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Abstract:

This research related to meal price of food truck service business. Descriptive data was collected
through a questionnaire survey. Respondents were Thai people age 16 - 35 up years. The vast
majority of 226 respondents were in the age group between 21-25 years with 45.2 percent
respondents. There were male 35.8 percent and female respondents 64.2 percent. This research
indicated the maximum willing to pay was the maximum price at 150 baht. On the other hand,
minimum willing to pay was the minimum price at 25 baht. The range of acceptable prices was
between 25 - 150 baht. The resulting distribution enabled the researcher to determine upper and
lower price limits for western food. The results showed that consumers considered the food to be
cheap at 65 baht. If the price fell below 33 baht, the lower limit could cause the item to be judged as
being of questionable quality. The consumers considered the highest price at 119 baht. If the price
rose over 180 baht, the upper limit can cause the item to be judged as being too expensive,
suggesting quality levels and attributes exceeding those desired by the consumers. They felt the
food was cheap as felt it was expensive at 50 baht (indifference price). In term of the price stress,
the indifference price (50 baht) was greater than the optimal price (35 baht). They felt some stress
over price, since the price that they would most like to pay was lower than the price they view as
cheap.
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Introduction

Restaurants in Thailand are the top businesses that investors are interested in investing.
From database of website Wongnai (1 February 2018) revealed that the restaurant business is
growing continuously. There are 205,709 restaurants in Thailand. Number of new restaurants
opened in 2017, higher than 2016 accounted for 8.5 percent and higher than in 2015, representing
14.9 percent. Kasikornresearch (Krasairtat, volume 2904, 2018) valuated the restaurant business
market in 2018 that’s worth 411,000 - 415,000 million baht with growth rate of 4-5 percent from
2017. At present, there are more restaurant operators operating in department stores and large
retailers. By expanding the branches of department stores and large retailers and increasing the
proportion of 30-40% to be part of food destination which is open space for restaurant operators,
restaurant chains, entrepreneurs and general retail operators. It can be said that it is an increase and
more diverse in dining options in department stores and large retailers. From the original, mainly
used as a restaurant chain services. However, Increasing the proportion of restaurants in department
stores and large retailers, is both a competitive position for department stores and large retailers as a
destination for eating (food destination), by using a restaurant as a magnet to attract consumers to
use the services of department stores and large retailers, and also allows new restaurant operators to
enter the business. This strategy results cause more intense competition between restaurant
operators in department stores and large retailers. In addition, rising business costs is a challenge for
restaurant operators. The renting space in a high potential location including rising labor costs
affects all restaurant operators. The expansion is partly due to the cost push. Especially, rental space
in potential locations and labor costs that result in operators having to set at high level food prices in
order to cover various costs Increasing. In 2018, the expansion of the restaurant branches is still a
strategy that restaurant operators pay attention. Even though the expansion of branches will enhance
expanding the total revenue of the restaurant operators but most of them come from the revenue of
new branches, because of customers having a tendency to spread the use of new branches. It
consequently resulting in lower revenue of the old branches or grow slowly. Therefore, the
challenge of entrepreneurs is to determine the position of the competition, select the food service
model that attracts customers and the pricing that the customer can accept. Including selection of
locations for opening or expanding branches which must be a location that can reach the customer
base in order not to affect the revenue of the old branch. By means of expansion of branches to new
areas where the competition is not intense including the rental rate is not very high. The food
service operators also have the opportunity to expand the branch to new locations with open areas
for restaurants such as gas Station, office buildings in the city center area where the target
customers are the group with purchasing power including hospitals with various services to
facilitate patients and visitors (Kasikornresearch, Krasairtat, volume 2904, 2018).

