)k A o A 1549 (4.2%), 1] 2] THA o A =
T A 2679(7.3%), A 2179(6.0%), 4
g 549 (15.1%) 2 2 A = /1AL, F 50l
&2 AR SA 7HE 2 15494(4.2%) 2 48] A]
7€) 1,0339& w7k 7h4 91 1,1879(32.6%) 2 =
LFERSE T

I739 7% fsubzlo] 1,3239(43.1%) >
2 A F3H8S AR TA A 1439
(4.7%), 28] A of| A 4139(13.4%)S YEFH o1,
T HEHE2 AR of 282 A S BT 556
AAs1%) o2 A AT T & 548§
55692 1732 vl&<Ql 7069 2t 1509 W2
FzEolth.

I3 9 45 F&olad A dg oA

15491(5.0%) 2] o]-& 3} AH] 2] o] A 613 (20.0%)
o7 AL, F FF0]E2 767H(25.0%)°]
Ao T3 f80la 76792 1 7%
9] 1,187 Kt} 4209 W2 f=Fofrt.
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Table 8. Distribution Costs and Commercial Margin by Types of Marketing channels

(unit : won/kg, %)

Consist of distribution costs and margin
Total Distribution expense Distribution expense rate
Total distribu- Total Port Consumption Costand Port Consumption
Marketing | distribu- . distribution ¢ commer- p
] tion market market stage . market market stage
channel tion Tz costs and cial
margin . ool Port | Whole- | Whole- Retail | margin Port |Whole- | Whole- Retail
rate ; market | sale sale t market | sale sale
margin dealer WS dealer
stage | market | dealer stage | market | dealer
costs | 706 143 88 24 451 19.2 3.8 24 0.6 12.4
I type 1,893 51.8 -
margin| 1,187 | 154 267 217 549 32.6 4.2 7.3 6.0 15.1
costs | 556 143 413 18.1 4.7 13.4
I type 1,323 43.1 -
margin| 767 154 613 25.0 5.0 20.0
FE0bA] A §FOl & REUEOR T T4 Utk webA AFTU S K AT -
Ssto] Wi, ¥ R SEUI GOl RSt AulAEu A - m o) - 24, 554 2t
HF2 79 AR =2 (1 79 192%, T3 PR QR -y - g, e AR
18.1%)0]th. fFol o] A sHE MF(14F o REESA Holk FAA FEolaucte
32.6%, T3 25.0%) 1A= THFol Bk ¥ fFEH&S aaiol 71 Agtrhar & 4= ot
O A Z0]08 ol A~ O]E]—
S U S R LS .
3. AH|X|Z0fA| R (EOfEHI-= o)z} HiF o
ABAA THelo) 1 HHEANE §5F o } IAHSEE TSl ehu B
_ _ = nl
2 THIFHIIE #542) 42 §5 °c
AES FEIAE, B EE, olaE, FHE R Asol FEAEIE Fol St vkt o]
&2 Fof v Y5t Table 99 et WA F HFE& SHolA L8 A = A F3 7]
FEHIEE 1990l 518%, 143 43.1%0] = §EAIS e} &9 o ofa S5
T, BN AL 199 192% IT] 7} FEsts Agbo] dAFTH: Hel 2ud 9
B 18.1%, 5ol &E& 173 0°] 32.6%, I &7k ek shAINE Foll A EA3 A H
H£250%9) o] o] Lhebidth & M §A RS BRI GEULINE fLAE $98 7}
159307, TR 4009 E&ol WSkl /A3 Aty & 5 9o}, ool ¥ REAR
FHOR 149 45427 149 9542 o A4S AN 2RBTT ol 45
o vlsh 0930 EEH Ao BYHYE. o] ofsirim & 4 ik,
A= I HF 179 e f5aeid o 2o Jang(2011)> =4HE 80l 3l FrEd =
Z gL Aolo] Fagle gEulgoletT  chewt ol WA el st ek §-5 el Qo] &

Table 9. Distribution Efficiency by Distribution Channels

Distribution type Retail store( I ) Large-scale discount store( Il )
Distribution margin rate 51.8 43.1
Distribution cost rate 19.2 18.1
Distribution commercial margin rate 32.6 25.0
Total cost efficiency 3.07 4.00

Comment : Total cost efficiency = 100/(Distribution margin rate-Distribution cost rate)
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Table 10. Comparison of Distribution functions and roles between wholesale market and vendor

. . Distribution whole | market
Function Definition
Performance sale | Vendor
« Collect local products
. » Gathering small quantity multivariety | « Cooperation with various producing area
Collection : . . . :
Functi fisheries products » Multi-frequency quick deal is possible. 6.7 5.5
unction . . . . .
» Goods collected by Size according to | « Expansion of product diversity
customer demand
Sorting . . . . . . .
. « Classification by quality and size » Market-oriented classification of goods 6.3 4.1
Function
. » Pricing decision function * A fair price formation
Evaluation . . L . .
Function | ° Quality evaluation » Maintaining consistent quality 53 3.7
« Price negotiation « Flexible Price negotiations
» A function to find new port market and
Market sales market(For example, finding new | « Market Development and Cooperation
Frontier sales markets such as port market, large | + Expanding consumer sales markets 1.5 5.5
Function retail store, supermarket, and food service | « Build diverse dealer and sales network
C industry)
O
R Product » Response to the development of new | * Product development considering the
E product suited to consumption trend,| consumption trends
Development ; . . . 2.0 5.3
Function Development of foreign fisheries products | « Development of a variety of imported
5 as substitute and complementary goods fishery products supply
N « Logistics cost reduction efforts
g e Integral  distribution  including |« Achieving distribution efficiency through
I Integral transportation reduction of distribution cost
o | Distribution |« Distribution Processing such as package |« Ability to secure frozen and processed | 4.3 4.9
N| Function |« Securing and preserving stocks such as| fisheries products
frozen fisheries products » Improving storage of fisheries products
and stable supply
* Product advertisement
« The diversification of market « Flexible Price adjustment
Marketing | Price adjustment « Introduction and promotion enlargement 23 57
Function |« Function of Product positioning « sale promotion confrontation ability ’ ’
* Width and depth adjustment of the |« Developing new distribution partner
product mix
: S;curlpg and managing raw materials of | Risk reduction of price fluctuation
Secure Fisheries products responding to supply . . .
. e e Large Reduction retail store risk
material & and demand (prediction) .
. . . inventory 4.5 5.0
Stock manage-| « Managing and keeping stocks, Recalling S . . .
: » Maintain long-term business relationship
ment Function| products that are bad for sales with Laree retail store
« Clearance inevitable product(sales) &
Sharing . . . . . . .
. - « Sharing collected information by areas | « Keeping mutual continuous relationship
g | information . L . 4.8 5.0
. with producer or seller(closed) based on sharing information
U Function
P
P e Formation of partnership through
O| Financial |« Taking risk like short period loss and | strategic relation of coexistence between
. . . . 4.9 4.8
R Function Credit transaction wholesale and retail
T » Payment reliability
F « Investment based on transaction stability
U through medium to long-term |+ Logistics and distribution infrastructure
Té Investment transaction(advanced money) improvement and expansion 30 56
T Function |« Special packaging production, reinforcing | » Investment commitment responding to ’ ’
I facilities for hygiene and packing to adapt | Market Change
(e} for changing system and consumer needs
N Trade « Trader Function « Role in the middle exporters
. . . S 23 5.4
Function | « Export to The foreign Consumtion market | » Finding overseas market
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