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Sales of its Product Attributes at Airport : a Case of Departure and
On-Arrival Duty Free at Incheon International Airport
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Abstract On-arrival duty free will prevent Korean outbound passengers from keeping the duty free items
they purchased at the departure during their travel. Most Korean tourists have requested the airport
authority to install on-arrival duty free since the grand-opening of Incheon int'l airport. Considering the
fierce hub airport competition in the North East Asian region, the Korean government's decision to
install on-arrival duty free is regarded as a well-timed intervention. The purpose of the research was to
analyze sales correlation based on a comparison of sales of both departure and on-arrival duty free and
to propose an administrative implication. Compared to business conglomerates running departure duty
free, on-arrival duty free operators, who are small or medium companies, have weakness in product
composition, marketing, and merchandising capabilities. According to the analysis, outbound passengers,
who purchased fashion accessories and leather products at the departure duty free, tended to purchase
cosmetics/perfume or liquor on the arrival duty free. Such complementary purchasing behavior of

passengers showed there is barely a negative correlation between departure and on-arrival duty free.
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Fig. 1. Monthly Sales of Duty Free at Departure (Incheon Intl Airport Corporation, Tan. 2016 ~ Aug. 2019)

Table 1. Product Sales Attributes of Duty Free(DF) at Departure

DF Products 2016 2017 2018 (Ingliug.)

Cookies 31,582,465,479 27,417.978.434 20,797,468,212 9,532,013,115
Souvenir 8,498,678,540 7,670,124,497 9,863,920,103 4,611,923,782
Others 3.246,532,714 2,673,177,230 1,633,077.247 728,636,596
Cigar/Tobacco 312,076,834,307 323,821,213,429 367,433,406,646 182,860,780,161
Stationary 5,473,882,495 5,226,202,852 4,827,089,369 2,233,702,978
Jewelry 55,456,744,412 60,786,411,836 48,092,448,339 28,149,490,276
Sports goods 3,359,995 - 3,193,566 10,648,278
Luxury watches 108,038,861,214 123,399.358,715 88,474,926,423 38,988,899,699
Packaged food 154,684,548,782 143,721,660,901 134,696,204,447 68,317,681,220
Eye wears/Glasses 103,389,326,322 106,193,961,156 107,325,952,821 57,090,661,626
Toys 4,045,454,228 3,769,602,118 7.648,934,154 4,026,004,563
Clothes 16,713,324,066 25,950,923,989 39,652,276,923 22,914,567,540
Ginseng - - 27,999,163,246 14,917,673,131
Electronics 40,480,681,748 32,304,795,485 38,695,587,256 20,587,557,308
Liquor 190,282,964,894 194,566,541,048 226,524,243 ,488 132,541,069,501
Fashion Accessories 55,327,237,687 55,853,220,661 49,419,152,871 20,021,271,131
Convenience 467,543,815 1,124,504,677 1,017.475.769 578,578,391
Leather goods 318,246,458,404 341,051,534,988 379,554,525,118 208,875,915,055
Perfume/Cosmetics 885,797.139.,712 875,770,761,454 1,046,623,840,606 575,139.495,280
Total 2,293,812,038,814 2,331,301,973,470 2,600,282,886,604 1,392,126,569,631
Source : Incheon Intl Airport Corporation
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Table 2. Overview of Duty Free at Arrival

Products Location No. of Size Min. sales Standard sales
Units (sqm) guarantee rate(%) (Unit: 10million KRW)
Cosmetics/Perfume | 21.7 45.7
- Arrival 380
AF1 Liquor at T 2 (190 x 2) 26.3 10.2
Others 222 14.1
Cosmetics/Perfume | 215 23.1
: Arrival
AF2 Liquor at T2 1 326 26.0 5.8
Others 22.1 7.2

Source : Incheon Intl Airport Corporation
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Fig. 2. Location of Duty Free at Arrival(AF1)

Terminal 2 Duty Free at Arrival
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Table 3. Overview of Duty Free at Arrival in the World

Area

Country / Number of Airport

Asia
(29 countries, 70 airports)

China(17), Japan(4), Malaysia(2), Vietnam(8), Philippines(6), India(10), Thailand(2)
Pakistan(2), Singapore(1), Hong Kong(1), Taiwan(l), Indonesia(1) and etc.

Middle East

(1 country, 3 airports) UAEG)

Oceania

(6 countries, 29 airports) Tonga(1)

Australia(8), New Zealand(6), Fiji(1), New Caledonia(l), Papua New Guinea(l)

Europe

(12 countries, 19 airports) Iceland(1), Holland(1) and etc.

Turkey(1), Hungary(1), Swiss(1), Spain(1), Poland(1), Denmark(1), Norway(1)

America
(16 countries, 27 airports)

Dominican Republic(4), Mexico(2), Argentina(2), Brazil(7), Chile(1) and etc.