The rise of the food trucks or mobile culinary services has many chefs jumping into the
mobile food industry. At Bangkok the mobile gourmet revolution hits the streets. A food truck is a
large vehicle equipped to cook and sell food. Some, including ice cream trucks, sell frozen or
prepackaged food; others have on-board kitchens and prepare food from scratch. Sandwiches,
hamburgers, French fries, and other regional fast food fare is common. In recent years, associated
with the pop-up restaurant phenomenon, food trucks offering gourmet cuisine and a variety of
specialties and ethnic menus, have become particularly popular in Thailand. Food trucks are subject
to the same range of concerns as other culinary service businesses. They generally require a fixed
address to accept delivery of supplies. A commercial kitchen may be needed for food prep. There
are a variety of permits to obtain, and a health code to observe. Labor and fuel costs are significant
part of the overhead. So pricing is very important. Price must be set to cover expenses under
condition of customers’ acceptable price range.
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Statement of the problem and justification

Food truck service owners should considerable steps in establishing price strategies that
have improved the bottom line while maintaining consumers’ good will. Those prices are also often
set without an understanding of customers’ perceptions of price. The matter of pricing for food
truck services confronts at least three complex factors (Valerie Zeithaml and Mary Jo Bitner, 2012)
. (1) customers often have inaccurate of limited reference prices for services, (2) customers use
price as a key signal for quality, and (3) monetary prices is not the only relevant cost for service
customers. Because of the complexity of pricing services, researcher believes the food truck service
owners will find it useful to measure customer’s price sensitivity before establishing prices for food
items or determining what the price should be. The owners first determine what customers are
willing to pay for a food items and then determine what they need to do to develop a product in that
price range. If the price customers are willing to pay could not guarantee a profit, then the product
was not further developed. This research will explore price sensitivity of customers’ food truck
services. It will determine a range of acceptable prices and an optimal price point based on an
analysis of price ratings obtained from customers. Key data analyzed is from responses to questions
about what prices for a food truck service are considered too cheap or too expensive. Plotting this
information onto price maps shows cheap/expensive, too cheap/too expensive, price-stress analysis,
and range of acceptable price thresholds as well as the price point considered optimal.

Objectives of research

The objectives of this research are five-fold:

To identify cheap price, expensive price for food truck services.

To identify too cheap price, too expensive price for food truck services.

To identify indifference price, optimum price, and price stress for food truck services.
To identify range of acceptable price for food truck services.

To measure the price sensitivity of food truck services.

agrwdE

Research Variables

Dependent variables are customers’ price-Sensitivity (cheap price, expensive price,
indifference price, too expensive price, too cheap price, optimum price, price stress, and range of
acceptable price). Independent variables are level of price (open end).

Operational Definition

1. Customers’ price-sensitivity

In consumer behavior, price sensitivity (also called the elasticity of demand) is the degree
to which price affects the sales of food at food truck service. Customers’ price-sensitivity means the
degree to which demand drops as you increase the price of food.

2. Willingness to pay

Willingness to pay (WTP) is the maximum amount an individual is willing to buy food at
food truck service. The price of the transaction will thus be at a point somewhere between a buyer's
willingness to pay and a seller's willingness to accept.
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Research Conceptual framework
This research has framed the research concept as follows:

Independent variable Dependent variable

Level of price (open end) :> Customers’ price-sensitivity
= Cheap price

= Expensive price

= Indifference price

= Too expensive price

= Too cheap price

=  Optimum price

= Price Stress

= Range of acceptable price

Figure 1. Research conceptual framework

Literature review

Price-Sensitivity measurement

Price sensitivity was explored by Andre Gabo and Clive Granger that presented in the
journal Management decision. Gabor and Granger proceeded a study in which they asked
respondents to state the highest and lowest prices at which they would purchase selected
inexpensive items. The resulting distribution enabled the researchers to determine upper and lower
price limits for these products. Gabor and Granger suggested that within these limits price may
continue to act as a quality indicator but does not act as an absolute barrier to purchase. Outward
these limits, however, price may act as the dominant indicator of quality and, further, may become a
barrier. A price falling above the upper limit can cause the item to be judged as being too expensive,
suggesting quality levels and attributes exceeding those desired by the customer. A price falling
below the lower limit, on the other hand, can cause the item to be judged as being of questionable
quality. The price-sensitivity measurement (PSM) contains four questions. When customers’
compile responses to those questions are graphed, the model indicates the price-sensitivity level of
the market being tested. The questions are:

1. At what price on the scale do you consider the product or service to be cheap?

2. At what price on the scale do you consider the product or service to be expensive?

3. At what price on the scale do you consider the product or service to be too expensive, so
expensive that you would not consider buying?

