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Amidst the increased demand forpublic health products caused by the COVID-19 epidemic,
Indonesia's herbal business hasrecognized opportunity for expansion, particularly in the area
of sugar-free instant herbal beverages. The purpose of this study is to define customer profiles
and identify the factorsimpacting customers'willingness to pay forsuch products using a dual
technique of cluster analysisand Structural Equation Modeling - Partial Least Squares (SEM-
PLS). The study identifies three unique client groups: teen students (Cluster 1), early adul
workers (Cluster 2), and late adult workers (Cluster 3). Income, health consciousness, product
quality,and price are factorsthathave a favorable andsignificantimpact on willingness to pay
across all clusters. Notably, in Cluster 3, willingness to pay is more influenced by product
quality, health consciousness, and price. These findings are useful for the Indonesian herbal
business, as they will guide targeted marketing tactics and product development efforts to

efficiently serve to varied consumer demographics.

Keywords: Customer Clustering, Sugar Free Beverages, Marketing Strategy, Herbal Industry,

Willingness to Pay
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1. INTRODUCTION

Inrealizing the 8th Sustainable Development Goal, decent work and economic growth can be realized through effortsto
increase economic productivity by maximizing Indonesia's natural resources, including the wealth of medicinal plants. Indonesia
produces medicinal plants or herbs with fertile soil conditions, a good climate, and flora diversity (Mabel, Simbala, & Koneri,
2016). Researchers found that Indonesia's tropical forests have at least 19,871 medicinal plants as traditional ingredients
(Indonesia's Center for Research and Development of Medicinal Plants and Traditional Medicines, 2015). The high diversity of
medicinal plants in Indonesia triggers the production of medicinal plants in Indonesia trend to continue to increase.

The COVID-19 pandemic has brought major changes to the health awareness of the Indonesian community, supported
by data thatthe largest percentage change in consumption patterns is the consumption of health products at 73.3%. The health
products include herbal vitamins, supplements, and medicines (Indonesia's Central Bureau of Statistics, 2020). The community
often consumes herbal beverages as a health product. People believe in the efficacy of certain herbal plantsto avoid viruses,
including COVID-19 (Jumalda, Suwarni, Marlenywati, Selviana, & Mawardi, 2021). 34.6% of respondents experienced
increased consumption of herbal beverages during the COVID-19 pandemic with a routine consumption frequency (Mustakim,
Efendi, & Sofiany, 2021).

The richness of medicinal plantsand the changingconsumption patterns of health products in society show great potential
foradvancingIndonesia's herbalindustry. Global marketdemand forherbsis expected to grow ata Compound Annual Growth
Rate (CAGR) of 7.9% from 2022 to 2027, with a market value of USD 248.6 billion (Global Industry Analysts, 2023). Overseas
markets have also welcomed Indonesian herbal products, including Singapore, Taiwan, Thailand, Malaysia, Philippines,
Thailand, Japan, India, and Saudi Arabia. However, the market share of Indonesian herbs in the global market is still around
0.47%, which is relatively low, with the sales value of Indonesian herbal exports worth USD 635 million from the total sales
value of herbsin the global market of USD 135.8 billion (Indonesia's Ministry of Industry,2020). The value of Indonesia's herbal
import purchases is higher than the value of its export sales, which amounted to USD 1.68 billion. The low market share of
Indonesian herbsin the global market is due to the high need for imports of pharmaceuticalrawmaterialsand the lack of exp orts
of finished herbal products with added value compared to raw herbal products.

The marketshare of Indonesian herbs in the global market dependson the progress of the herbal industry in Indonesia,
so effortsto develop the herbal industry in Indonesia need to be made to expand the marketingof Indonesian herbs in the glo bal
market. The Indonesian herbal industry must continuously innovate with increased competition (Kotler & Keller, 2016). The
industry continuesto innovate in response to market changesand trends. Instant herbalbeverages generally have added sugarto
make them sweet, even though this can reduce efficacy. In addition, excessive sugar consumption also has adverse effects on
health (Indonesia's Ministry of Health, 2018). The need for instant herbal beverages without sugar contentis also supported by
the recommendation of sugar consumption based on (Indonesia's Ministry of Health, 2013), which is four tablespoons or 50
grams of sugar per person per day. For these reasons, the Indonesian herbalindustry should innovate the development of sugar-
free instant herbal beverage products to compete in the global market.

