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The Effects of Price on Consumers’ Purchasing

Behavior for Eco-Friendly Foods

Hyun Joung Jin*
Seck Hun Keum™*

Abstract

Short Abstract: This study investigates the effects of price and other variables on
consumers’ purchasing decision for eco-friendly foods. This study pays particular
attention to the effect of price that may influences consumers’ decision to buy
eco—friendly foods. The empirical findings are summarized as follows. First, the
descriptive results of the survey show that “detailed explanation for the products,”
“distribution channel,” “reliability of the labeling for eco—friendly foods” are more
important than price and other factors. Second, the ordered logit analysis vindicates that
such situational factors as number of children and existence of patient in the family are
the most important variables to explain the degree of satisfaction level when considering
the price level of eco—friendly foods. Finally, the results of the conjoint analysis indicate
that consumers regard distribution channel as the most important factor, and reliability
of labeling system and level of price position second and third, respectively. The present

study concludes with suggesting some policy implications and directing future studies.

Key Words: price, purchasing behavior, eco—friendly foods, ordered logit analysis, conjoint

analysis
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Long Abstract

This study investigates the effects of price and other wvariables on consumers’
purchasing decision for eco—friendly foods. The purposes of this study are summarized
as follows. First, it analyzes consumers’ perception regarding current price level of
eco—friendly agricultural products. Second, it examines what are the main factors on the
perception. A direct question method is used for the first analysis and an ordered
logistic regression model is used for the second analysis. In the regression, the
dependent variable is respondents’ satisfaction level regarding current price level of
eco—friendly agricultural products and the explanatory variables are consumers’
knowledge of eco—friendly foods, personal factors, situational factors, income, and etc.
The third purpose is to see whether or not price is the most important factor in the
consumption of eco—friendly foods. For the last analysis, a direct question method and
the conjoint analysis are used.

The main hypotheses we want to test are as follows.

Hypothesis 1. Consumers’ knowledge of eco—friendly foods will affect the degree of
respondents’ satisfaction regarding price level of eco—friendly agricultural products.

Hypothesis 2. Consumers’ situational factors such as the number of children and/or
patients in the family will affect the degree of respondents’ satisfaction regarding price
level of eco—friendly agricultural products.

Hypothesis 3. Consumers’ personal factors such as sex, marital status, educational
level, and age will dffect the degree of respondents’ satisfaction regarding price level
of eco—friendly agricultural products.

Hypothesis 4. Consumers’ income will affect the degree of respondents’ satisfaction
regarding price level of eco—friendly agricultural products.

Hypothesis 5. Price will not be the most important factor in the consumption of
eco-friendly foods among the following four attributes in the conjoint analysis:
purchasing channel, way of indication of eco—friendly foods, certification method for
eco—friendly foods, and price. That is, other factors will be more important than price.

A survey has been performed to collect the data. The survey was completed toward
adults more than 20 who visited specialty shops for eco—friendly foods, eco—friendly
corner in department stores or large discount stores. The range of space was limited in
the Seoul-Kyeonggi metropolitan area. The collection of survey materials was
accomplished by trained researchers who had been taught regarding the survey

objectives and detailed process of the survey. The respondents was asked to write
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down answers for questions by themselves. The averge time respondents spent to
answer for the questionnaire was approximately 15-20 minutes. A preliminary survey
using 20 copies was conducted in advance to the main survey in order to verify errors.
The period of the main survey was from October 20, 2010 through November 15, 2010.
Therefore it took total 25 days. Total 400 questionnaires were distributed and among
them, 398 questionnaires were collected. Response rate thus amounts to 99.5%. For the
empirical analysis, 360 questionnaires were used after discarding 38 questionnaires of
which credibility is low or consistency is lack.

The results from the ordered logistic regression estimation are presented in Table 1.
Variables significant at the 5% level are level of knowledge for eco-friendly foods,
education level, the number of children in the family, dummy for whether or not there

is patient in the family, and income.

(Table1) Results of Ordered Logistic Regression Estimation

Variables yés Wald Sig. exp(B
Constant 4731
1o 1.139
13 3.546
4 7.623
Knowledge -0.376™ 5.228 0.022 0.687
Sex 0.216 0.549 0.459 1.241
Marital Status -0.063 0.037 0.848 0.939
Education Level -0.386™" 7.048 0.008 0.680
Age -0.249™ 3.984 0.046 0.780
Number of Children -0.621™" 32.06 0.000 0.5637
Dummy for Patient in the Family 0.536™ 6.244 0.012 1.709
Income 0.289™ 8.576 0.003 1.335
Log likelihood: =36560 ...l O
Chi-square: 5023 0.000) L AL TS e seeeeeseesssesssssssasssssasesesssssesereseren]
Parallelism assumption test: 54.56(0.000)

=.

