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Abstract

This research paper is conducted in order to examine the feasibility towards the expanding growth rate
of caf¢ businesses around Dukuh Pakis district in Surabaya, Indonesia. By grasping the analysis of the
demographic trends, consumers preferences in that district and also the economic conditions. Aiming
to evaluate the market opportunities, and also the potential threats. Data collected from both primary
and secondary sources in order to gain data needed to understand the feasibility of the business.
Research indicated that Dukuh Pakis is a compact populated urban district, with a middle class
community, and a strong demand towards modern dining experiences. Despite challenges being faced,
one being competitive rate in the F&B industry and the significance of building new concepts and
strategic approach strategies. Altogether, this research paper proposes that FnB businesses in Dukuh
Pakis are likely feasible.
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1. Introduction

One of the largest industry sectors is FnB or Food and Beverages industry, due to it being one of
the main sources of a daily human being necessity, which is food, targeting everyone who consumes
both food and drinks, and being able to cater to the diverse consumer demands. Being one of the
largest and strongest sectors, contributing towards the world’s economy globally, grasping everything
starting from the food production itself, till the retails or even hospitality, (Ward, 2024). With the fast
paced changing lifestyle, café is a typical business type, which stands out as an admired niche
business type, serving both as a place to eat and drink yet providing a space where customers are able
to gather and bond, such as for work, leisure or even community interactions. With the rising trends
and influence of the social media environment, cafés have become one of the most fundamental ways
of modern living.

1.1 Cafe

Cafg, is a specific type of business in the FnB industry, specializing towards beverages such as
coffee, tea or non alcoholic drinks, and usually they sell light meals or snacks which a huge selection
of pastries or even salads to choose from, making them both complimentary to each other, and
suitable for social gatherings, or just a place to hang out at, (McCormick, 2023). Setting them apart
from traditional food stalls or restaurants, are their atmosphere, comfort and also overall café
experience. What determines a successful cafe is that not only do they offer drinks and food, but the
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ability to build an atmosphere uniquely theirs, and being able to attract loyal and regular customers.
This could be seen from the rise from themed caf€s up to aesthetic interior designs, while also lifting
their innovative dishes, being able to provide the customers preference for both quality and also
experience. With that, the café industry closely abides towards the increase in popularity of social
gatherings and remote working, thus a reason why cafés are one of the suitable profitable business
choices.

1.2 Dukuh Pakis

The food and beverage (F&B) industry remains as a highlighted component, majorly impacting
and contributing towards the Indonesian economy, especially towards urban centers like Surabaya
(JawaPos, 2023). For this study, the selected district to analyze the café feasibility is in Dukuh Pakis,
an urban district, which is located in the western part of Surabaya. This district is popular for their
strategic and also rapidly developing area. Distinguished by the mixture of residential neighborhoods,
shopping centers, educational places, and also work space as well. This distinctive blend enables the
district to be an ideal location for café businesses to thrive. With a dense population, ranging from
middle class families to university students or even young adults. As an example, GHI mall and their
collaboration with educational institutions such as JKL University, contributes to the rise of potential
café customers in that area (JPNN Jatim, 2024; VNN Media, 2024). By analyzing the demographic
characteristics it enables us to understand that these characteristics provide a fundamental foundation
for analyzing the cafe industry in Dukuh Pakis.

The reason why we picked Dukuh Pakis is mainly due to its close bond towards the demographic
and also economic conditions. One of which is that this district has a rapid growth in the number of
people that are middle to upper class residents, who are most likely people who are willing to be
customers who want to engage towards the café culture. Second, there are already several cafes, so it
is not an unfamiliar space for the locals in Dukuh Pakis, the mixture of both local and international in
the district, reflects the demand for cafe.