Properly marketed sugar-free instant herbal drink products can support changes in people's healthier lifestyles so that
these products can also contribute to realizing the 3rd Sustainable Development Goals, good health and well-being. The
innovation of sugar-free instant herbal beverages as part of product development requires market research, including observing
customers' willingness to pay.Research on customers' willingness to pay for health food productsin Indonesia has not reviewed
the different profiles of customer characteristics. Thus, there is a need for further research on willingness to pay and the factors
that influence it through clustering respondent profiles. Based on the study background, this study aims to cluster customer

profiles and compare the factors affecting customers' willingness to pay for sugar-free instant herbal beverages.
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2. LITERATURE REVIEW

Relevant previous research is used as a reference, obtained from literature used as a basis for research information.

Previous research that is a reference in this study is presented in Table 1.

TABLE 1| Recapitulation of Previous Research

Writer Title Method Result Source
- o Contingent valuation
. . Will to Pay for O R . . .
(Arimurti et al. I"iingness to Fay for Yrganic Rice In method (CVM), Income, consumption length, and perceived quality Journal of

2021) Banyumas Regency and its Influencing

logistic regression

significantly affect the WTP of organic rice customers.

Agribusiness Forum

Factors analysis
Factors Affecting The Customers' Poisson count Demographic factors (income and education), psychological
(Ali & Ali, Willingness to Pay For Health and rearession model (health awareness), product attributes (quality, taste, Journal of Agriculture
2020) Wellness (g%;s,\s/l)o ode packaging, price), and marketing attributes (shopping and Food Research
Food Products convenience) affect the WTP of health products.
Analysis of Customers' Willingness to Contingent valuation .
. . . Journal of Agricultural
(Fajriaet al. Pay for Organic Vegetables in . met_ho_d (CVM)J Education, jobs, and income have a significant effect on WTP.  Socioeconomics and
2020) Purwokerto Modern Market and its logistic regression

Influencing Factors

analysis

Agribusiness

(Sugiyanthi et Customer Attitudes and Willingness to

Fishbein analysis,
importance-
performance analysis
(IPA)

Product price has a significant effect on customer WTP for
Buavita Royale products.

Journal of
Management and
Business Applications

al.2020) Pay (WTP) on Buavita Royale Products

Willingness to Pay More For Green
(Wei etal. Products: The Interplay of Consumer
2018) Characteristics and Customer

Participation

Path analysis

Customer participation positively and significantly affects
customer WTP in the presence of motivation, sustainability -
oriented skills, and environmental literacy skills.

Journal of Retailing
and Customer Services

Source: Data Processed (2023)

Based on the results of previous research, factors that have a positive and significant effect on influencing customers'
willingness to pay for health and fitness products are education, income, health awareness, product quality, product packagin g,
and product price (Ali & Ali, 2020). Another study states that education and income positively and significantly influence
customerwillingness to pay (Fajria, Ethika, & Kusnaman, 2020). Furthermore, income and perceived quality also affect customer

willingness to pay (Arimurti, Sularso, & Hartati, 2021).

