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Abstract. Willingness to Pay More (WTPM) for green product is still being
debated, because some consumers are behaving that it is the obligation of producers
and governments to provide environmentally friendly products, informing them
without setting a high price so that buying intentions and consumer confidence
arise to buy and consume it. Likewise among millennials, who tend to be more
critical in their attitude towards the environment. This study aims to determine the
effect of ecolabeling on consumers' willingness to pay more for green products
through purchase intentions.
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1 Introduction

Over the last few decades, consumer interest in environmentally friendly products has
increased [26, 22], which makes them try to apply them in their daily lives in consuming
environmentally friendly products better known as green products.. Another term for green
product is a product that is sustainable or environmentally friendly products [23]. Research on
environmentally friendly marketing and purchasing green products began in the late 1960s,
however, major studies emerged in the late 80s [23]. In 1985 green products were introduced
in the form of garbage bags, bottles and plastic containers [13] and continues until now [1, 35,
11, 24, 29]. Green products can be seen from the use of raw materials without chemicals,
packaging materials used that are environmentally friendly, and finished products that can be
recycled, reused, and biodegradable. Overall it has a low impact on environmental damage [6] ,
has social and environmental responsibilities from the raw material to the production process
throughout the product life cycle [9]. Meanwhile, [19] see the understanding of green products
from different sides, namely consumer perception. According to him, green products are
products that are considered environmentally friendly consumers, both because of the
production process, the types of materials or materials used to produce products, packaging,
marketing communications and so on, and in this study take the understanding of green
products based on consumer perceptions.

Increased consumer awareness of green products about the dangers of synthetic chemicals,
especially organic personal care products, daily necessities, has driven the demand for a
healthier lifestyle [15]. But in reality although the public's concern for green products
increased, they did not buy it immediately because of limited knowledge [16]. One of the
efforts made by the company is by labeling the product packaging (ecolabel). Where with the
ecolabel can provide specific information related to the product so that consumers can make
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environmentally friendly purchasing decisions [33].

Problems still arise with consumer distrust of ecolabeling. They assume that most
companies only stick to the label so that they can charge their customers more without actually
making a difference in the environment [16]. Consumers are confused about the criteria of
ecolabeling which causes the weakening of consumer confidence in ecolabeling. Erosion of trust and
problems in distinguishing ecolabels, influence the attitude of ‘green purchase’ [8]. Purchasing
intentions are also influenced by ecolabels such as "Energy Star" and "EU label" which are
intended to reduce electricity bills especially for durable consumer goods, even they can pay
higher prices [8, 37]. This study proves that environmentally friendly labels often help green
consumers when they buy [4] . The use of products that are more environmentally friendly can
produce a better environment. So, consumer preferences for environmentally labeled products
must be investigated to understand the market potential with environmentally friendly
products [2].

When green products often involve greater costs, so the price of the product is more
expensive than conventional products, creating a social dilemma for consumers to buy the
product [16, 3]. The biggest challenges faced by companies are changes in consumer
preferences, suspicion of environmentally friendly advertising claims, unfavorable consumer
perceptions of green products, and high costs invested in developing green products [7] , so
whether consumers' willingness to pay more for purchasing green products is an important
consideration.

2 Literature Review

The voluntary environmental labeling program has a history that began with German Blue
Angel, in Germany in the late 1970s and its spread began ten years later and the environmental
labeling program currently exists in large numbers. Ecolabeling programs have an important
role in communication that provides critical quality assurance in communicating product
information about environmental impacts [8]. Green labeling is an important tool for green
marketing because it helps distinguish green products and non-green products [28].

Definition of ecolabeling is given by several researchers. Bratt et al. [8] explained that
ecolabeling is an instrument that has the potential to direct consumers and producers and the
entire supply chain in a sustainable direction. The definition of ecolabeling as a way to
identify products that are produced in an environmentally friendly manner using many formats
that combine graphics, logos and text to attract environmentally conscious consumers [27], a
recognizable symbol attached to the product or its packaging, indicating a company, or the
performance of an environmentally oriented product [30]. Based on previous literature studies,
the definition of ecolabeling in this study is a product label in the form of symbols, signs,
certifications that show that the product can be trusted as informed, shows a company, or the
performance of an environmentally oriented product. Knowledge, awareness, and information
obtained by consumers through ecolabeling can motivate environmentally friendly behavior
and consumer purchase intentions [32]. In line with research [21] which says that ecolabeling
leads to consumer buying intentions when reading relevant label information.