1.3 Purpose of Study

This is a fundamental analysis in order for us to assess the feasibility of operating and investing
into the creation of a café business in Dukuh Pakis, by analyzing the fundamental economics aspects
such as demand and supply, market equilibrium and elasticity. This study aims to give out an insight
towards how caf¢ industries are shaped by the consumers behaviour, pricing strategies and also the
rising competition, and how all of them contribute with each other. Supply and Demand analysis is
crucial in order to understand and identify consumers preferences, and also how the café is able to
make the consumers preferences into a reality. While market equilibrium uncovers supply and
demand, and how it shapes the pricing and profitability, and lastly elasticity, showcases how price,
income and also substitutes shapes the business viability.

2. Literature Review
2.1 Supply and Demand

Supply and Demand is one of the most fundamental concepts of economics and any analysis of
business starts with them. Demand is the readiness to buy a good or a service at various prices. While
supply is the readiness to supply that good or that service in various conditions (Mankiw, 2020). The
demand in the café business context is usually affected by income levels, taste, demographics, and
lifestyle changes. As an instance, in wealthy neighborhoods, such as ABC in Dukuh Pakis, Surabaya,
the willingness of consumers to pay more on quality food services is likely to increase due to their
higher disposable incomes (Badan Pusat Statistik, 2023). While supply within the FnB industry relies
on the availability of quality ingredients, labor, logistics and efficiency of operations. Such as the cost
of inputs to the production of imported food items, utility, and rental prices increase can restrain the
capacity of businesses to produce at a low prices (Parkin, 2019). Practically, it can be observed with
the example of an existing caf¢ like DEF in ABC located within the Dukuh Pakis district, where the
supply of menu items is also modified with regard to the availability of inputs and cost management
policies. Using the demand and supply framework, an FnB entrepreneur could evaluate the extent to
which the demographic profile of the district enables the existence of high demand and take into
account the operational limitations on supply.
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2.2 Market Equilibrium

Market equilibrium happens when the quantity demanded matches the quantity supplied leading
to a constant price of commodities or services (Krugman & Wells, 2018). In the case of FnB business,
equilibrium can be used to establish the ideal price that will be between the limits of consumer
affordability and business profitability. When a restaurant charges too much, it will lose its potential
customers to its competitors; however when it charges less, the company might incur loss even though
there are a lot of customers. The availability of different F&Bs in Dukuh Pakis including high-end
restaurants and casual cuisines means that competition and consumer expectations are price
determinants of the market equilibrium. With respect to our chosen District, Dukuh Pakis, they have a
dense population of middle class people, therefore the equilibrium pricing will be bound to be in line
to affordability, but still valuing the lifestyle driven demand for cafés. This is important to analyze
because it controls the prices for the cafe, and helps forecast the likely pricing and also quantity of
products offered, enabling them to position themselves within the market industry, and analyzing their
progress (Pemerintah Kota Surabaya, 2024).
2.3 Elasticity

Elasticity is used to determine the responsiveness of consumers or producers to the variations in
price or income among other market variables (Varian, 2014). Price elasticity of demand is of great
significance to cafes since it enables them to determine and inspect how customers are responsive to
the fluctuation in price. Premium cafés in high-income neighbourhoods located between Dukuh Pakis
such as ABC tend to have a comparatively low one, meaning customers might not decrease much, and
the consumption of prices should slightly increase (Kotler and Keller, 2016). Nevertheless, in the case
of more price sensitive segments in the region, demand could be more elastic and companies should
consider competitive pricing to appeal to these consumers. FnB markets could also utilize income
elasticity. With increasing incomes, spending on dining out tends to rise and this makes café services a
daily habit. (Engel, 1997). This implies that in Dukuh Pakis, where the income level of households is
relatively stronger than the rest of Surabaya, the income elasticity of demand for FnB services is
expected to be positive. Another factor is cross-price elasticity examining the impact of substitutes. So
if another café has a relatively lower price, the demand for other cafés might decrease, except if they
offer strong distinction. As a result of why understanding elasticity is important in forecasting the long
term demand trends, allowing businesses to create new pricing models, being able to withstand
pressure from fluctuations and consumer sensitivities.
2.4 Relevance of Economic Concepts

The notion of demand and supply, market equilibrium and elasticity, all together create a useful
set of fundamental economic concepts that can be used to assess the viability and feasibility of a new
cafe business in Dukuh Pakis. The analysis of demand and supply helps to determine the possible
customer bases and the limitations of operations. Market equilibrium shows the necessity of pricing
strategies that were able to achieve profitability as well as competitiveness. Elasticity also provides
the business with a responsiveness to the consumer, income, and the existence of substitutes or
complements.