3. RESEARCH METHOD

This research uses quantitative methods with primary and secondary data sources. Comprehensive questionnaire
responses were collected from sampling, while the secondary data used included official archives, journals, books, and other
kinds of literature. This study used non-probability sampling with a purposive sampling technique considering specific criteria.
The sample criteria in this study are customers aged 17-55 years old, domiciled in West Java and DKI Jakarta, and who have
purchased instant herbaldrinks and sugar-free productsin the last three months. To determine the number of samples, the study
statesthatthe numberof samplesused is at least five times the number of manifest variablesthat have been determined (Hair et

al., 2010). The minimum number of research respondents uses the formula reference (Hair et al. 2010), which is as follows:
n =5 x number of manifest variables ... @
n =5 x 33 manifest variables
n=165~170
Notes:
n = number of samples (respondents)

From the calculation,the minimum numberof samples in the study is 165 respondents, rounded up to 170 respondents.
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Based on the sampling technique, the respondentsin this study were 170 samplesaged 17-55 years, domiciled in West Java or

DKI Jakarta, and had purchased instant herbal drinks and sugar-free products during the last three months.

There are fourstages of analysis related to sugar-free instant herbalbeverages—first, cluster analysisto cluster customer
profiles. Second, the Continuous Valuation Method (CVM) analysis is used to analyze customerwillingness to pay (WTP) values.
Third, SEM-PLS analysisanalyzes customerwillingness to pay (WTP). Lastly, a descriptive study formulates product marketing

strategies. Operational variables are listed in Table 2.

TABLE 2| Operational Variables

Factor Variables Manifest Variable Code Source
Demographics Income 1.income received INC1 (Bramastuti, 2009)
2.Jobs INC2
3. Cost budget INC3
4. Family burden received INC4
Education 1. Level of education EDU1 (Tirtarahardja, 2005)
2. Major suitability EDU2
3. Competence EDU3
Psychographic Health consciousness 1. Integration of health behaviors HC1 (Hong, 2009)
2.Psychological condition HC2
3. Use of health information HC3
4. Personal health responsibility HC4
5. Health Motivation HC5
Product Attributes Product Quality 1. Performance PQ1 (Tjiptono, 2015)
2. Features PQ2
3. Reliability PQ3
4. Conformity to specifications PQ4
5. Durability PQ5
6. Aesthetics PQ6
7.Perceived quality PQ7
Product packaging 1. Materials PP1 (Dhurup, Mafini, &
2.Logo and label PP2 Dumasi, 2014)
3.Color PPP3
4.Size PP4
5. Attractiveness and design PP5
Product price 1. Price Affordability PC1 (Kotler and Armstrong
2. Price match with product quality PC2 2012)
3. Price competitiveness PC3
4. Price compatibility with benefits PC4
Willingness to pay 1. Willingness to purchase WTP1 (Voon, Sing, & Agrawal,
2. Expected benefits WTP2 2011)
3. Confidence WTP3
4. Sacrifice WTP4
5. Loyalty WTP5

Source: Data Processed (2023)
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4. RESULTS AND DISCUSSION
4.1 RESULTS

4.1.1 Customer Clustering of Sugar-Free Instant Herbal Beverages

To determine the number of clusters, a validity test of the cluster analysisresults is conducted with the ANOVA table to
determine variable differences or significance. In principle, the greater the F-number of a variable and the significant number
below 0.05, the greater the variable difference in each cluster formed. ANOVA analysis shows that all variables have a
significance value > 0.05, indicating a significant difference for each variable, so all variables can be used to distinguish each
cluster. The K-Means Cluster method used IBM SPSS Statistic 26 software to analyze or cluster through non-hierarchical
clusters. Clustered variables include gender, age, marital status, occupation, average income, average expenditure, latest

education, purchasing patterns, consumption patterns, purchase reasons, and purchase interest. Meanwhile, domicile variables

were added when conducting the cross-tabulation process. The clustering results into three clusters are outlined in Table 3.

