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Abstract:

Bubble tea currently represents a popular drink among Generation Z in
Indonesia. Their quality varies according to intrinsic and extrinsic aspects that
can sometimes be modified to make it more desirable. As consumers are the
final economic activity actor in the production chain, it is beneficial to identify
which factors affect their behavioural patterns. This fact would allow the
bubble tea shop owners to satisfy better consumer expectations, demands, and
needs. This paper focuses on features that might influence consumer behaviour,
preferences, and perception of bubble tea beverage and determine any
differences in bubble tea purchasing power. The research will use a quantitative
approach by distributing questionnaires to Generation Z and analyzing several
aspects: price, taste, product design, brand influence, and location accessibility.
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Introduction

In this era, due to the developing business, people are competing intensely with one another to
produce the best goods and attract customers by using various strategies and methods. The
same phenomenon is also currently happening in Indonesia, especially in the culinary sector
due to its high demand. The culinary sector has the most significant contribution to make in
the creative industry in Indonesia. In 2018, Indonesia's revenue in food and beverages markets
amounted to IDR 3.6 trillion or USD 253 million (International, 2020). According to Grab's

results, in 2018, the demand for bubble tea in the Southeast Asia region increased at a rate of
Copyright © GLOBAL ACADEMIC EXCELLENCE (M) SDN BHD - All rights reserved

111


http://www.aijbes.com/
https://creativecommons.org/licenses/by/4.0/?ref=chooser-v1

Advanced International Journal of
Business, Entrepreneurshipand SME's | BES

EISSN: 2682-8545

Volume 3 Issue 7 (March 2021) PP. 111-119

DOI 10.35631/AIJBES.37009

3,000 per cent. Currently, GrabFood has approximately 4,000 bubble tea outlets in their

network due to rising customer demand, which also happens to be a 200 percent increase in

outlets for the region. Grab also found that Southeast Asians drink four cups of bubble tea per

person per month on average. Three cups a month per person is consumed by Malaysia,

Singapore, Vietnam, and Indonesia (Team, 2019). Bubble tea is quite popular among

Indonesians because this product is easy to find in any city. The positive response of the people

in Indonesia to the bubble tea led to the emergence of many new brands of the same type and
made bubble tea competition even tougher (Hakim et al., 2020).

Bubble tea is a cold tea-based beverage from Taiwan usually infused with flavourings and milk.
The mixture is shaken vigorously in a cocktail shaker to produce "bubbles". Additional topping
known as pearl jelly (black tapioca balls) that look like "bubbles" is subsequently added to the
drink. The term "bubble™ refers not just to the bubbles formed on top of the drink but also to
the bottom's black tapioca balls (Teo & Khoh, 2015).

In 2015, the ministry of tourism and creative economy determined Bali, Yogyakarta, Bandung,
Solo, and Semarang as five major gastronomic destinations in Indonesia (Kristanti et al., 2019).
Bandung is one of the cities in Indonesia, which is famous for its cuisine. The bubble tea
phenomenon is currently widespread in Bandung, causing many bubble teas shops to emerge.
However, there are several brands whose names are quite large and well known in Bandung.

Visiting a bubble tea shop is a popular leisure activity among Generation Z, according to a
survey by market research firm Nielsen (Nguyen, 2019). The survey of 210 Generation Z
people in Hanoi and Ho Chi Minh City last October found 81 percent of respondents saying
bubble tea shops were their favourite hangouts. Although bubble tea is also popular among
Millenials, most Millennials drink coffee. Meanwhile, Generation Z, especially those in their
teens, do not drink coffee, but they will gladly pay for a cup of bubble tea. Teenagers are a
large customer group for tea-based drinks, hence the high demand for bubble tea (Nguyen,
2019).

One crucial aspect that needs to be considered to succeed in the culinary industry is the
customer preferences that determine and influence consumers' judgment in understanding the
value of a product. Preference is essential because it represents the way the buyer views the
product or service. To influence the consumers, it is necessary to understand the consumer's
perception of a product, so the product is recognized, interpreted, and stored in their memory
for consumer perception fundamentals (Durmaz, 2014). By identifying the changes in the
consumer behaviour, the businesses can modify their offering to the consumers. (Bhatia & Jain,
2014).