3. Methods
3.1 Primary Data Collection

The primary data in this study was obtained from interviews with the owner of DEF Café and a
regular customer at DEF Café. According to the owner, there are several challenges facing the café
business, including the demand for consistent quality and the increasingly fierce competition. He
explained that the target market for DEF Café¢ is mainly families and business people with
upper-middle incomes. Although DEF Café has good sales, the number of customers who visit
regularly is still limited. Fierce competition means that every café must have a clear point of
difference. DEF strives to highlight several things to increase customer interest, such as product
quality, good service, and an unforgettable experience for customers. The owner is also aware of the
increase in demand for merchandise. Despite the many competitors, DEF Cafe continues to
develop and find opportunities with creative and unique ideas.

From the customer's perspective, enjoying the delicious food or light snacks such as croissants
and drinks from DEF Cafe are done about once or twice a week. Some of the main factors that
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influence customers' choice of DEF Cafe are price, taste, brand, and location. Customers prefer
takeaway service over dining in because of its convenience. Looking ahead, he hopes to see more
culinary businesses that can offer quality products at affordable prices in Dukuh Pakis. By obtaining
both from a consumer and suppliers perspective we are able to get insights from an existing business
in the Dukuh Pakis district, enabling us to understand, analyze the feasibility, and what we can learn
from or take into account for opening a café in Dukuh Pakis.

3.2 Secondary Data Collection
To analyze the café market in the Dukuh Pakis area, this study used primary and secondary data.

Interviews with the owner of DEF café and a regular customer were used as primary data. According
to the owner, the main challenges in this business are regulations, quality control, and fierce
competition with similar cafés. The target market is families and professionals with upper-middle
incomes. DEF strives to differentiate itself from other cafes by focusing on product quality, service,
and a unique experience. Customers visit the cafe about once or twice a week and order light snacks
such as croissants. Price, taste, brand, and location, with a preference for takeaway because it is
practical, are the main considerations in choosing a cafe. Secondary data from the Badan Pusat
Stastistik Surabaya (2024) shows that the population of Dukuh Pakis has reached 59,532, indicating a
promising market potential.

Table 1: Raw Data of total population in Dukuh Pakis in 2024

Village Male Female Total
Dukuh Pakis District 29.349 29.996 59.345

Dukuh Pakis District population (2024)

nnnnn

Figure 1: Dukuh Pakis District population in 2024

4. Result and Discussion

4.1 Primary Data Insight

Based on the interview, we have obtained data from both the consumers and also suppliers
perspective in a café at Dukuh Pakis district, this provides a crucial insight towards diving deeper into
the market segment of FnB industry. The findings obtained, key points out not only the consumer
preferences, but also how the challenges and opportunities being faced by the suppliers and the
business owners, creates a dynamic of understanding the café space. We interviewed the owner of
DEF, which is a cafe located in the centre of ABC, a neighborhood, between the Dukuh Pakis district,
and locals who often visit DEF.

First, we gained insights from the consumer's perspective, in order to understand what the
customers expect, when visiting a café in Dukuh Pakis. We interviewed several locals, in order to gain
an ‘average’ answer in the results and to minimize likeliness of biases. The locals from that area, who
typically visit the DEF sometime within once or twice per week, and based on how frequent the locals
go to DEF, it sums up that they don’t consider cafés as a daily consumption, but more of a regular
lifestyle destination. Based on their preferences, most answered light snacks or their selection of
pastries, making the popular food preferences being their artisanal pastries, with this we are able to
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understand that this café is perceived by customers as a place that does not focus on their full meal
products, but more as a space for snacking, and drinking coffee, while socializing.