TABLE 3 | Customer Cluster of Sugar-Free Instant Herbal Beverages Products

Category Variables Cluster
1 (%) 2 (%) 3 (%)
Geographics Domicile Jakarta (41.3) Bekasi (19.6) Bekasi (37.3)
Bandung (15.9) Bogor (17.9) Jakarta (25.5)
Depok (11.1) Bandung (17.9) Bogor (15.7)
Demographics ~ Gender Female (81) Female (83,9) Male (58,8)
Age 17-25 Years (96.8) 26-35 Years (71.4) 26-35 Years (43.1)

26-35 Years (3.2)

17-25 years (12.5)

46-55 Years (25.5)

Marriage status

Unmarried (96.8)

Unmarried (51.8)

Married (80,4)

Jobs

Student (85.7)

Private Employee (48.2)

Private Employee (41.2)

Average income

<1IDR3,000,000.00 (76,2)

>1DR 3,000,000.00 - IDR 6,000,001.00 (42.9)

> 1DR 12,000,000.00 (37.3)

Average spending

<IDR 1,000,000.00

IDR 2,000,001.00 -

> IDR 7.500.000,00 (41,2)

(38,1) IDR 3,000,000.00 (30.4)
Last education High school (92.1) Bachelor's degree (53.6) Bachelor's degree (66.7)
Behavior Purchasing pattemn Erratic Erratic 1-2 times/month (33.3)
(58.7) (69.6)
Consumption Erratic Erratic 1-2 times/week (35.3)
pattern (54,0) (67,9)
Psychographics  Purchase reason Health beverages (52.4) Health beverages (58.9) Daily beverages (51)

Purchase intention

Quite Interested (50.8)
Interested (30.2)

Interested (51.8)
Quite Interested (32.1)

Interested (49)
Very Interested (31.4)

Amount of members

63

56

51

Percentage of members

37,06 %

32,94 %

30,00 %

Source: Data Processed (2023)

Table 3 shows that three clusters have the potential to be used as the main market segmentation. The cluster analysis

results identified three segment group profiles:

1. Cluster 1 (Teenage Student Cluster)

Geographically, most cluster members reside in Jakarta, Bandung,and Depok. Based on demographic categories,
Cluster 1is dominated by unmarried female studentswho are in their late teens and have a secondary education. This cluster
has low income and expenditure levels in the SES E category, so it can be classified as lower middle class. Behavioral
segmentation shows that Cluster 3 members do not routinely buy and consume instant herbaldrink products, but they do so
only based on personal needs. The frequency of purchase and consumption tends to be erratic because psychographic
segmentation shows that Cluster 2 memberstend to consume instant herbal drink productsonly as health drinks to relieve
certain diseases. Thus, Cluster 1 members have a lower interest in purchasing sugar-free instant herbal beverage products
when compared to other clusters. Cluster 1 is dominated by female studentswho live in urbanareas, are aged 17-25 years,

are unmarried, come from the lower middle class, and do not regularly consume instant herbal beverages.
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2. Cluster 2 (Early Adult Worker Cluster)

Geographically, most cluster members reside in Bekasi, Bogor and Bandung. Based on demographic categories,
Cluster 2 is dominated by female workers who are in the early adult age classification, unmarried, and have a high level of
education. Most members in this cluster work asprivate employees. This cluster hasa high income level and an expenditure
level in the SES C1 or medium category so it can be classified as upper middle class. Behavioralsegmentation shows that
Cluster 2 membersdo not routinely buy and consume instant herbal drink products, but they do so only based on personal
needs. The frequency of purchase and consumption tends to be erratic because psychographic segmentation shows that
Cluster 2 memberstend to consume instant herbal drink products only as health drinks to relieve certain diseases. Cluster 2
members are more interested in purchasing sugar-free instant herbal drink products than Cluster 1 members because they
have a fairly high level of economic stability and purchasing power. Cluster 2 is dominated by working women who live in
urban areas, are 26-35 years old, are unmarried, come from the upper middle class, and do not regularly consume instant
herbal drinks, only as health drinks.is dominated by working women who live in urban areas, are 26-35 years old, are
unmarried, come from the upper middle class, and do not regularly consume instant herbal beverages, only as health

beverages.
3. Cluster 3 (Late Adult Worker Cluster)

