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Consuming instant coffee has become a culture in various major cities. This can be seen from the greatly increasing
numbers of coffee shops as well as coffee drinkers drinking outside their homes. This research is to analyze the role of
instant coffee price and quality in consumer preference and purchasing decision. The respondents are 99 out of
intendended 100 individuals. Data analysis method used in the research is Partial Least Square (PLS). The Mathematical
model formed is Y, = 0.256 X; + X + 0.719 0.117 Y;. This research shows that the price of instant coffee has influence on
consumer preference, however the quality of instant coffee has no significant influence on their preference.
Furthermore consumer preference has significant influence in the decision to purchase instant coffee.
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INTRODUCTION

Increasingly sharp competition has
demanded every business to be more efficiently
managed. Consumers actively consider a number
of aspects while deciding a purchase.

In this era of increasingly competitive
business, companies are required to be more
creative in making a product, in order to be able
to compete with other products. The effort is
done to survive in the increasingly sharp business
competition. In order to be able to compete with
companies with similar business, management
shall apply the right strategies to maintain or
even enhance company’s market position. A
company will not be able to survive if it does not
understand the needs and desires of its
consumers. Consumer satisfaction is the
comparison between service obtained and
service expected by consumer [1]. If consumers
think that the actual service obtained is better
than the expected service, they will be happy.
However if the actual service is less than the
expected, they will be dissatisfied. Consumer
awareness to consume or use a product or
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service consists of consumer’s perception and
reaction [2].

That consumers have been increasingly
smart and selective in choosing a product, has
caused increasingly sharp business competition.
Producers shall perform and act quickly to handle
the competition. Changing and improving
lifestyle has given a chance for producers to
create more products that eventually will cause
the increase of product types offered to
consumers. The key factors for consumers when
choosing a product are product price and quality.

Price is the amount being paid upon
receiving a quality of product or service. Even,
price is regarded as aggregate of all value given
by customer to have the benefit of having or
using a product or service [3]. Some studies show
that generally lower price has positive effect on
consumer demand and preference [4].
Nevertheless, price and quality are often
inversely proportional. On the other hand, the
increase of the quality of a product will be
accompanied with the increase of its price. The
considerations on those two things will affect
consumer’s desire to purchase a product. Study
[5] shows that packaging, brand and price have
important roles in purchasing decision. Refer to
[6] if a product is made according to standard



The Analysis of The Role of Instant Coffee Price and Quality (Santoso, et al.)

and product quality dimension, it will affect
consumer interest to purchase.

Nowadays one of the industrial sub-
sectors that is growing rapidly is beverage
industry. Coffee is a traditional refreshing
beverage. Coffee is drunk any time, any place
and in various occasion (coffee break) by villagers
as well as urban communities. In other words,
coffee is a drink for general public.

Malang is a big city with a very diverse
society. A characterictic of urban community is
the tendency to consume instant products, one

No Variable Note

1. Price (X1) | know instant coffee products with
affordable price.
| think the instant coffee price is
reasonable.

2. Quality (X2) | think the instant coffee product has
specific taste.
| think that the instant coffee product
has specific aroma.
| think that consuming coffee can fulfill
health need.
| think that consuming instant coffee
can improve mood.
| feel more energetic by consuming
instant coffee.

3. Consumer | consume instant coffee as part of a
preference lifestyle
(Y1) | buy instant coffee because the product
quality meets my expectation.
4. Preferensi | often see and observe instant coffee
(Y2) advertisement, so | purchase.

| buy instant coffee because of
recommendation from family and
friends.

| buy instant coffee and recommend the
product to family and friends.

| buy instant coffee because it is easy to
carry and prepare.

Table 1. Variables dan Indicators of the research.

of them is instant coffee. The
availability of instant coffee is intended to
provide the convenience and practicability in
consuming. Consumers enjoy instant coffee
easily with the expectation to have the same
taste as traditionally brewed ground -coffee.
Currently instant coffee has been rapidly
developed. Consumers enjoy instant coffee with
various flavors, such as ginger milk, cappuccino
and many other flavors.