Consumers' preferences for products arise from the combination of different factors. Some
factors come from features of the product (e.g., price, design). In contrast, others are attributes
of consumers (e.g., their goals, attitudes, income), (Gautama & Rahadi, 2020). Each brand
offers a different choice of taste, price, product design. With so many factors that influence
consumer perceptions in choosing a bubble tea shop, everyone will have different perceptions
regarding bubble tea selection. Consumers' value attributes are used to evaluate a product
concerning the benefits consumers seek when purchasing such a product. Consumers also use
attributes to make comparisons between competitive brands (Akpoyomare et al., 2013).
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This research aims to determine the consumer preferences in choosing bubble tea shops in

Bandung city, Indonesia. By identifying consumer preferences, it will help bubble tea shop

owners and future owners to understand and determine the right strategies in attracting
consumers to grow their business in the industry.

Literature Review

Consumer Preferences

Consumers' preferences for products or brands arise from the combination of different factors.
Some factors come from features of the product (e.g., price, design). In contrast, others are
attributes of consumers (e.g., their goals, attitudes, discretionary income), (Gautama & Rahadi,
2020). The consumer preferences have a significant influence on consumer behaviour.
Consumers use such cues as product quality, corporate image and name recognition, and price
to differentiate alternatives and form impressions of product and service quality (Pavesic,
1989). According to (Kochina, 2019), how customers choose their products and services can
be extremely important as a competitive advantage over their competitors in many ways. By
analyzing consumer preferences, sellers can identify the importance of product attributes
(Salomon et al., 2020).

Price

Price is defined as the amount of money charged when a consumer buys a good / service. Price
is the value that consumers exchange to enjoy a product/service (Pattarakitham, 2015).
According to (Delon et al., 2010), there is a positive relationship between perceived price
fairness and satisfaction, ultimately affecting the customer's overall satisfaction. Font-i-Furnols
& Guerrero (2014) also stated. However, the price seems not to be the most important attribute
when purchasing, usually lower prices are preferred and are probably important for a consumer
with low purchasing power. Consumer and price are closely related. A person's economic
condition affects decision-making behaviour in purchasing a product or service.

Taste

Taste determines the flavours and recipes used to prepare a specific product to influence
consumers to buy continuously. Taste and smell are the body's principal mechanism for
assessing foods' chemical composition for both nutrients and toxicity (Morini, 2007). Many
factors affect consumers' acceptability of foods. Taste and other sensory characteristics occupy
a crucial position. However, taste must be faultless since it strongly influences food choices
(Lyly et al., 2007).

Product Design

According to (Issue, 2015), packaging has four distinct marketing functions. It contains and
protects the product, promotes the product, helps consumers use the product and facilitates
recycling and reduces environmental damage. Therefore, packaging does more than just
protecting the company's products. It also helps in developing the image of the product in the
consumer mind. So, ignoring the packaging design can decrease the chances of being visible
and attractive, resulting in using sales.

Brand Influence
Brand image referred to as the consumer perception regarding a brand (Pattarakitham, 2015).
Suppose consumers can recognize and remember a brand that is part of a group in a particular

product. In that case, it can be concluded that the person is aware of a brand (Tee et al., 2020).
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In creating loyal consumers, companies must be able to improve the brand image of their

products. Without a healthy and positive brand image, it is challenging for companies to attract
new customers and retain existing ones (Kharisma et al., 2017).

Location Accessibility

Location accessibility is a measurement of the comfort and ease in achieving a location and its
relationship with each other, easy or difficult. The location is achieved through transportation
(Hakim et al., 2020). Location selection is one of the most critical factors to the success of
long-term strategic decisions taken in the restaurant industry. A suitable restaurant location can
attract more customers, provide convenient service to customers, and enhance customer loyalty
(Chen & Tsai, 2016). Wang, Tran, and Nguyen (2014) found that the restaurant's location
positively affects brand loyalty, and it is considered a dimension of brand equity.