Geographically, most cluster members reside in Bekasi, Jakarta and Bogor. Based on demographic categories,
Cluster 3 is dominated by workers who are in the early adult (26-35 years) and late adult (36-55 years) age classifications,
are married, and have a high level of education. The gender proportion between men and women in this cluster is balanced
but dominated by men. In addition, most members in this cluster work as private employees. This cluster has a very high
income and expenditure levels in the SES Al or very high category, so it can be classified asupper middle class. Behavioral
segmentation shows that Cluster 3 members generally regularly buy and consume instant herbal drink products. This is
supported through psychographic segmentation, which shows that Cluster 3 memberstend to buy and consume instant herbal
drink products as health drinks to relieve certain diseases and as daily drinks to maintain body immunity. Thus, Cluster 3
members have the highest purchase interest in sugar-free instant herbal drink productscompared to other cluster members.
Cluster 3 is dominated by working men who live in urban areas, are 26-55 years old, have families, come from the upper
middle class, and regularly consume instant herbal drinks as daily drinks. Furthermore, the main market segmentation was

selected based on market segmentation criteria, including measurable, accessible, substantial, differentiable, and actionable.

After knowing the market segmentation grouping, the selection of the main market segmentation of sugar-free instant

herbal beverage products is based on market segmentation criteria (Kotler & Keller, 2012) presented in Table 4.

TABLE 4 | Selection of Main Market Segmentation

Selection Indicator Cluster Results
Criteria 1 (%) 2 (%) 3 (%)
Measurable Selectingthe cluster with the  Quite Interested (50.8) Interested (51,8) Interested (49) Cluster 3
highest purchase interest Interested (30,2) Quite Interested (32,1)  Very Interested (31.4)
Accessible Selectingthe cluster with the  <IDR 1,000,000 (38,1) IDR 2,000,001 > |DR 7,500,000 (41,2) Cluster 3
highest average expenditure - IDR 3,000,000 (30.4)
Substantial Selecting the cluster with the 63 (37,06) 56 (32,94) 51 (30,00) Cluster 1

largest number of members

Differentiable Selecting the cluster with Health beverages (52.4)  Health beverages (58.9) Daily beverages (51) Cluster 3
different purchasing reasons

Actionable Selecting the cluster with Erratic (58,7) Erratic (69,6) 1-2 times/month (33,3) Cluster 3
regular purchasing patterns
Measurable Selecting the cluster with Erratic (54,0) Erratic (67,9) 1-2 times/week (35.3) Cluster 3

regular consumption patterns

Main Market Segmentation Cluster 3

Source: Data Processed (2023)

JBMP | jomp.umsida.ac.id/index.php/jomp 59 April, 2024 | Volume 10 | Issue 01



Hasna Nadiyah Banafsaj Sudaryono*, Hardiana Widyastuti,

) .. . b Sugar-Free Herbal Beverage Preferences: Customer Clustering Insights
Indra Refipal Sembiring, Mokhamad Syaefudin Andrianto ¢ ¢ g

Table 4 shows that Cluster 3 hasadvantages in most criteria, including measurable,accessible, differentiable, actionabl,
and measurable. The advantages of Cluster 3 make this cluster be used as the main market segmentation of sugar-free instant
herbal beverages products. Based on this description, the analysis in this study will also focuson Cluster 3 as the main market

segmentation of the product.
412  Factors Influencing Customer willingness to pay

Before SEM-PLS analysisis carried outto analyze the factors influencing customers' willingness to pay, the data istested
for validity and reliability using IBM SPSS Statistic 26 software. Validity testing is carried out with the criteria r-count>r-table
with anr-table value of 0.361, a significance level of 5%, and degrees of freedom (df) n-2, indicating that 33 manifest variables
are declared valid or suitable for use. Furthermore, reliability testing with Cronbach's alpha value criteria higher than 0.6 0
indicates that seven latent variables are declared reliable or reliable. Furthermore, the SEM-PLS analysiswas carried outin two
stages: the overall customer (170 respondents) and Cluster 3 (51 respondents), which are the main market segmentation. The

study results of seven latent variables and 33 manifest variables are as follows:
4.1.2.1 Measurement Model Evaluation Results (Outer Model)

Evaluation of the measurement model was carried out by observing the convergent validity, discriminant validity,

and composite reliability of the seven latent variables and 33 manifest variables, with the evaluation results in Table 5.