4. At what price on the scale do you consider the product or service to be too cheap, so
cheap that you would question the quality?

The respondents to those questions are analyzed statistically and plotted on a graph. Lewis
and Shoemaker (1997) explained in the Cornell Hotel and Restaurant Administration Quarterly that
the first two questions are used to determine the indifference price, or the price at which an equal
number of respondents feel the service is cheap as feel it is expensive (Graph A).
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Percentage of respondents

100%
Expensive

low price High price

Figure 2. Graph A

The second two questions are used to determine the optimal pricing point, the price at
which customer resistance to purchase is at its lowest and an equal number feel the service is too

cheap as feel it is too expensive (Graph B).

Percentage of respondents

100%
Too Expensive

Too Cheap

low price High price

Figure 3 Graph B

When the four cumulative distributions are combined, one can determine whether there is
“stress” in price consciousness (Graph C). The closer the optimum price is to indifference price, the
less price-conscious are the respondents. The more the optimum price falls to the left of the
indifference price, the greater is the number of consumers who feel the “normal” price is too high —
that is, they are more sensitive to price.
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Percentage of respondents
100%
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érence price
& Cheap
Optimal pricing point

low price ¢ iigh price
Price stress

Figure 4. Graph C

The final manipulation gives the range of acceptable prices. This results in a four-curves are
graphed with the reversed cumulative distributions of the “cheap” and “expensive” curves. Which
can then be labeled “not cheap” and “not expensive” (Graph D). The basis for the inversion is that,
logically, if something is expensive it is not cheap. But asking respondents to state a price that they
consider “not cheap” is awkward and prone to error. The intersection of the two reversed curves is
the point of marginal cheapness (PMC), or the point where the number of respondents who feel the
service is too cheap is equal to the number of respondents who feel it is not cheap (Graph D)

Percentage of respondents

100%
Not cheap
Too expensive
Range of
acceptable price
Not expensive
— Too cheap
—_—
low price High price
Point of Point of
marginal cheapness marginal expensiveness

Figure 5. Graph D
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The intersection of the “not expensive” and “too expensive” curves is the point of marginal
expensiveness (PME). This is the price point where the number of respondents who feel the service
IS too expensive is equal to the number of respondents who feel it is not expensive.

The range of acceptable prices has the point of marginal cheapness as its lower price limit
and the point of marginal expensiveness as its upper price limit. Operators would be imprudent to
price outside this range unless there is real change in the perceived value of positioning of the
product or service. (Lewis and Shoemaker, 1997)

Pricing

Price has a significant role in selecting a product. For company point of view price is
reward or value given in return of need fulfilment to company. Perceived customer expectations and
price should be in accordance with each other. Skindaras (2009) we can discover a lot of
merchandise on this planet possessing different price ranges. Price is one of the four P’s of
Marketing Mix that has significant role in implementation of marketing strategy. (Kottler &
Armstrong 2012). Han (2009) claim that one of the most adaptable factors which improved quickly
is the pricing (Andalleb et al., 2006) the costs associated with restaurant merchandise furthermore
vary according to style of restaurant. If your price is large, clients may very well expect premium
quality. ” Also, in the event the price is minimal, clients may perhaps believe that restaurant is poor
in terms of merchandise and also program excellent. Furthermore, because of the competition
within of the restaurant industry, clients will be able to identify interior reference point price ranges
inside their head plus they constantly evaluate and also analyze the values in terms of many
characteristics associated with restaurant upon every acquire, an inside reference point price is
understood to be an expense within potential buyers ‘memory of which acts as a criteria intended
for contrasting precise price ranges (Grewal et al., 1998). Besides previously mentioned variables
preference associated with merchandise, campaign, within aspect actual physical environment and
also program excellent also have major romantic relationship toward customer satisfaction within
fast food industry associated with chosen human population. Andleeb (2006) researched of which
price or cost associated with restaurant furthermore varies as outlined by style of restaurant.
Shoppers may very well understand price associated with restaurant in terms of its merchandise and
also program excellent. In accordance with Chang & Wildt (1998) the value provides its major
influence upon customer perception about quality if it's really the only details indicated available. In
respect the study associated with buyer want to undertake a price and also quality instead of
complex elements within sturdy items (Chui et al., 2006).

