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Abstract

Consumer Issues

in Homebuying Process

Consumer Experiences Analysis

and Policy Implications

Kim, Inhye
Dept. of Consumer Science

The Graduate School

Seoul National University

Homebuying process 1s a decision—making process 1in which
consumers search for essential places in daily life and determine the
main assets that constitute economic resources. Therefore, consumers
spend considerable time and effort to make careful and strategic
decisions, but the diverse and complex -characteristics of housing
make i1t difficult and problematic for consumers to decide on their
home purchases. In order to support the consumer’s purchasing
decision on housing, it 1S necessary to identify problems that
consumers experience and to take institutional countermeasures to

solve them. In order to achieve these research objectives, a theoretical
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analysis framework was established to categorize consumer problems,
and major problems were identified through in—depth interviews with
consumers. Also, an in-depth expert interview was conducted to
determine whether current systems and practices for solving
consumer problems were working properly. Finally, based on the
results of in-depth interviews with consumers and experts, the
institutional countermeasures for solving consumer problems were
proposed. The main research results are as follows.

First, the problems experienced by consumers in the homebuying
process were classified into three dimensions: information asymmetry,
uncertainty, and transaction cost. First, information asymmetry
problems arose from information on housing prices, information on
homes for sale, information on house internal properties, and
information on the housing transaction process. Second, the
uncertainty issues included trust in the seller, trust in the real estate
agent, and uncertainty about the impact of the government’s real
estate policy. Lastly, the transaction cost problems were classified as
the cost of negotiating brokerage fees, the cost of recovering deposit
from Jeonse, and the cost of disputes caused by housing defects.

Second, the results of the expert’'s evaluation on the current
system for solving consumer problems in the homebuying process are
as follows: First, the expert’'s assessment of the current system to
solve the problem of information asymmetry was positive, and it was
suggested that measures were needed to activate and supplement the
current system. In terms of housing prices, experts judged that the
revised real estate transaction reporting system would solve the
problem and enhance the consumer’s price bargaining power. In
terms of housing for sale, they judged that the newly revised law of

prohibiting false labeling and advertising on housing would purify
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online real estate platform. In terms of the housing internal properties,
experts determined that the problem could be solved by
supplementing manual for the confirmation and instruction of the
house and introducing an expert system to evaluate the internal
properties. In terms of the housing transaction process, they claimed
that an appropriate information delivery system was needed.

However, experts’ evaluation of the system to solve the
uncertainty problem was divided into positive and negative opinions,
and experts claimed that an improvement plan or a new system was
needed to address the problem. In terms of the trust of the seller, the
expert determined that the seller's change of mind could be resolved
within current down payment practices. In terms of the trust of the
real estate agent, inducements were proposed to enhance the quality
of service. In terms of the government’s policy impact, there were
conflicting opinions about maintaining loan regulation and revising the
regulation.

Finally, experts evaluated that the current system to solve the
transaction cost problem needs improvement. In terms of the costs of
negotiating brokerage fee, experts suggested that a change to a
reward system based on the behavior of real estate agent would be
necessary. In terms of the costs of recovering the deposit from
Jeonse, they determined that the problem could be solved by
activating and supplementing the Jeonse Deposit Return Guarantee
Insurance. In terms of the cost of housing defects dispute, they
judged that disputes between consumers and sellers could not be
resolved smoothly within the current system, and that a committee
was needed to coordinate disputes.

Third, based on the analysis of consumer problems and the

assessment of the relevant systems, five institutional responses were
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derived to address problems that the current system does not
adequately solve. First of all, in order to solve the problem of
information asymmetry in the housing internal properties, it 1s
necessary to refine the manual of confirmation and instruction and
institutionalize the expert in housing defect evaluation. In addition, the
dispute settlement committee between consumers and individual
sellers i1s required to respond to the housing defects dispute. In order
to guarantee the trust of the real estate agent, it 1S necessary to
supplement and activate the real estate agent’s service certification
system. Also, the problem of the costs of recovering the deposit from
Jeonse can be solved by increasing consumer awareness of the
Jeonse Deposit Return Guarantee Insurance and improving the
system. Finally, to solve the information asymmetry in the transaction
process, a measure to improve the delivery system of relevant
information was drawn.