Willingness to Pay

Willingness to pay is referred to as a measurement of purchase intention considered actual
behaviour (De Pelsmacker et al., 2005). Repurchase interest is a consumer willingness to pay
for the same product previously purchased by weighing the situation, consumer preferences,
and product performance with consumer expectations (Hakim et al., 2020).

Generation Z

A study by Simangunsong (2018) divides generations of consumers into four categories, i.e.,
baby boomers, Generation-X, Generation-Y, and Generation-Z. According to Resti & Putri
(2018), the generation born after Generation Y or Millennial (1981-1995) is Generation Z or
Post-Millennial (1995-2010). Generations in a world with web, internet, smartphones, laptops,
freely available networks, and digital media are considered the Generation Z (Singh &
Dangmei, 2016).

Gastronomic Condition in Indonesia

Gastronomic tourism is one main factor that influences a person to visit a specific destination
(Octaviany & Ervina, 2017). According to the Ministry of Industry, an increase in Indonesia's
food and beverage industry has occurred in the first quarter of 2018 by 12.70% and in the
8.41% increase in the beverage industry (Hakim et al., 2020). The F & B industry also plays
an essential role in exporting products by USD 456.6 million and absorbing a workforce of
more than 4 million people.

In 2015, the Ministry of Tourism and Creative Economy designated five major gastronomic
destinations in Indonesia. They are Bali, Yogyakarta, Bandung, Solo and Semarang (Kristanti
et al., 2018). In 2019, many new food and beverages innovations were emerging in Indonesia,
one of which is bubble tea beverage products (Ransulangi et al., 2017). This result also applies
to the city of Bandung.

Price towards Consumer Willingness to Pay

Buyers are conscious of the prices they pay, influence the role price plays in buyers' choice
process, and that buyers consider past prices as a basis for a product's fair price. The willingness
to pay would be related to a consumer's perception of fair price and willingness to pay based
on the consumer's perceptions of the prices that he or she has observed for a brand (Krishna,
1991). Studies have shown that minor variations of prices and the corresponding consumer
behaviour can have notable effects on revenues and profits (Gautama & Rahadi, 2020).
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Taste towards Consumer Willingness to Pay

The perception of the product, such as flavour/taste, does have a well-documented effect on
consumers' willingness to pay (Sérqvist et al., 2013). Font-i-Furnols & Guerrero (2014) also
stated that taste is positively correlated with the overall experienced quality, intention to
purchase and willingness to pay.

Product Design towards Consumer Willingness to Pay
Product packaging or product design may influence gustatory perception, evaluations, and, in
turn, the desire for the food and beverages as well as willingness to pay (Kampfer et al., 2017).

Brand Influence on Consumer Willingness to Pay

If the consumer is less aware of the high deal frequency for a brand, they may not try to
purchase the brand only on deal and consequently would be willing to pay a higher price for
the brand. Hence, the dealing pattern may affect the consumer's perceived deal frequency for a
brand and, consequently, influence consumers' willingness to pay for the brand. If consumers
are willing to pay more for a brand, the manager could get a higher price for it and make more
enormous profits (Krishna, 1991).

Location Accessibility towards Consumer Willingness to Pay

Restaurants can gain relative advantage if they provide consumers with convenient locations.
The choice of location is a crucial factor that can affect a restaurant's success or failure. A good
location considers the geographic, demographic, and psychographic factors, and any changes
in these factors could have a significant influence on the consumers’ willingness to pay
(Hanaysha, 2016).

Methodology

The first step conducted by the researcher is to determine the topic which is Consumer
Preferences and Pricing Model On Bubble Tea Purchase in Bandung, Indonesia. Then, the
researcher identifies the problem and conducts a preliminary research. The preliminary study
conducted to determine some information related to the selected problem. Preliminary study
was conducted on Sunday, October 4th 2020, involving 15 respondents. The respondents were
limited to people who are regular customers of bubble tea, domiciled in Bandung, Indonesia
and born between 1995-2010. The data was collected using judgmental sampling with a non-
sequential approach. This preliminary study is conducted to determine the 4 top popular bubble
tea brands in Bandung, Indonesia, therefore the author can narrow the scope of the research.
Based on the preliminary study, the four chosen brands become brands that will be used to be
analyzed.