TABLE 5 | Outer Model Evaluation Results

Criteria Terms Overall Customer Cluster 3 Results
(170 samples) (51 Samples)
Convergent Validity
Loading factor >0.700 Reduction of one manifest Reduction of one manifest Valid
variable (EDU1) variable (EDU1)
Average >0.500 INC: 0.740 INC: 0.765 Valid
variance EDU: 0.808 EDU: 0.777 Valid
extracted HC: 0.738 HC: 0.806 Valid
(AVE) PQ: 0.735 PQ: 0.814 Valid
PP: 0.752 PP: 0.851 Valid
PC: 0.823 PC: 0.861 Valid
WTP: 0.838 WTP: 0.865 Valid
Discriminant Validity
Cross loadings  Manifest variable cross-loadings > Qualified Qualified Valid
other manifest variable cross-loadings
Fornell-larcker Latent variables have the highest Qualified Qualified Valid

correlation value

Composite Reliability

Cronbach's > 0,600 INC: 0.825 INC: 0.851 Reliable
alpha EDU: 0.884 EDU: 0.866 Reliable
HC: 0.911 HC: 0.940 Reliable

PQ: 0.940 PQ: 0.962 Reliable

PP:0.918 PP: 0.956 Reliable

PC: 0.929 PC: 0.946 Reliable

WTP: 0.951 WTP: 0.961 Reliable

Source: Data Processed (2023)

The evaluation results show that the family burden received (INC4) is a manifest variable with a loading factor
value of less than 0.700, so it hasbeen deleted in the final measurement model. Meanwhile, the other 32 manifest variables
have a loading factorvalue of more than 0.700, which meetsthe requirements, so it is stated thatthe 32 manifest variables
in the research model have good convergent validity values. All variables have anaverage variance extracted (AVE) value
of more than 0.05, meeting the requirements. This value indicates that the construct variance can capture greater than the
variance generated, so it is stated that the seven variables in the research model have good convergent validity values.

Furthermore, all manifest variable cross-loading values of a latent variable are more significant than the manifest variable
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cross-loading values of other latent variables that have met the requirements, so it is stated thatthe 32 manifest variablesin
the research model have good discriminant validity values. The evaluation results also show thatall latent variables have a
correlation value that is higher than the correlation value of other latent variables that have met the requirements, so it is
stated that the seven variables in the research model have good discriminant validity values. Lastly, the evaluation results
show thatall latent variables havea Cronbach'salpha value of more than 0.700, which meets the requirements. Thus, it is

stated that the seven variables in the research model have an excellent composite reliability value.
Visualization of the outer model is presented in Figure 1 and Figure 2.

FIGURE 1 | Visualization of Overall Customer Outer Model
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The final model shows the correlation between the latent variables and the manifest variables of this research model.
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4.1.2.2 Structural Model Evaluation (Inner Model)

Structural model evaluation is carried out by observing the coefficient of determination, effect size, predictive

relevance, and path coefficient values with evaluation results in Table 6.

TABLE 6 | Inner Model Evaluation Results

Criteria Terms Overall Customer Cluster 3 Results
(170 samples) (51 Samples)
Coefficient of determination
Adjusted R- Good (0.670) 0.555 0.554 Moderate
square Moderate (0.330)
Weak (0.190)
Effect size
F-square Small (0.02) INC: 0.026 INC: 0.008 Small
Medium (0.15) EDU: 0,016 EDU: 0,001 Small
Large (0.35) HC: 0.090 HC: 0.124 Small
PQ: 0,044 PQ: 0,083 Small
PP: 0.004 PP: 0.052 Small
PC: 0.033 PC: 0.144 Small
Predictive relevance
Q-square > 0,00 0.469 0.510 Acceptable

observation value

Source: Data Processed (2023)