Study [6] indicates that there are some
important variables that influence purchasing
behavior of coffee consumer. The most

important variable is hospitality service, while
the least important variable is advertising media.
Nevertheless, research results [7] regarding the
preference of instant coffee consumers reveals
that there are 4 consumer groups, which are
pure coffee lover, mixed-cofeee drinkers,
occasional coffee drinkers and infrequent coffee
drinkers.

Price is one of consumers’ main
considerations. Research [8] shows that most
consumers, especially the ones with relatively
low income, behave sensitively towards price.
This is assumed to be related to consumer’
income and buying power.

This research is intended to analyze the
influence of price and quality of instant coffee
product on consumer preference and purchasing
decision.

RESEARCH METHOD

This research is performed in Malang City
started in November 2015. The research uses
quantitative approach. Data collection is done by
distributing questionnaire to respondents who
meet specified criteria. Data retrieval technique
used is direct sampling. The questionnaire used
in this research is Likert scale questionnaire, with
ratings ranging between 1 to 5. Variables and
indicators of the research are shown in Table 1.

Testing Instrument in this research is SPSS
Statistic 17.0. Instrument testing questionnaire is
conducted to get validity and readability levels of
the questionnaire. The effects and relations
between variables of this research are analyzed
with analysis tool of Partial Least Square (PLS)
[10]. PLS method is used to acquire and predict
the effect of variables of price and quality of
instant coffee on consumer preference and
purchasing decision.

Data Collection Method
Malang City is the second biggest city in East
Java. Malang City is continuously
developingcorrespinding to the fast growing of
trading, office, industry and institution centers.
That population and economy of Malang
has grown rapidly is an indication that generally
the economy level of Malang residents has been
well developed. This has been one of thrust
factors in the development of buying power of
the residents, for example in eating and drinking
out. Drinking habit of Malang residents is an
appeal for businessmen and has been the reason
for the appearance of many kinds of drinking
places, ranging from drinking places in shopping

10



The Analysis of The Role of Instant Coffee Price and Quality (Santoso, et al.)

0.921
0.818
xl 0.127
yi2 0.898
0.879
y13
0.095
i 0.896
0873
e
x2

centres to drinking places at sides of roads.

The consumption pattern of Malang
citizens, particularly for drinks, has shifted from
traditional to instant. Therefore it promotes the
growth of modern stalls or cafes that serve
instant coffee in Malang. People think that
consuming coffee is not merely to have a drink,
but also to relieve stress. Drinking coffee is also
considered as a media for communication with
friends or relations.

There are 99 respondents for this research.
Respondent selection is with slovin, with the
population of Malang as polulation size and
significance level of 10%. The criteria of
respondents are minimum age of 18 years old
and have consumed instant coffee more than
twice. The criterion of minimum age is because,
in that age respondents are assumed to have
consumed instant coffee and competent to
provide needed information.

RESULTS AND DISCUSSION

Characteristics of Respondents

122 sets of questionnaire have been distributed
for this research. After tabulation and checking
process, 99 respondents, who are qualified for
further analysis, are selected. The selected
respondents also meet the criteria of having
consumed instant coffee at least twice in a week
and are above 17 years old. The characteristics of
respondents in several aspects are as seen in
Table 2.

