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Analysis of Foreign Customers’ Price Sensitivity on Korean Traditional
Restaurants Using Price Sensitivity Measurement
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Abstract

The purposes of this study were (1) to analyze price sensitivity, (2) to define the range of acceptable prices
for each foreign segment, and (3) to provide a price model for Korean traditional restaurants. From October
to November, 2006, a total of 781 foreigners responded to individual surveys. Statistical analyses on the survey
data were performed using descriptive statistics and Price Sensitivity Measurement (PSM). Major findings
from the study are as follows: First, the ranges of the acceptable prices were $98~$130 for fine dining/gourmet
restaurants, $70~$90 for theme/ambience restaurants, $40~$60 for popular/family restaurants, and $18~$30
for convenience/fast food restaurants. Second, the convenience/fast food restaurants showed the highest price
sensitivity. Third, a low stress level and wide range of the acceptable price were observed for the fine
dining/gourmet restaurants, suggesting that the price sensitivity of the fine dining/gourmet restaurants was
quite low. Finally, the price sensitivity indicated by the Japanese was higher than by the other groups. In
consequence, the research findings suggest that the managers of the Korean traditional restaurants should
strategically plan prices by understanding different customers’ price sensitivity within and between customer
segments. Through additional research, marketers can compare perceptions of specific brands, the competition,

and variations within a product line.
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Table 1. General characteristics of participants (n=781)
Variables Category Fre((q%e)ncy
Male 455 (58.3)
Gender Female 321 (41.1)
No response 5(0.6)
Under 20 35 (4.5)
21~30 209 (26.8)
31~40 304 (38.9)
Age 41~50 174 (22.3)
51~60 46 (5.9)
Over 61 4(0.5)
No response 9(1.2)
America 179 (19.3)
Nationality China 294 (31.6)
Japan 308 (33.2)
Visitors 547 (70.0)
Foreigners Residents 229 (29.3)
No response 5(0.6)
Less than 5 27 (3.5)
Average 5~10 213(27.3)
frequency of 11~15 270 (34.6)
dining out 16~20 192 (24.6)
per month Over 21 75(9.6)
No response 4(05)
$1~%5 238 (30.5)
$6~$10 122 (15.6)
$11~$15 83 (10.6)
Average cost  $16~$20 168 (21.5)
per meal $21~%25 9(1.2)
$26~$30 19(24)
Over $31 72 (9.2)
No response 70 (9.0)
Less than $1,000 134 (17.2)
$1,000~$2,000 64 (8.2)
Average $2,001 ~$3,000 46 (5.9)
income $3,001 ~$4,000 175 (22.4)
Over $4,001 250 (32.0)
No response 112 (14.3)
Student 194 (24.8)
Office worker 183 (23.4)
Housewife 42 (5.4)
. Self-employed 174 (22.3)
Occupation Teacher 71 (9.1)
Professional (doctor, lawyer etc.) 75 (9.6)
Missionary work 6(0.8)
‘Other 25(3.2)
No response 11(1.4)
1 258 (33.0)
2~5 457 (58.5)
Visiting times 6~10 41 (5.2)
Over 11 9(1.2)
No response 16 (2.0)
Sightseeing 184 (23.6)
Business 199 (255)
Main purpose Visiting friends or relatives 98 (12.5)
of this visit Participating festival or event 80 (10.2)
Study 119 (15.2)
Other 86 (11.0)
No response 15(1.9)
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Fig. 1. Price Sensitivity Measurement of fine dining/
gourmet restaurants.
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Fig. 2. Price Sensitivity Measurement of theme/ambience
restaurants.
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Fig. 3. Price Sensitivity Measurement of popular/family
restaurants.
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Fig. 4. Price Sensitivity Measurement of convenience/fast
food restaurants. ’
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Table 2. Comparisons of the price sensitivity by nationality (n=781)
Type Nationality Indifference price Optimal pricing  Point of marginal ~ Point of marginal
point cheapness expensiveness

Fine dining/gourmet ~ Lrmericans $95.0 $84.0 $80.0 $100.0
restaurants . Chinese $117.6 $96.7 $93.0 $120.0
estaur Japanese $1175 $124 $109.0 $132.0
Theme/ambience Americans $69.0 $58.0 $54.0 $71.0
restaurants Chinese $74.0 $70.0 $62.0 $82.0
Japanese $34.0 $96.0 $82.0 $99.0

Popular/famil Americans $40.0 $36.0 $32.4 $50.0
rgstaurants Y Chinese $47.5 $39.0 $37.0 $58.0
Japanese $61.6 $71.0 $55.6 $79.8

Convenience/fast food Americans $19.2 $13.0 $10.0 $20.0
restaurants ‘ Chinese $235 $17.5 $14.5 $24.0
Japanese $40.0 $30.2 $29.2 $45.0
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