The coefficient of determination evaluation results show that the latent variable willingness to pay is influenced by
the six manifest variablesin the study by 55.4%-55.5%. Meanwhile, the other44.5%-44.6% is influenced by other variables
outside the research model. Evaluation of the effect size shows thatall independent latent variables havea small influence
on the latent dependent variable. Furthermore, the evaluation of predictive relevance shows that the research model has an
acceptable observation value. Finally, the evaluation of the path coefficient shows thatnotall independent latent variables
influence the latent dependent variable. The detailed path coefficient analysis is presented in Table 7 through the original
sample (O), sample mean (M), standard deviation (STDEV), t-statistic ((O/STDEV|), and p-values.

TABLE 7 | Path Coefficient Results

o M STDEV |O/STDEV]| P-values Results
Overall Customer

Income (X1) — willingness to pay (Y) 0.160 0.164 0.062 2.565 0.011 Positively significant

Education (Xz) — willingness to pay (Y) -0.111 -0.111 0.068 1.626 0.105 Not significant
Health consciousness (X3) — willingness to pay (Y) 0.359 0.347 0.081 4.426 0.000 Positively significant
Product quality (X4) — willingness to pay (Y) 0.315 0.325 0.130 2.425 0.016 Positively significant

Product packaging (Xs) — willingness to pay () -0.088 -0.085 0.100 0.881 0.379 Not significant
Product price (Xs) — willingness to pay (Y) 0.192 0.190 0.086 2.227 0.026 Positively significant

Cluster 3

Income (X1) — willingness to pay (Y) -0.105 -0.066 0.152 0.692 0.489 Not significant

Education (Xz2) — willingness to pay (Y) -0.023 0.006 0.133 0.173 0.862 Not significant
Health consciousness (X3) — willingness to pay (Y) 0.469 0.458 0.187 2.510 0.012 Positively significant
Product quality (Xs) — willingness to pay (Y) 0.446 0.428 0.164 2.717 0.007 Positively significant

Product packaging (Xs) — willingness to pay (Y) -0.386 -0.407 0.222 1.735 0.083 Not significant
Product price (Xs) — willingness to pay (Y) 0.408 0.415 0.174 2.350 0.019 Positively significant

Source: Data Processed (2023)
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Visualization of the inner model is shown in Figure 3 and Figure 4.

FIGURE 3 | Visualization of Overall Customer Inner Model
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FIGURE 4 | Visualization of Cluster 3 Inner Model
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The final model shows the correlation between latent and manifest variables in the research model. Based on the
two stages of analyzing the factors that influence customers' willingness to pay, it is known that there are differences in
results between the overall customer (170 respondents) and Cluster 3 (51 respondents). Factors that positively and
significantly affect overall customerwillingness to pay are income, health consciousness, product quality,and product price.
Meanwhile, the factors that positively affect substantially willingness to pay Cluster 3 are health consciousness, product
quality, and product price. The results of this study support the research of Ali & Ali (2020), namely, health consciousness,
product quality, product packaging, and product price have a positive and significant effect on customer willingness to pay
(WTP) forhealth products. The results of this study follow previous research that education (Sari, Ekowati, & Setiadi, 2020)
and product packaging (Wulandari, Roessali, & Budiraharjo,2020) do not have a significant effect on customer willingness

to pay (WTP).
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4.2 DISCUSSION

Strong differences are in the characteristics of gender, age, marital status, occupation, average income, average
expenditure shape purchasing patterns, consumption patterns, reasons for purchase, and different purchase interests between
clusters. The prevalence of diabetesin menis 9.65% greater than in women at 9% (International Diabetes Federation,2019). On
the otherhand, olderadults pay more attention to nutrition due to the health problems they experience (Szakos, Ozsvari, & Kasza,
2022). Marital status. Marital status positively affects individual health behaviors (Hilz & Wagner, 2018). Furthermore,
socioeconomic status (SES) and years of education also positively and significantly affect individual health status (Rakasiwi &
Kautsar, 2021). Customers' great need for the product shapes their regular consumption and purchase as a daily drink. This
justifies the research results that Cluster 3, dominated by male workers in urban areas aged 26-55 years, married, and from the
upper middle class, tends to have a greater purchasing interest in sugar-free instant herbal drinks when compared to Cluster 1
and Cluster 2.