Based on the main results of the study, the following conclusions
were drawn. First, in order to solve consumer homebuying problems,
it 1s necessary to understand the types and causes of problems such
as information asymmetry, uncertainty, and transaction costs based on
the consumer’s purchasing decision-making process. Consumers have
experienced a variety of problems in the entire process of purchasing
a house, suggesting that it i1s important to identify the consumer
problem in a multifaceted and integrated manner.

Second, it 1s important to regulate external factors because, 1n
fact, the problems that consumers experience tend to be caused by
these factors beyond their control. In terms of information
asymmetry, information was not provided smoothly by sellers or real
estate agents. In addition, in terms of uncertainty, consumers cannot

control the problems caused by sellers, real estate agents and

- 175 -



government policies impact. Also, in terms of transaction costs, the
consumer’s relationship with real estate agents, sellers and landlords
of rental homes causes problems.

Third, 1t is necessary to prepare an institutional response direction
by classifying problems that can be solved by maintaining and
improving the current system and problems that can be solved by
introducing fundamental changes. It is also important to efficiently
utilize and supplement the existing system, but such improvements
are sometimes short-term measures to suppress the problem.
Therefore, long-term measures must be considered together to solve
fundamental problems.

Fourth, information provision or regulation is more important than
consumer education to solve the problems. Uncertainty was caused by
external factors, regardless of consumer's knowledge or level of
information exploration, and although transaction costs could be
alleviated in part by consumer knowledge, fundamentally sellers or
real estate agents had the right to make decision. As such, the
problem cannot be solved by the consumer’s capabilities, so it is
necessary to consider regulating the factors of the problem that exist
outside the consumer.

Based on the above findings and conclusions, the following policy
and practical suggestions are presented: First, in order to come up
with policies, it is important to identify the problems that may occur
in the housing purchase process and to determine the actual
problems. Distinguishing the types of problems and extracting the
major problems helps to identify the cause of the problems and to
identify the relationships among the problems to set the direction for
improvement.

Second, In order to solve the consumer problem, supplementary
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measures should be taken to strengthen the consumer’s opposing
power, along with measures to provide practical useful information. It
1s important to provide information to consumers who are ignorant of
the housing transaction system, but even if consumers are aware of
the system, the problem is not fundamentally solved due to lack of
bargaining power.

Third, it 1s necessary to review the current system to compare
ways of activating and supplementing the system with the
introduction of a new system. While there are problems that can be
solved by supplementing the current system, there have been
problems that cannot be fundamentally solved within the current
system, at which time the introduction of the new system can be
considered. However, the introduction of the new system should be
fully reviewed, as it involves administrative costs, difficulties 1in
practical settlement, and reverberation of reality.

Fourth, since the measures to address all levels of problems
include discussions about real estate agents, it is important to expand
their role and responsibilities. If real estate agents do not properly
solve the problem, the consumer’s trust problem with them will
continue to be raised, so it is necessary for the practitioner to come
up with measures to ensure trust or accept the relevant system.

Fifth, it 1s also important to consider the long-term changes that
technological advances will bring. Reviewing the current system and
taking improvement measures are valid within the existing contract
system based on documents and the trust system through collateral.
However, the emergence of PropTech, which is based on new
technologies such as big data and blockchain, involves a change in
the contract system, and as a result, there is a possibility that it will

fundamentally solve the problems previously discussed.
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Finally, the suggestions for further research are as follows. First,
it 1s necessary to confirm the dimensions of consumer problems and
detailed problems derived from theoretical analysis and in-depth
consumer Interviews in various housing types. Since in-depth
interviews were conducted for consumers who bought apartments,
there is a possibility that problems arising from other housing types
are missing. Therefore, based on the consumer problems classified in
this study, follow—-up studies are required to conduct research on
consumers living in different housing types to identify problems that
arise during the housing purchase process.

Second, i1t 1S necessary to study the detailled improvement
measures by separating the institutional countermeasures derived from
this study, and evaluate them. In the process of comprehensively
identifying consumer problems, there were limitations in providing
in—-depth analysis and suggestions for individual problems. Therefore,
it 1s expected that a follow-up study will draw up detailed
institutional 1mprovement plans for individual consumer issues,
conduct expert assessments of the direction, and determine to what
extent consumers and field practitioners will accept the finally

proposed improvements.
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