Figure 1. Path Diagram of the research
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Table 2 : The characteristics ot respondents.
Characteristi Respondent Numbe Perce;ntag
cs r e%
Sex Female 47 47
Male 52 52
Age (year) 17-25 91 91
26-55 8 8
Education SMP 1 1
SMA 48 48
Co!lege/ 51 51
university
Occupation Student 50 50
Prive employee 22 22
Housewife 5 5
Unemployed 11 11
Others 11 11
Income <IDR 2.000.000 75 75
IDR 2.000.000- 3 3
IDR 3.000.000
IDR3.001.000- 3 3
IDR 4.000.000
IDR 4.001.000- 3 3
IDR 5.000.000
>|DR 5.000.000 5 5

Analysis results show that the most
respondents who drink instant coffee are male
(53%), whereas female respondents is 47% of
total respondents. It indicates that the majority
of coffee drinkers are male. This is in accordance
with research results [11], [12] that show the
percentage of male coffee drinker is 82%. It
indicates that generally the majority of coffee
consumer is male.

Based on the age, coffee is mostly
consumed by 18 to 25 year-old respondents, with
the number of 91 respondents or 91%. In term of
education, the majority of respondents that
consume instant coffee are in college/university,
with the number of 51 respondents or 51% of
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total respondents. It shows that general
respondents are students or university students
in productive age. This result is parallel with
research result [11] that shows that most
respondents are below 30 vyears old with
percentage of 40,58%. It means that people
below 30 years old is the potential market for the
expansion of coffee consumer. Another research
[13] also indicates a similar thing that the
majority of coffee consumer is young generation.

Based on allowance or income level, the
majority of respondents are with income level of
<IDR 2.000.000 with 75 respondents or 75% of
total respondents. It shows that most students in
Malang, despite the allowance of <IDR 2,000,000,
have the culture or habit of consuming instant
coffee. Therefore the improvement of coffee
product and its diversification shall consider the
buying power of consumers who mostly have
income of less than IDR 2,000,000. Similar thing
has also been shown in research [14], that 77 %
of coffee consumers earn < IDR 2 million. The
finding shows that most consumers are from
middle to lower circle.

Prediction Models

Structural model using SmartPLS2,0 is as
shown in Picture 1. Research model is formulated
and tested using prediction pattern of relational
ties and clausal relationship. Measurement
model is used to analyze the levels of construct
validity and instrument reliability.

Research Instrument Test Results

Analysis shows that all research
indicators in the questionnaire have met the
requirement, which is r count > r table. The
reliability test shows positive value of Cronbach’
alpha, for all variables have the value of
Cronbach’ alpha greater than 0,6. Based on the
analysis, instruments in this research are valid
and reliable.

Evaluation Results on Measurement Model
(Outer Model)

Based on the analysis, loading factors of
all indicators which represent the construct have
positive values, which are > 0,5. All AVE values in
this research are greater than 0,5. Therefore all
variables and indicators used in this research are
valid. By considering the construct, it can be seen
that the construct has good reliability. It means
that the variables and indicators can be used for
further analysis.

Evaluation Results on Structural Model (/nner
Model)

Structural model in PLS is evaluated with
R2. R? is used to analyze the variation level of
independent variables change as compared to
dependent variables. The developing of
consumer preference model is affected by factor
of price and quality by 40%, whereas the variable
of consumer purchasing decision is affected by
variable of consumer preference by 41.5%.
Therefore the value of Q? predictive relevance
can be formulated as follows: Q% = 1-(1-0,4) — (1-
0,451) = 0,949. Q? value in this research has met
the requirement of construct with feasible
relevance predictions, and can be used since Q? >
0. Various research results show varying Q2
value, which is a reflection of the contribution of
variables to model forming.

Hypothesis Testing

The resuls of hypothesis testing on
hypothesis significance are shown in Table 2.
Table 2 shows that, if t-count>1,66 in the
significance level of 5%, the hypothesis is
significant.