Income positively and significantly influences the overall willingness of customers to pay. Besides, income does not
positively and significantly influence the willingness to pay. In addition, the factor that most significantly influences the
willingness to pay for Cluster 3 is product quality. This shows that Cluster 3's willingness to pay,dominated by upper-middle-
class members (SES A category), is most influenced by product quality, health awareness, and product price. The results of this
study are supported by the results of the Kantar World Panel study, which found that groups of people from the SES A and B

categories have more income, so they tend to look for the best class of products (Fajriyani, 2023).

Practical implications can be formulated by formulating actionable Segmenting, Targeting, and Positioning (STP)

strategies for manufacturers and marketers in the herbal drinks industry.
421 Segmenting

The segmenting analysis of sugar-free instant herbaldrinks is based on the characteristics of Cluster 3 or the Late Adult Worker
Cluster asthe main market segmentation. Demographic segmentation is classified from gender (male), age (26 -55 years), marital
status (married), occupation (private employee), average income (very high category), average expenditure (SES Al category),
and lasteducation (high category). Furthermore, behavioral segmentation is based on consumption patterns (1-2 times/week) and
purchase patterns (1-2 times/month). Finally, psychographic segmentationis carried out based on the reason for purchase (asa

daily drink) and purchase interest (high category).
4.2.2 Targeting

Based on the segmenting description of the main market segmentation, it is known that the target market for sugar-free
instant herbalbeverage productsis male workers who live in urban areas,are aged 26 -55 years, are married, come from the upper
middle class, and regularly consume instant herbal beverages as daily beverages. The functional herbal beverages industry can

carry out a concentrated strategy to reach a more focused target market group (hiche market).

4.2.3 Positioning

The product positioning of sugar-free instant herbal drinks is compiled based on the survey results of the reasons for
purchase interest and the analysis of factors affecting Willingness to Pay Cluster 3. Cluster 3 is interested in buying products
because of the health benefits needed, delicious taste, and sugar-free content. Health Awareness, Product Quality, and Price are
the factorsthat mostinfluence Cluster 3's Willingness to Pay for sugar-free instant herbal drinks. Companies can position sugar-
free instant herbal drinks as everyday instant herbal drinks that have real benefits for health, have delicious flavors, are made
without sugar content,are made from premium raw materials, and have prices commensurate with p roduct quality. The product

tagline that might be suitable is "A cup of deliciousness for a thousand benefits".
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5. CONCLUSION

Three clusters of sugar-free instant herbalbeverage customer profiles are Cluster 1 (Teenage Student Cluster), Cluster 2
(Early Adult Worker Cluster), and Cluster 3 (Late Adult Worker Cluster), with Cluster 3 as the main market segmentation.
Overall, the customer's willingness to pay is positively and significantly influenced by income, health awareness, product quality,
and price. Meanwhile, Cluster 3 willingness to pay is positively and significantly influenced by product quality, health awareness,
and product price. Income positively and significantly influences the overall willingness of customers to pay. Besides, income
does not positively and significantly influence the willingness to pay. In addition, the factor that most significantly influ ences

Cluster 3's willingness to pay is product quality.

6. LIMITATION AND IMPLICATION

This study has limitations on population coverage so generalization of the results needs further evaluation with a wider
sample diversity. Researcherssuggest conducting furtherresearch regarding the analysis of otherindependent variables thataffect
customers' willingness to pay, analysis of purchasing decisions based on the AIDA model, perceptual mapping analysis, and
formulation of marketingstrategies in different clusters and locations. In addition, the population coverage can also be expanded

so that the research can represent Indonesian's overall customer.
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