Z= 1. 1 denotes cut point. Since the level of dependent variable is five in this study, four thresholds and three

cut points were made.

2. Sig. denotes p-values.

3. Letters with bold and superscript ~ indicate that the variables are significant at the 5% level.

4. Chi-square in the last column shows test statistics for significance for the whole explanatory variables like
F test in OLS. The value in the parenthesis indicates p-value.

5. Test for parallelism assumption is for proportional odds assumption. The value in the parenthesis indicates
p-value.
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The results of the conjoint analysis are displayed in Table 2. The results indicate that
respondents currently consider ‘purchasing channel’ as the most important attribute with
32.38%, followed by ‘way of indication of eco—friendly foods with 30.79%, ‘price’ 28.34%¢,

and ‘certification system’ with 847%, respectively.

(E 2) Importance and Part-worth of Each Attribute

Attributes Level of Attributes Part-worth Weight of Importance (%)
specialty store 1.139
department store 278
Purchasing Channel 32.38
large discount store -.078
internet/home-shopping -1.339
same as generic foods -.480
1.5 times higher than that of 576
Price generic foods ’ 28.34
2 times higher than that of
. -.09
generic foods
Way of indication of | Prand of eco-friendly foods -1.418
. 30.79
eco-friendly foods eco-friendly labeling 1.418
certified by government .390
Certification System 8.47
certified by private specialists -.390

Results from relative importance of the four attributes and part-worth of levels of
each attribute indicate that characteristics of the most preferred agricultural products are
foods priced 1.5 times higher than that of generic foods, sold in the specialty store of
eco-friendly foods, certified by the government, and indicated by eco-friendly labeling to
differentiate from generic foods.

The hypotheses constructed in the beginning can be summarized as follows, as

presented in Table 3.
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(E 3) Results of Hypothesis Test

. . . Results of Hypothesi
Hypothesis Hypothesis Details esults 01 HYPOests
Test
Level of knowledge of eco-friendly foods — (+) satisfaction B
1 . . Accept
of current price level of eco—friendly foods
Number of children — (+)satisfaction of current price level .
2-1 . Accept
5 of eco—friendly foods
If there is patient in the family — (+)satisfaction of current B
2-2 . . Accept
price level of eco—friendly foods
1 Sex — satisfaction of current price level of eco—friendly Not Accept
foods
39 Marital status — (+)Satisfaction of current price level of Not Accept
3 eco—friendly foods
Education level — (+)satisfaction of current price level of B
3-3 . Accept
eco—friendly foods
Age — (+)satisfaction of current price level of eco—friendly B
3-4 Accept
foods
Income level — (+)satisfaction of current price level of . .
4 . Accept” opposite sign)
eco—friendly foods
Price will not be the most important factor in the
5 . . Accept
consumption of eco—friendly foods.

Note: The superscript ~ denotes the results are decided at the 5% significance level.

The hypothesis 1, 2-1, 2-2, 3-3, and 3-4 was accepted at the 5% level. Therefore, it
can be interpreted that as a consumer has more knowledge about eco-friendly foods, it
is more likely to satisfy regarding current price level of eco—friendly agricultural
products. Tt accords with what Lichtenstein et al. (1988) and Rao and Sieben (1992)
suggest. The studies argue that consumers’ satisfaction for price level increases as they
know more about the products.

In the personal factors, education level and age are significant at the 5% level. It
indicates that if all other things are equal, as education level is higher and/or age is
larger consumer’s satisfaction for current price level increases, probably due to
increased interest in health and therefore increased appreciation of importance of healthy
diet.

Regarding the situational factors, the results show that as there are more children

and/or patient in the family, the satisfaction level increases. This may be because of
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increased demand for healthy diet and therefore eco-friendly foods.

Meanwhile, we got an opposite sign from expected for the hypothesis 4 although the
variable is significant at the 5% level. This is rather puzzling result, since conventional
economic theory and previous empirical results suggest that the larger consumers’
income, the less their sensitivity toward price. Therefore, it implies a need for a further
in—depth analysis for the issue.

Note that if we interpret the results focusing on the value of odds ratio, it indicates
that the variable ‘whether or not there is patient in the family’ is the most important
factor, while if we see the results mainly using significance level of estimates (ie.,
p-value), it shows that the most important variable is ‘number of children in the
family.” The results implies that the situational factors are the most important among
factors that affect consumption of eco-friendly foods.

Lastly, Table 4 shows that the hypothesis 5 was accepted. It suggests that price is
not be the most important factor in the consumption of eco—friendly foods. Other factors
will be more important than price. That is, at this point, ‘who provides the products to
consumers’ and ‘how to make consumers believe eco-friendly label’ are more important

than price.