Willingness to pay (WTP)

The maximum WTP is the maximum price at which a consumer would buy a unit of a
product or service (Wang, et al., 2007). The WTP of an individual or a household can generally be
estimated based on panel data or data generated from surveys or experiments. Direct questioning is
one of several common elicitation methods for WTP (Jedidi and Jagpal. 2009). Miller et al. (2011)
revealed that hypothetical methods also lead to correct demand curves and pricing decisions.
Furthermore, they showed that a direct elicitation approach is more suitable for relatively lower-
priced, more frequently purchased, non-durable products (Miller et al., 2011) as food product are.

Development measuring instrument and scale measurement

Instrument

The instrument was based on price-sensitivity measurement (PSM) developed by Lewis and
Shoemaker (1997). To generate the range of prices, respondents were first saw burgers as
illustrations for queries.
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They are then asked the following six questions:

1. What is your gender? Male / Female

2 How old are you? .................... years (Open-Ended question)

3. Assuming you could buy this food at food truck, at what price would consider this item
to be cheap? ............. baht (Open-Ended question)

4. Assuming you could buy this food at food truck, at what price would consider this item
to be expensive? ............. baht (Open-Ended question)

5. Assuming you could buy this food at food truck, at what price would this item be so
expensive that you would not purchase the product? ............. baht (Open-Ended question)

6. Assuming you could buy this food at food truck, at what price would this item be so
cheap that you would worry about the quality? ............. baht (Open-Ended question)

Description of Procedures

This research involved collecting data in order to answer questions concerning the meal
price of food truck service. Descriptive data were collected through a questionnaire survey.
Customers’ perspectives were measured through a page self-completed questionnaire written in
Thai, administered to a sample of 500 respondents of the district in Bangkok, Thailand.
Respondents’ questionnaires were distributed within 4 months. The questionnaire comprised 6
questions. The first part contained basic data of respondents’ gender and age with 4 open ended
questions aimed to identify the range of prices being staged. Once collected, all data were entered
into SPSS version 15.0 for further analysis. Descriptive statistics are used to describe the subjects
and customers’ price-sensitivity. The results information presented by descriptive with percentage
(%) and mean in the form of tables, graph, and text.

Respondents’ demographic profiles

Respondents of this research are Thai people age 16 — 35 up years who living in Bangkok.
Since the population has 67,931 members, researcher is concerned with 500 subjects. A total of 500
questionnaires are distributed between October 2017-January 2018. The socio-demographic profiles
of respondents almost 64.2 percent are female and 35.8 percent are male. Concerning the age of the
respondents, the majority of them (45.2 percent) are between 21-25 years old. The corresponding
numbers of respondents aged 16-20, 21-25, 26-30, 31-35, and 35 or above were 65 (13%), 226
(45.2%), 68 (13.6%), 49 (9.8%), 92 (18.4%), respectively (Table 1).
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Table 1. Respondents’ demographic profiles (N=500)
Frequency Percentage

Gender
female 321 64.2
male 179 35.8
Age
16-20 65 13.0
21-25 226 45.2
26-30 68 13.6
31-35 49 9.8
35up 92 18.4

Major Findings

=

The customers considered the product or service to be cheap at 65 baht.

The customers considered the product or service to be expensive at 119 baht.

3. In term of the indifference price, the researcher found the price at which an equal number of

respondents feel the service was cheap as feel it is expensive was 50 baht.

They felt it was too expensive to purchase or too expensive at 180 baht.

They felt it was too cheap to purchase or too cheap at 33 baht.

In term of the optimum price, the price at which an equal number of respondents felt the service

was too cheap as feel it was too expensive is 35 baht.

7. In term of the price stress, the indifference price (50 baht) is greater than the optimal price (35
baht). They felt some stress over price, since the price that they would most like to pay is lower
than the price they view as cheap.

8. The range of acceptable prices was between 25 - 150 baht.

N

o oA

Research Limitations

Research limitations related to the following points:
1. Cuisine type, this research was suitable for Western cuisines such as burgers because
researcher used burgers as illustrations for queries.
2. Population scope, this research was representative of people in Bangkok, Thailand.