According to the data findings, we are able to highlight four main factors that customers put into
account when dining in a caf¢, and they are taste, brand reputation, location and importantly price. By
having four of these variables being closely correlated to each other, they play a significant role in
increasing or decreasing the demand. Based on the interview, local consumers in Dukuh pakis, have a
relatively high sensitivity towards price, meaning that they want lower prices, while still maintaining
the quality of the café in both FnB wise and atmosphere wise. This proposes that affordability is one
of important factors in attracting repetitive and building a loyal customer base. Taste also is a crucial
aspect, centralling the decision making, because it justifies the importance towards the product
quality. While the brand reputation and also the location advocates consumer trust and the
convenience as well. As a result, a well known and a good reputation and a practical location has
more recognition, and advantage for drawing new consumers.

For the preferences of dining out or dining in, it leans more towards dining in, since cafés are
designed not only for the sole purpose of product quality purposes (food and drinks), but it also offers
a purpose for a change in the atmosphere and ambiance that most people look for. The reason being
highlighted was that locals go to cafés for the sole purpose of experiencing a new atmosphere while
being accompanied with good foods and drinks. This justifies that investing in a strategic location
with a good interior design is worth investing in, aligning with the evolving new space interiors and
innovative foods, prioritising ambiance and quality of the product.

Second, we gained insights directly from the suppliers perspective, regarding the challenges,
customers, products, and market in Dukuh Pakis. The owner mentioned that the main challenges of
operating business in that area are government regulations, quality control, high competition in the
market and also fluctuating market demand. This directorial environment is easily too complicated for
small businesses, meanwhile the competition for the ‘medium to high cafés in Dukuh Pakis puts
pressure on open owners / suppliers to implement a continuous innovation habit in order for them to
thrive. With quality control in mind, since the majority of the population are primarily medium to high
income groups, where they have certain standards and expectations in the food quality and service
being sold.

The customer profile is clearly a crucial aspect to understand and analyze, shaping how the
suppliers should support the consumers, in order to attract them. The market mainly consists of
families, professionals and also business people, which is within the medium to high income group.
Suggesting that even though the Dukuh Pakis district offers wealthy customers with a potential of
them having to spend highly, it also raises the expectations of the quality, atmosphere and the services.
Facing the new entrants in the market, creating significant barriers unless certain cafés are able to
provide a distinct experience setting them apart from the rest. As a result , primary data has shown
that the FnB market, especially cafés in Dukuh Pakis are highly competitive, in account with the
strong demand for affordability, quality and convenience at the same rate. Suppliers and consumers
both have highlighted the need for innovation, especially towards the overall experience, and distinct
brand identity, and also services, in order for a business in the cafe sector to be able to achieve long
term sustainability.

4.2 Secondary Data Insight

According to the secondary data that we have gathered from Badan Pusat Statistik Surabaya, it
shows that the population size in Dukuh Pakis reaches 59,532. The Dukuh Pakis district is divided
into four urban villages which include Pradah Kalikendal, Dukuh Pakis, Gunung Sari, and Dukuh
Kupang. Pradah Kalikendal is the largest urban village within the Dukuh Pakis Sub-District, which
covers an area of 3.96 square kilometers. The Dukuh Pakis urban village covers 3.07 square
kilometers, Dukuh Kupang urban village has an area of 1.36 square kilometers, and Gunung Sari
urban village covers an area of 1.63 square kilometers (Badan Pusat Statistik Kota Surabaya, 2024a;
Pemerintah Kota Surabaya, 2024).

We can see from the population, which reaches almost 60,000, it provides a large target audience
and market size to operate a new business. For a cafe, this means that there will be a steady stream of
potential customers, especially if it is located near the housing estates, schools and offices, but the
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success of a business depends on how they attract the customers since not all of the population will be
the target customers (Badan Pusat Statistik Kota Surabaya, 2024a).