After conducting the preliminary study, the researcher also determines the research questions,
research objectives, research scope and limitations related to the topic. The researcher also
collects data in the form of primary and secondary data. This research collects primary data by
distributing a questionnaire. The questionnaire targeted Generation Z (born between 1995-
2010) domiciled in Bandung. The questionnaire gathered will represent the respondents’
preferences and price limits in buying bubble tea. The researcher needs to distribute 400 valid
questionnaires after conducting a validation and reliability test with a total of 40 respondents,
10% of the total sample size. To enrich researcher's information to support the research, the
researcher collects data from secondary resources, such as journals, research publications,
textbooks and official websites that have relevance to the research topic, with a total of 43
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papers, as the secondary data. In this study, the researcher will use a statistical approach. To

conduct the validation and reliability test, the researcher will use Pearson Correlation using

confidence level of 95%. The statistical test used will be Kruskal Wallis Non-Parametric test

with 95% confidence level to test the respondents' influence and purchasing power on

purchasing bubble tea for several chosen brands. The researcher will also use one-way

ANOVA to test the significance of bubble tea shop’s distance, location, and accessibility that
will be correlated with the activities area of the respondents.

Discussion and Analysis

Based on the discussion, this study can conclude that there are five indicators that consumers
must consider before purchasing a bubble tea product. The key factors are price, taste, product
design, brand influence and location accessibility. This research's findings can be used to
determine marketing strategies, product strategies, and pricing strategies for bubble tea shop
owners. For this study, the conceptual framework, as depicted in figure 2.1.

In this section, the author identifies and classifies different factors that influence consumers to
purchase bubble tea among Generation Z. Below is the proposed conceptual framework that
can describe factors that influence consumers on purchasing bubble tea.

e N
Price
y,
~
Taste
J
c N\
onsumers Product
Willingness ;
Design
to Pay
J
~
Brand
Influence
J
N
Accessibility
\_ y,

Figure 1. Conceptual Framework
Source: Author’s Interpretation

As we can see from the figure, the consumer willingness to pay and purchase bubble tea is
influenced by five factors: Price, taste, product design, brand influence and location
accessibility. Other than that, there are many more factors that might influence consumers to
purchase bubble tea. However, in this research, the author will be focusing on the five key
factors. Consumers' preferences for products arise from the combination of different factors.
Some factors come from features of the product (e.g., price, design). The independent variables
from the conceptual framework are price, taste, product design, brand influence and
accessibility. On the other hand, the dependent variable is consumer willingness to pay on
purchasing bubble tea.
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In contrast, others are attributes of consumers (e.g., their goals, attitudes, income), (Gautama
& Rahadi, 2020). Each brand offers a different choice of taste, price, product design. With so
many factors that influence consumer perceptions in choosing a bubble tea shop, everyone will
have different perceptions regarding bubble tea selection. Consumers' value attributes are used
to evaluate a product concerning the benefits consumers seek when purchasing such a product.
Consumers also use attributes to make comparisons between competitive brands (Akpoyomare
et al., 2013). Repurchase interest is a consumer willingness to pay for the same product
previously purchased by weighing the situation, consumer preferences, and product
performance with consumer expectations (Hakim et al., 2020). By analyzing the consumer
preferences on purchasing bubble tea, the author wants to help the bubble tea owners to gain
the "repurchase interest” from their customers.

Conclusions

This research shows the respondent's response to some factors relating to consumer preferences
in purchasing bubble tea. Some of the different aspects that influence consumers are price,
taste, product design, brand influence and location accessibility. This research in the proposed
conceptual model will be used and tested in the future study. The conceptual model will be
checked using quantitative methods by distributing questionnaires and analyzed with statistical
tests. This research will help bubble tea shop owners and future owners address the right target
market and figure out consumer preferences to grow their business, as the business of bubble
tea beverage is currently emerging in Indonesia. For a better understanding of the consumer
preferences of bubble tea purchases in Bandung, Indonesia, another study related to bubble tea
and beverages preferences could be compared with this research’s findings.
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