Conclusions and discussion

From marketing standpoint, businesses should set prices at the exact best point at which
seller and buyer produce the optimum revenue. This is known as equilibrium price. In reality, it is
very difficult to achieve the perfect price, even though computer software models and real-time
analysis of sales volume at given price points has helped in this area. Even if a slight price increase
diminishes sales volume, the relative gains in revenue on each product may overcome a
proportionally smaller decline in customer purchases. Therefore, setting the right price is important
for the business.

This research indicated the maximum willing to pay was the maximum price at 150 baht. On
the other hand, minimum willing to pay was the minimum price at 25 baht. The range of acceptable
prices was between 25 - 150 baht. We asked respondents to state the highest and lowest prices of
food at food truck services. The resulting distribution enabled the researchers to determine upper
and lower price limits for western food (burger). The results showed that customers consider the
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food to be cheap at 65 baht. If the price fell below 33 baht, the lower limit could cause the item to
be judged as being of questionable quality. The customers consider the highest price at 119 baht. If
the price rose over 180 baht, the upper limit can cause the item to be judged as being too expensive,
suggesting quality levels and attributes exceeding those desired by the customers. They felt the food
was cheap as felt it was expensive at 50 baht (indifference price). Gabor and Granger suggested that
within these limits price may continue to act as a quality indicator but does not act as an absolute
barrier to purchase. Outward these limits, however, price may act as the dominant indicator of
quality and, further, may become a barrier. Buyers will be more willing to pay if they believe that a
higher price signals higher quality. A price rising above the upper limit can cause the item to be
judged as being too expensive, suggesting quality levels and attributes exceeding those desired by
the customer. A price falling below the lower limit, on the other hand, can cause the item to be
judged as being of questionable quality. In term of the optimum price, the price at which an equal
number of respondents felt the service was too cheap as felt it was too expensive was 35 baht. In
term of the price stress, the indifference price (50 baht) was greater than the optimal price (35 baht).
They felt some stress over price, since the price that they would most like to pay was lower than the
price they view as cheap. If the owners understood customer willingness-to-pay before any
negotiations commenced, they could develop strategies to realize that price during the negotiation.
Salespeople rely on their experience and selling skills to draw out this information using historical
data and value-based pricing methodologies to understand how a customer values their products.
Influences on Price-Sensitivity

Several common factors affect the level of sensitivity customers generally have within a
particular industry or toward a certain product. Buyers of luxury goods are often less sensitive than
buyers of everyday products. The more options a buyer has, the more sensitive he is to a price
change in most cases. Higher-priced products, such as cars, luxury hotel and popular luxury brands
goods, usually lead to greater price sensitivity since they take up a large percentage of the buyer's
budget.

Pricing Strategy

The Reputation of shop, chef or branding and pricing strategies contribute to the level of

price sensitivity in the market. The food truck services typically use advertising and other
promotional techniques to make customers less price-focused and more concerned with core
product benefits. The more a customer values other benefits, the less price sensitive they becomes.
Additionally, establishing and maintaining a higher-end upfront price point is a common approach
to making customers less price-conscious. Targeting higher-income buyers is another strategy.
Some food truck services use penetration pricing, or low upfront prices to attract customers, often at
the risk of establishing price-orientation and sensitivity at the onset of a product launch.
The findings of research determined that the order of importance of the following tools for
marketing food truck services were as follows: good three locations are shopping and parking area,
festivals and food truck events and night life sites, respectively. The results revealed the marketing
strategy elements of food truck service were safe and tasty food, good value for money, and
reputational resonance, were being used under heading of responsiveness to check the service
quality that was contributing maximum towards customer satisfaction in food truck service industry.
This showed the importance of a diverse array of communication and marketing to customers to
influence their selection of food truck services.
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Future researches

The future research assumption to be studied is food truck services demand estimation or
buying intentions survey and food truck services market segmentation.

Second assumption to be studied is investigating price knowledge, willingness to pay and
real purchase decision in order to gain insights into food truck services customers’ price sensitivity.

Third assumption to be studied is exploring the relationship between cuisine types and
culinary services pricing/meal price. For example, Thai cuisine compares to Korean, Japanese,
Chinese, and Vietnamese cuisines.
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