Next, the urban village and land area impact the potential success of the café because location is
one of the factors that affect the willingness of a customer to buy a product. The area of Pradah
Kalikendal provides considerable potential for businesses, especially for cafes that seek larger seating
capacities. While in Dukuh Kupang, the population is denser which means that the opportunities for
small businesses who often offer takeaway to customers is high. The location should be aligned with
the character of each area as it may struggle if a cafe is placed in the wrong sub-area (Badan Pusat
Statistik Kota Surabaya, 2024a; Pemerintah Kota Surabaya, 2024).

In the Dukuh Pakis district, the income level is medium to high so residents are more likely to
spend on lifestyle experience such as cafes, specialty beverages and dining out (Badan Pusat Statistik
Kota Surabaya, 2024; The Jakarta Post, 2024a), so by operating a business that sells premium product
like unique desserts, premium coffee, and photogenic space could increase the profit margin compared
to a business in lower-income areas (Abdulloh, Sudarmiatin, & Wardana, 2023). As for the
competition, there is a strong and high competition in Dukuh Pakis which means that there are already
many cafes, and customers may demand something new or different (The Jakarta Post, 2024b). In this
part, new businesses should choose wisely what products to be sold and must focus on quality and the
product must have a unique point or concept. In addition with the infrastructures and also the location
of Dukuh Pakis plays a significant role, supporting the steady income of customers, while having the
developing urban projects and their expansion towards commercial environment (Pemerintah Kota
Surabaya, 2024). Though the density of business in these areas has a lot of fierce competition, putting
the business to innovate the models to succeed.

In conclusion, the secondary data is being used as a way to complement the analysis of the
insights from the primary research, Dukuh Pakis district, has a promising and strong potential for the
FnB (cafés), because of the ‘wealthy’ population and also the growing demand, but it is also being
watered down with high levels of competition, and the will and drive for the innovative business
models to thrive.

4.3 Economics Analysis
43.1
Apart from cafes, there are many different types of businesses in Dukuh Pakis that are closely related
and influence the success of newly-operated cafes. Three types of business other than cafes are
restaurants, fast-food outlets, and bakeries/dessert shops. Restaurants are one of the most significant
related businesses in Dukuh Pakis. Restaurants compete directly with cafes in terms of attracting
customers who want to dine in, particularly during meal hours. On the negative side, the restaurants
may capture a larger portion of the consumer’s budget, leaving the cafes to have a smaller share. Next
is fast-food outlets such as MNO or PQR provide strong competition as fast-food restaurants provide
faster services than cafes, whereas some customers might expect similar speed of services. Bakeries or
dessert shops are also strongly related to cafes. Negatively, they may compete by offering similar
products such as cakes, pastries, or coffee and drinks, this could reduce the customer base for a new
cafe as many customers may be loyal to those cafes that are already open. From the other perspective,
a cafe could collaborate with bakeries or dessert shops to supply premium breads or desserts. Joint
promotions, such as “coffee and cake” bundles could attract more customers while creating joint value
creation.
432
4.3.2.1 People and Lifestyle in the Area

Dukuh pakis has many middle to high incomes in families, young professionals, and students.
These groups usually have more spending power and enjoy going to cafes not just for coffee, but also
relaxing, studying, or hanging out with friends. Younger people especially like cafes that feel modern,
cozy, and stylish. Because of this, the local lifestyle and income level strongly influence how much
demand there is for cafe services.
4.3.2.2 Work and Study Habits

With offices, schools, and co-working spaces nearby, many people in Dukuh Pakis look for cafes
as places to take breaks, have casual meetings, or even work outside their usual environment. This
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means cafes aren’t only for food and drinks. But they also serve as flexible spaces for work and study.
A cafe that offers good Wi-Fi, comfortable seating, and quiet but welcoming atmosphere can attract
steady demand from these groups.

4.3.2.3 Trends and Cafe Culture

In urban districts like Dukuh Pakis, going to cafes has become part of the local lifestyle. People
don’t just visit for coffee. But they were also looking for a nice experience, a good design, or
something worth posting on social media. New or trendy menu items, like seasonal drinks or unique
desserts, can also pull in more customers. Because of this, cafes that can keep up with trends and
create a strong social media presence are likely to see higher demand.