The effectiveness of ecolabels influences consumers' intention to buy green products when
consumer confidence in decision making is still limited [12]. Other research states that
consumers do not trust and will not buy green products because most companies only stick to
the label so they can charge customers more without actually making a difference in the



environment. [16]. The results showed that ecolabels influence purchase intentions [9, 10, 12].
This study proves that eco-friendly labels (ecolabels) often help consumers be
environmentally friendly when they buy products [4] because packaging is the most
interesting factor that initially affects consumers in the purchasing decision process [31]. From
this description, I propose the following hypothesis about ecolabeling: H1: Ecolabel is thought
to influence consumer purchase intentions.

Willingness To Pay More (WTPM) is operationalized as the willingness of consumers to
pay a premium price for the green product version [38]. WTPM occurs when a consumer buys a
product willing to pay more than the price of the product due to several things, such as raw
materials, manufacturing processes, packaging, and product labels, where in the green product
it is part of the determining factor. There are several things that influence consumers to pay
more, such as purchasing power, age, gender and social status, also the large percentage of their
willingness to pay is very varied in some countries [20]. Besides the knowledge factor [18] , a
positive attitude towards ecolabeling [36], packaging, labeling, and online shopping
experience also have a positive effect [39].

Ecolabeling is important for consumers in understanding, evaluating food safety, health
issues, and environmental friendliness of a product [24]. In his study he measured the
preferences and willingness of consumers to pay for coffee labeled certification in Taiwan,
with certification results that are easily known, organic, the level of certification of products
that are environmentally friendly, and shows that fair trade will make consumers willing to pay
more. Ecolabeling tends to be an important factor in influencing consumer purchasing
decisions, when the price of green products is relatively expensive or of low quality, in other
words the product attributes of ecolabels have a dominant role compared to other product
attributes [30] when consumers will decide to buy it at a higher price than conventional
products.. Research shows the same results, that consumers are willing to pay more for the
price of electrocable products, such as 43-inch LED TVs for consumers in Korea [25] , and
seafood [34]. From this description, I propose the following hypothesis : H2 : Ecolabel is
thought to influence the Consumers' Willingness to Pay More.

Knowledge of consumers 'willingness to pay for products can help companies understand
consumers' perceptions of prices and meet their expectations. For green products, consumers
face a dilemma, because they generally feel the price offered is higher than that charged for
conventional products [5]. Higher prices can discourage consumers of buying intentions,
especially green products, such as research results [40] which shows that consumers in
Chengdu, China have the intention of buying labeled carbon products, but are willing to pay is
relatively low. The same was reported by [14] who conducted research on the attitudes of
Europeans towards the environment, which showed that in Cypriots and Greece countries had
a high purchase intention on green products, but the desire to buy it was low. In contrast to the
results of other researchers who show that purchase intention has a significant influence on
consumers' willingness to pay more [17]. From this description, I propose the following
hypothesis: H3 : The purchase intention is believed to influence the Consumers' Willingness to
Pay More.

The interrelationship between the variables of this study can form a research paradigm,
where the willingness to pay more for green products is the implication of ecolabeling, and
purchase intention. So the following hypothesis can be made : H4 : Ecolabel is suspected to
influence the Consumers' Willingness to Pay More through Purchase Intention. This linkage
comes from various previous studies and forms a model of consumer behavior in purchasing
products. For more details, the research paradigm will be presented in Figure 1.
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Fig.1. Research Paradigm

3 Methodology

3.1 Data Collection

Data in this study were collected from Indonesian students in several cities in West Java,
which included Bandung, Bogor, Sumedang (Jatinangor). I chose the area for the same reason,
that is, there are several well-known tertiary institutions, where the students are young and old
millennials, consisting of a variety of different social classes. Given the heterogeneous
population, stratified random sampling method was used. More is done in the city of Bandung
and Sumedang because there are more universities in the city. Data was collected from
September 2019 to December 2019, with a total of 400 respondents who had purchased green
products, but there were invalid questionnaires, so the total number of valid questionnaires
was 315.

3.2 Instrument

Measure these three research variables, using a five-point Likert Scale. Table 1 summarizes
the mean of the research variables.

4 Result and Discussion

4.1 Descriptive Statistics

Table 1 shows the average Ecolabel variable with an average total of 3.79, the Purchase
Intention variable 3.75, and Willingness to Pay More with a total average of 3.66. The lowest
average is on the Purchase Intention indicator which is the intention to recommend to others to
consume green products. Respondents find it difficult to invite others to consume green
products because of the lack of public awareness about green products. This is supported by the
education level of respondents who are only at the high school level (currently carrying out an
undergraduate level).

