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Price Elasticity Analysis of University Studenis in
Foodservice Operations for Pricing Policy
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ABSTRACT

The purposes of this study were to : (a)analyze price elasticity of university students in foodservice operations and (b)provide
insight for price decision-making. Questionnaires were composed of 3 parts-the measurement of price elasticity, the utilization
and opinions of smdents on university foodservice operations, and demographic information regarding respondents. The
questionnaires were distrbuted to 600 university students of 6 universities located in Scoul. Statistical data analysis was
completed using the SAS package for descriptive analysis, t-test, ANOVA, and Pearson's correlation. The results of this study can
be summarized as follows : The average price for lunch was W1,663 for campus food, and $¥2,965 for off-campus restaurants.
The frequency of utilizing the university cafeteria was fairly high. Students felt that the proper price for lunch was W1,446,
presenting a lower price than the actual average price for lunch. The price elasticity was investigated in relaton to the change in
utilization rate when there was a price increase. The price elasticity was 2.03, with significant differences berween sex, age, and
major. The groups utilizing the university cafeteria frequently, taking longer time to go to off-campus restaurants, or that were
satisfied with the university cafeteria, had a lower price elasticity than those that did not. The results of this study suggest that
predicting the price clasticity of the target market would assist the pricing policy, and the fact that the same students have
different price elasticity by place and atmosphere can be used in marketing strategies. (Korean J Community Nutrition 4(4) : 587~
593, 1999)

KEY WORDS : price elasticity - satisfaction - pricing - university cafeteria.
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Table 1. Demographics of respondents

Category Characteristics Nurnber Percent(%)
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Table 2. Average price for lunch

Category Number Mean£5.D.
On-campus food 553 1633.18+596.07
Off-campus food 543 2965.294+920.27

Table 3. Status of students utilizing on-campus foodservice facili-
ties

Gender Male ’ 258 46.5
Female 297 53.5
18-20 256 46.5
Age 21-23 189 34.4
24 - 105 19.1
Hurmanities 95 17.2
Science & engineering 158 28.6
i Business 146 264
Major Art & physical education 24 4.3
Law, sociology & theology 104 18.8
Life science & education science 25 4.5
Freshman 129 233
Sophomoare 153 27.7
Year Junior 129 23.3
Senior 135 244
Graduate students 7 1.3
Monthly <3149,999 103 18.7
spending W150,000 - ¥249,999 250 45.5
toney ¥250,000 - W349,999 141 25.6
¥W350,000 - 56 10.2
1 66 12.0
2 418 75.7

Source of 3 0 0
spending 1+2 63 114
money” 1+3 2 0.4
2+3 2 0.4
1+2+3 1 0.2

a) 1=self-earned, 2=from parents or others, 3=scholarship

Category Characteristics Number Percent(%)
Almost everyday 190 343
3 -4 times/week 172 31.0
Frequency 1-2 times/week 100 18.1
1 -2 times/month 30 5.4
Seldom 62 11.2
<5 mins. 72 13.1
Time consumed in 6—-10 mins. 181 32.8
going off-campus 11 -15 mins, 169 30.7
restaurants 16 =20 mins, 88 16.0

21 mins. or_more 41 7.4
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Fig. 1. Relationship of proper price to actual average price for lunch.
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Table 4. Price elasticity in relation to demographics of respondents, utilization & opinions

Decrease in use

Category Characteristics Number (Mean+5.D.) Price elasticity Statistics
Male 258 34.55+27.15 1.73
Gender Female 297 45.68+27.29 2.28 T=-479%
18~ 20 256 41.571£27.42 2.08°
Age 21-23 189 43.44+27.95 217° F=5.92%
24— 105 32.31+26.37 1.62°
Almost everyday 189 32.70425.59 1.64"
3 -4 times/week 171 38.30+25.46 1.82%
Frequency in use 1-2 timesfweek 100 44.40+28.04 222 F=13.13**
1-2 times/month 30 54.67£23.15 273
Seldom 62 57.26131.74 2.86°
<5 mins. 72 49.86+30.83 2.49°
Time consumed 6—10 mins. 180 432242774 2.16™
in going 11 =15 mins. 168 37.08L£24.48 1.85° F=4.34**
off-campusrestaurants 16— 20 mins. 88 34.32+28.52 1.72°
21 mins. or more 41 41.71£28.19 2.09%
Unsatisfied 219 45.431£28.24 2.27°
Overall satisfaction Average 278 39.06+26.93 1.95° F=09.43+
Satisfied 56 283942578 1.42°
. . Bad 202 44.311£29.25 2.22°
Satisfaction on Averagy 288 39.79426.56 1.99® F=5.32%+
quality of food Good 63 31.59+26.35 158"
Expensive 238 46.89+£28.56 2.34°
Satisfaction on price Reasonable 247 36.034:24.67 1.80° F=17.71%*
Cheap 53 26.421+25.58 1.32°
< 01
a, b, ¢) Values with different superscripts are significantly different by Scheffe's multiple range test
Table 5. Response & price elasticity when there is a price increase
Category Number(%) Dg\jr:::i ISnDu; ¢ Price elasticity F value
Look for alternatives 114(20.7} 60.70+30.36 3.04°
Use cafeleria despite dissatisfaction 190(34.5) 246842031 1.23° Fa g0 749
Undersland the price increase & continue Lo use 64(11.6) 27.50£22.33 1.38° ’
Reduce the cafeteria usage 183(33.2) 48.84+22.76 2.44°
~p< 01

a, b, ) Values with different superscripts are significantly different by Scheffe's multiple range test
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