Africa

(10 countries, 15 airports)

Egypt(4), South Africa(2), Tunisia(2), Algeria(1) and etc.

Total

73 countries (149 airports)

Source : Ministry of Economy and Finance (2018)
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Table 4. Product sales of duty free at arrival

Rank Product attributes
DF Product Sales (Unit: Thousand KRW)
1 Liquor 8,307,471
2 Packaged food 3,016,638
3 Cosmetics/perfume 2,328577
4 Electronics 378,500
5 Sunglasses 127,993
6 Clothes 102,713
7 Stationary 74,471
8 Leathers 67,782
9 Souvenir 22,219
10 Sports goods 16,895
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Table 5. Pearson-correlation analysis of departure(D) and arrival(A) DF products (*<.05, **¢.01)

Cosmetics/ Liquor Packaged | Cosmetics/ Liquor Packaged Others Others
perfume(D) (D) food (D) perfume(A) (A) food (A) D) (A)
Cosmetics | Pearson p 1 -.066 .072 -.067 -.150 -.094 225 -.090
/perfume | p-value .530 494 .526 151 368 .030 .390
D) n 93 93 93 93 93 93 93 93
. Pearson p -.066 1 .015 -.116 -.107 -.152 -.100 -.185
Ll?];‘)m p-value 530 890 269 306 145 339 076
n 93 93 93 93 93 93 93 93
Packaged | Pearson p .072 .015 1 257 .328** 273 299 .140
food p-value 494 .890 013 .001 .008 .004 181
(D) n 93 93 93 93 93 93 923 923
Cosmetics | Pearson p -.067 -.116 257" 1 .880™* .854 495 .825*
/perfume p-value 526 .269 .013 .000 .000 .000 .000
n 93 93 93 93 93 93 93 93
Liquor Pearson p -A1§O -.107 .328** .880** 1 927 .539 .789%*
@ p-value 151 .306 .001 .000 .000 .000 .000
n 93 93 93 93 93 93 93 93
Packaged | Pearson p -.094 -.152 273%™ .854** 927" 1 .597 749
food p-value .368 145 .008 .000 .000 .000 .000
A) n 93 93 93 93 93 93 93 93
Others Pearson p .225* -.100 .299** 495% 539 .597* 1 470%
©) p-value .030 .339 .004 .000 .000 .000 .000
n 93 93 93 93 93 93 93 93
Pearson p -.090 -.185 .140 .825™* .789™* 749 470 1
Oth(Ajrs p-value 390 076 181 1000 000 1000 000

n 93 93 93 93 93 93 93 93
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Table 6. Simple regression analysis with confidence level of 95%

Dependant and independent variables Coefficient Standard error t F p-value
Constant 27,924,386 - - - -
Fig. 6
X1 : Cosmetics/perfume(D) -.001 .002 -.637 406 525
Dependant Fie. 7 Constant 25,808,076 - - - -
variable : X1 : Liquor(D) -.001 .001 -1.113 1.238 .269
Cosmetics/
perfume Constant 6,082,512 - - - -
) Fig. 8
X1 : Packaged food(D) .0451 018 2.538 6.440 013
Constant 6,365,860 - - - -
Fig. 9
X1 : Others(D) .009 .002 5.428 29.468 .000
Constant 115,043,098 - - - -
Fig. 10
X1 : Cosmetics/perfume(D) -.009 .006 -1.446 2.092 151
Constant 92,147,481 - - - -
Dependant | Fig. 11 - .
variable X1 : Liquor(D) -.004 .004 -1.028 1.058 306
Liquor Constant 6,555,293 - - - -
Fig. 12
X1 : Packaged food(D) 228 .007 3.316 10.998 .001
Constant 46,293,974 - - - -
Fig. 13
X1 : Others(D) .040 .007 6.110 37.331 .000
Table 7. Multiple regression analysis with dependent variable of Cosmetics/perfume(A)
Non-standardized Standard .
F Durbin-
Model t p-value VIF (p-value) Watson
beta S.E. beta
Others(D) 101 .002 537 5.839 .000 .949
Cosmetics/perfume(D) -.003 .001 -.187 -2.038 044 949
17.321 1.031
Liquor(D) -075 - - -835 406 1.012 (000)
Packaged food(D) 121 - - .1.292 .200 1.098
Dependent variable Cosmetics/perfume(A) with confidence level of 95%
Table 8. Multiple regression analysis with dependent variable of Liquor(A)
Non-standardized Standard .
F Durbin-
Model t p-value VIF (p-value) Watson
beta S.E. beta
Others(D) 041 .007 549 6.225 .000 .869
Cosmetics/perfume(D) -.017 .005 -.287 -3.399 .001 .949
26.245 863
Packaged food(D) 129 .060 185 2.148 .034 911 (.000)
Liquor(D) -.075 - - -.904 368 1.014

Dependent variable

Liquor(A) with confidence level of 95%
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