Table 1. Descriptive Statistics

Variables Pernyataan Mean
Ecolabel I know a product that has ecolabel 3.66
Green Product has ecolabel 3.81
Green product material information is clearly stated on the 3.94
label
Ecolabel shows good product performance 3.84

Information on ecolabel is easy to understand 3.71




Variables Pernyataan Mean

Purchase Intention I will buy a green product because of my awareness of 4.07
environmental issues
My intention to buy a green product is very strong 3.83
Buying a green product is a good action 4.27
I would recommend to others to consume green products 2.84
Willingness to PayI am willing to pay 10% more for green products 3.73
More I am willing to increase my monthly expenses by 10% to buy 3.58

green products

The study sample included consumers of different genders, age, education level, and
occupation as shown in Table. The profile of respondents was dominated by women, age was
30 years old or below with High School education and as an employee.

Table 2. Respondent Profile

Variable Category Frequency Percent (%)
Gender Female 150 47.62
Male 165 52.38
Age 30 years old or below 226 71.75
31-40 years old 53 16.83
41-50 years old 29 9.21
51 years old or above 7 2.22
Education Level High School 182 57.78
College Diploma 32 10.16
Undergraduates 100 31.75
Postgraduate 1 0.32
Occupation College student 106 33.65
Employee 146 46.35
Entrepreuneur 36 11.43
Teacher/Lecturer 21 6.67
Government employees 6 1.9

Based on Figure 2, Indonesian consumers recognize green products from products that
have pictures of green leaves. The reason they like green products is because they are safe for
the environment, and the packaging. Their willingness to pay the price of green products is
around 0-25% higher than conventional products.

The Reason Respondents Liked Green
20

0
15
0
10
0

Product with green leaf Safe for the World Packagin 10-
badge (bio, organics,

Fig.2. Respondents Profile



Table 3. Validity and Reliability Test

Variable No.Item R Hitung Sig.(2- Remarks o

Tailed)
1. 0.501 0.000 Valid
2. 0.745 0.000 Valid
X 3. 0.842 0.000 Valid 0.815
4. 0.848 0.000 Valid
5. 0.810 0.000 Valid
6. 0.803 0.000 Valid
Y 7. 0.828 0.000 Valid 0.810
8. 0.746 0.000 Valid
9. 0.818 0.000 Valid
V4 10. 0.940 0.000 Valid 0.872
11. 0.943 0.000 Valid

Cronbach’s alphas and composite reliability for all constructs, showing that all values are
greater than the cut-off value of 0.7 proposed by Hair et al.

4.2 Hypothesis Testing

| 0.26

Ecolabel | Purchase

— e 2 Willingness to Pa
Intention 0.50 . U

Fig.3. Model Test Results

In order to test the hypotheses, we adopted path analysis. Figure 3 shows the estimation
results of the path coefficients of the model. The results show that Ecolabel positively affects
Purchase Intention. Moreover, Purchase Intention positively affect willingness to pay more.
All hypotheses, namely H1, H2, H3 and H4, are supported.

Table 4. Test of Partial and Simultaneous Models
Model Summary®
Model R R Square Adjusted R Square Std. Error of the Durbin-Watson

Estimate
1 ,3582 ,128 ,125 2,100 1,903
a. Predictors: (Constant), X
b. Dependent Variable: Y
Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients
B Std. Error Beta T Sig.
(Constant) 10,865 ,786 13,831 ,000

X ,344 ,051 ,358 6,775 ,000




a.Dependent Variable: Y

Coefficients®
Unstandardized Standardized
Coefficients Coefficients Beta ¢ Si
1g
Model B Std. Error
1 (Constant) 4,564 ,567 8,052 ,000
X ,180 ,037 ,267 4,909 ,000
a. Dependent Variable: Z
Coefficients®
Unstandardized Standardized
Coefficients Coefficients ¢ Sig
Model B Std. Error Beta
1 (Constant) 1,625 ,556 2,925 ,004
Y ,353 ,034 ,505 10,339 ,000
a. Dependent Variable: Z
ANOVA?
Model Sum of Squares Df Mean Square F Sig.
Regression 203,713 2 101,857 55,736 ,000°
| Residual 570,172 312 1,827
Total 773,886 314

a. Dependent Variable: Z
b. Predictors: (Constant), Y, X

Willingness the consumers to pay more for green products because of the ecolabel is
12.8%, which are still many other factors that can increase Purchase Intention by 87.2% such
as attitude, lifestyle, and others.

4.3 Discussion

Ecolabeling is one of the ways consumers know whether the product is environmentally
friendly, so that it can form a pro-environment attitude and he believes in products that are
labeled environmentally friendly and can lead to purchase intentions and ultimately decide to
buy eco-labeled products. This study evaluates ecolabeling and analyzes the purchase intention
of Indonesian consumers on willingness to pay more than green products. The research results
show that ecolabel affects only 26.7% of WTPM, this is due to the lack of consumer
knowledge and lack of trust about ecolabel.
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