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ABSTRACT

The purpose of this study was identifying the factors affecting Mashhad Citizens’ willingness to pay for
herbal teas. Data was gathered through a survey method and completing 368 questionnaires by simple
random sampling among citizens of Mashhad in spring and summer of 2017. In order to identify the factors
affecting consumers' willingness to pay, the Contingent Valuation Method and Ordered Logit Model were
used. Data analysis showed that 50 percent of consumers were willing to purchase 5 to 25 percent additional
cost for buying these products. The results of estimated model showed that household income,
awareness about health benefits, packaging, lack of essence, supply type, existence of information
labels, gender female and consumers’ education level, have positive and significant effects, and
age, family size, quality, processing and price of herbal teas have had negative and significant
effects on willingness to pay for herbal teas. About 23 percent of the respondents have known the
lack of knowledge about the uses of herbal teas and 21 percent of them have known the lack of
knowledge about the health benefits of herbal teas as the most important problems for the
consumption of herbal teas. According to the results, considering appropriate supply and packaging
with information label, and publication brochures to inform consumers about health benefits and
uses of herbal teas, can increase willingness to pay and more correct consumption of herbal teas.
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Objectives

Herbal teas are new products in tea market. Willingness to pay additional price for a new
product or a new supply type of a common product depends on properties of product and
consumers’ properties too. The purpose of this study was identifying the factors affecting Mashhad
Citizens’ willingness to pay for herbal teas.

Methods

In order to identify the factors affecting consumers' willingness to pay, the Contingent
Valuation Method and Ordered Logit Model that was estimated using Maximum Likelihood
Method are used in this study. Data was gathered through a survey method and completing 368
questionnaires by simple random sampling among citizens of Mashhad in spring and summer of
2017. Data analysis showed that about 69% of consumers were willing to pay additional price for
purchasing herbal teas, and 50% of them were willing to pay 5% to 25% additional price for buying
these products. In present, the price of herbal teas is about 5% to 35% more than black tea and
other same products and more than 68 percent of respondents were willing to pay less than 35%
additional price. Considering mean of consumers' willingness to pay, dependent variable divided
into 5 orders: no willingness to pay, willingness to pay less than 5%, 5% to 15%, 15% to 25% and
25% to 35% additional price compared to the price of other warm drinks like black tea.
Independent variables were household’s income, age, family size, education, gender female,
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awareness about health benefits, product quality, packaging, processing, lack of essence, price,
brand, information label and supply type.

Results

Data analysis showed that about 75% of respondents know the health benefits of herbal teas and
all of them concern about quality of products. In view of point of 97% of consumers, information
label on package is very important. According to the obtained information, about 23 percent of the
respondents have known the lack of knowledge about the uses of herbal teas and 21 percent of
them have known the lack of knowledge about the health benefits of herbal teas as the most
important problems for the consumption of herbal teas.

The results of Ordered Logit Model estimation showed that household income, awareness about
health benefits, packaging, lack of essence, supply type, existence of information labels and
consumers’ education level, have had positive and significant effects, and age, family size, quality,
processing and price of herbal teas have had negative and significant effects on the willingness to
pay for herbal teas. Also, women have had more willingness to pay for herbal teas. However, brand
doesn’t have any significant effect on willingness to pay.

Comparing the marginal effects of independent variables related to consumers’ properties on
willingness to pay showed that awareness about health benefits, gender female and education have
the most effects on probability of willingness to pay more than 15% additional price respectively.
Among independent variables related to the properties of product, information label and packaging
have the most effects on increasing willingness to pay. On the other hand, processing and price
have the most effects on probability of willingness to pay less than 5% additional price
respectively.

Discussion

This study showed that lack of awareness about health benefits and uses of herbal teas are the
most important consumers’ problems in this market. Also, awareness, information label and
packaging have the most effects on willingness to pay. According to the results, considering
appropriate supply and packaging with information label, and publication brochures to inform
consumers about health benefits and uses of herbal teas, can increase willingness to pay and more
correct consumption of herbal teas.

Respecting to the results, women and more educated people are willing to pay more additional
price for herbal teas. So, special marketing programs for these groups are suggested. Also because
of insignificant effect of brand, producers can decrease marketing costs and increase willingness to
pay for all industry’s products using integrated marketing programs.

All of respondents consider about processing and 85% of them argue that quality is important
but more processing and quality increase price. On the other hand, price and processing have
negative effects on willingness to pay. So, producers should seek solutions to decrease production
costs and also aware consumers about costs of processing and quality increasing.
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