Table 2. Hypothesis Testing Results

Static Outer t-count t-table Note
Hypothesis Loading

Price- 0,256 1,925 1,66 Significant
preference

Quality- 0,117 0,770 1,66 Not
preference significant
Preference- 0,719 12,926 1,66 Significant
Decision

The influence of price to consumer preference
Hypothesis testing shows that price
affects consumer preference. This is in
accordance with the opinion [6] that consumer
purchasing decision of a product is affected by
consumer behavior. Change in a product price
will cause high demand on the product.
Generally, lower price will have a positive effect
on the increase of product demand. This finding
is different from research result [15], which
states that price has no effect on decision of
online purchase. Thus besides preference, some
other aspects such as reachability and buying
power of the intended segment shall also be
considered while deciding the price of a product.
Instant coffee products on the market
are relatively cheaper than coffee products from
cafes or coffee stalls. Instant coffee price varies
depending on brand and type of coffee. This is
corresponding to the intended market of coffee
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instant, which is student or college/university
student. Instant coffee is targeted for potential
market of students not only because it is
relatively cheap, but also it is easily found in
shops or shopping centres.

The majority of coffee instant
consumers in Malang are students and
college/university students with the average
income below IDR 2,000,000. These coffee
consumers drink instant coffee as part of their
lifestyle. Instant coffee is consumed while they
are staying up late doing their assignment,
hanging out with friends, or merely relieving their
exhaustion.

Certain segment of instant coffee
consumers consider the product quality, but the
price is still the main factor. This research result
is in accordance with some previous researches
[4]; [6], which discover that price greatly affects
consumer demand. Higher instant coffee price
will cause decreasing of product demand.
Nevertheless, some instant coffee products,
which are intentionally developed for certain
market, have relatively higher price. This is to aim
a specific market segment with specific social
status, as well as to meet that specific consumer
preference.

The influence of quality on consumer
preference.

Hypothesis testing results indicates that
there is no sufficient evidence showing that
instant coffee quality influences consumer
preference. Presumably this is because the
general consumers have income of < IDR
2.000.000,- per month. Consequently consumers
would rather consider the price than the quality.
This is because the majority of the respondents
are students who considers the price more than
the quality while making their preference. The
factor of quality is less considered because
students care more on how to meet their
lifestyle. Discussion with some respondents
reveals that curiousity and the need to hang out
with friends have been the main factors for these
(student) consumers to drink instant coffee in
certain place. The majority of respondents (91%
of total respondents) in this research are 18-25
year-old teenagers.

The influence of consumer preference on
purchasing decision.

Analysis results show that consumer
preference influences purchasing decision. This is
corresponding to various researches that analyze

the role of preference in purchasing decision.
According to [16], preference has influence on
consumer’s  purchasing decision.  Another
research [17] also shows similar finding, that
consumers deeply consider some aspects that
influence their preference while making decision
to purchase. It also reveals that brand affects
preference and purchasing decision.

While making decision to purchase an
instant coffee product, consumers purchase
instant coffee because of their need. Most of the
respondents in this research are students aged
18 to 25 years old. Instant coffee consumers
drink instant coffee as a part of their lifestyle, a
stress relief and a media for hanging out with
their friends. Before deciding to purchase an
instant coffee product, consumer does some
information search regarding the product. This
information search is done through some
advertisements on TV and other social media.
When consumers get appropriate and accurate
information regarding the instant coffee product
(including price, ingredients and serving
suggestion), they will buy it.

When consumers are satisfied with the
instant coffee product, they will recommend the
product to friends and family. According to
research [18] there are 4 factors that influence
consumer to purchase, which are quality, price,
brand and availability of the product.

Managerial Implications

Price is the key factor that influences consumer
preference in consuming instant coffee. Product
quality, although in this research has insignificant
influence, still needs to be overseen in order to
provide the finest service for consumer.

CONCLUSIONS

1. Product price is proven to have significant
influence on consumer preference. Similarly,
consumer preference has influence on
purchasing decision. The variable of quality
shows insignificant influence on consumer
preference. It indicates that consumer
considers the price more than the quality
while making preference and purchasing
decision.

2. As the implication of this research, producer
shall consider the aspect of more efficient
production and lower production cost to
improve consumer preference. It
consequently will have the effect on
purchasing decision.
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