433
4.3.3.1 Finding skilled workers

A common problem for cafes is hiring and keeping good staff, especially trained baristas and
kitchen assistants. In Dukuh Pakis, many restaurants and cafés are competing for the same workers, so
it’s not always easy to find people with the right skills. On top of that, staff often change jobs quickly
in the food and beverage industry. This means café owners need to spend extra time and money on
training new employees, which can affect service quality.
4.3.3.2 Getting Quality Ingredients

Cafés need fresh and high-quality ingredients, like coffee beans, milk, and pastries, to attract
customers. But it’s not always easy to keep a steady supply. Imported beans can be expensive and
sometimes delayed, while local suppliers may not always meet the quality a specialty café needs. If
ingredients become too costly or deliveries are late, it can raise prices or reduce customer satisfaction.
434

In Dukuh Pakis, the number of cafes has been growing quickly. Many people enjoy spending time
in coffee shops, so demand is strong, especially among students, young professionals, and families. At
the same time, because there are already plenty of cafés and restaurants, competition is tough.

This means the market is not fully balanced. There are slightly more cafés than needed, but
customers still look for new places that feel different or offer something special. For example, a café
with high-quality coffee, a cozy design, or a space that is good for studying or working can still find
its place in the district.

Overall, the café market in Dukuh Pakis is close to surplus, but there is still room for success if
the business is unique and knows how to stand out.

43.5

Based on both the consumer and supplier insights, the demand for cafe products in Dukuh Pakis is
likely to be elastic. The demand for cafe products is considered to be elastic as customers are willing
to switch between cafes if prices rise too high as customers are sensitive to price changes or if quality
is reduced as there are many substitutes available in Dukuh Pakis. The owner mentioned that the
competition for cafes in Dukuh Pakis is high as consumers can easily switch from one product to
another, so maintaining quality and offering unique points is needed to attract customers and prevent
them from switching to other products. Overall, the demand for cafe products in Dukuh Pakis is likely
to be elastic so standard products may face higher sensitivity.

43.6

The high level of interest among the community in Dukuh Pakis means that the café business has

great potential. Families, young people, and professional businesspeople choose cafés as places to
relax, work, and study. However, there is also the potential opportunity cost that needs to be
considered. Capital, time, and labor as resources used for other businesses that may offer greater
profits, such as restaurants offering regional specialty menus that are only available in a few places in
the area, or online food delivery businesses that require lower operational costs than physical cafes.
Furthermore, investing in other sectors such as retail for basic necessities or educational services also
has the potential to provide more stable returns, given the intense competition in the cafe industry in
Dukuh Pakis.

5. Conclusion

According to the analysis, which was carried out using primary and secondary data, it can be
concluded that the economic situation in the Dukuh Pakis district offers a favorable environment to
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the creation of a new cafe business. The population of about 60,000 citizens (preponderance of middle
to high-income households) will indicate a high purchasing power and the active lifestyle that is very
compatible with cafe culture. Consumer analysis reveals that the primary decision-making factors on
visiting cafe are price, taste, location, and brand reputation, indicating that quality and ambience are
definitely of high importance, but affordability is also vital to build the customer base of loyal buyers.

Government regulations, stiff competition, quality control are some of the challenges on the
supply side, which any new entrant is keen to consider. But such difficulties also lead to innovation
and differentiation, which provides businesses with chances to provide unique ideas and stable value.
The use of economic principles- supply and demand, market equilibrium, and elasticity, further
substantiate that the Dukuh Pakis market has a sustainable demand and supply balance, as well as
necessitating strategic pricing in order to be competitive and profitable.

Overall, the study indicates that it is possible to invest in a cafe in Dukuh Pakis, although the
company should focus on the affordability of its products, their quality, and unique customer
experience. Cafes in this region have great potential to succeed in the long run with the appropriate
strategy.
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