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Multiple regression model
of the consumers’ price sensitivity

Abstract. All marketing decisions have to take into account the customer’s attitude to the price and
consumers’ price sensitivity. Consumers’ price sensitivity depends on various factors: perceived quality
and benefits, service quality, and of course, demographic characteristics.

The main aim of this paper is to explore the influence of socio-demographic characteristics on the customers’
price sensitivity. Potential influencing factors and sample size were identified based on the literature search.
The questionnaires were disseminated on-line in 2019.

The majority of respondents were at the age group 25-54 years old (63%) which corresponds to the
composition of the Czech population. Most of the respondents live in the family with two children (29%) or
only with a partner (28%), 61% of the respondents have a master or bachelor’s degree.

The variable Age shows high significance, which means, no surprisingly, that older customers are more
price-sensitive than the younger ones. Talking about gender, females are slightly more price-sensitive than
males. Then, we can state that the more family members has got the household, the more price-sensitive
the customer is. In comparison with other independent variables, Income and Education show a negative
correlation with customer price sensitivity, which means that the higher level of Income or Education is, the
lower is the customer’s price sensitivity.

Based on the multiple regression analysis, the author’s research proves that the most significant impact
on the consumers’ price sensitivity have two independent variables - age (positive correlation) and income
(negative correlation).
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Cnab6a M.

KaHAMAAT EKOHOMIYHUX HayK,

Bucoka nonitexHiyHa wkona irnaeu (Irnascebkunin nonitexHivHuii yHisepcuteT), Irnasa, Yecbka Pecny6nika
MopenioBaHHS LIHOBOT YyTJIMBOCTI CNOXXUBa4iB Ha npuknaai Yexii

AHoTauia. Bci MapKeTUHroBi pilLEHHS MOBUHHI MPUAMATK A0 yBarn CTaBAE€HHS NOKynus A0 LiHW Ta LiHOBY
YYT/IMBICTb CNOXMBAYIB. YyTNIMBICTb CMOXMBAYIB A0 LiHN 3aNeXUTb Bif PISHUX YNHHUKIB: CAPUNHATTS 9KOCTI
" nepes.ar, 9KOCTi NOCAYT i, 3BUYarHO X, AeMorpadiyHnUX XxapakTepPUCTUK.

OcHOBHa MeTa AaHOoi CTaTTi — BUBYUTM BMMB COLiaibHO-AeMorpadivyHmMx XxapakTepucTk Ha YyTAMBICTb
CNoXmBayiB oo UiH. [MoTeHUinHI pakTopu BNAMBY i1 po3Mip BUGIpKK Bynn BU3HAYEHI HA OCHOBI BUBYEHHS
nonepenHix A0CNiAHNULKUX POBIT. AHKETN ByNn NOLMPEHi B pexxnmi oHnanH y 2019 pou,.

BinbLIicTb pecnoHaeHTIB OyNn yHanexanu oo BikoBoi rpynu Big, 25 0o 54 pokis (63%), L0 BiANOBIga€E BiKOBIl
CTPYKTYPi YECbKOr0 HaceneHHs. BoHW X1ByTb y poaviHi 3 ABoma AitbMu (29%) abo Tinbkn 3 NapTHEPOM
(28%), 61% pecnoHAeHTIB MaloTb CTyMiHb MaricTpa abo 6akanaepa.

JocnigxeHHs aBTopa Ha OCHOBI MHOXMHHOMO PErpeciHOro aHaniay 4oBOAUTb, WO HanbiNblW iCTOTHMIA
BMJINB Ha LLIHOBY YYT/IMBICTb CNOXMBA4YiB MalOTb [ABi HE3a/1eXHi 3MiHHI — BiK | foxXi4,.

KniouoBi cnosa: kynieesbHa NoBejiHKa CNoXMBayiB; LiHOBa YYT/MBICTb; BiK; 40Xi4; MHOXMHHA perpecis.
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Cnaba M.

KaHOuOaT 9KOHOMMYECKNX HayK,

Bbicokasa nonutexHunyeckas wkona irnaebl (MrnaBckmini MONUTEXHUYECKUIA YHUBEPCUTET),

Mrnaea, Yewckasn Pecnybnuka

MopaenvupoBaHue LeHOBOI YYBCTBUTENIbHOCTU NOTpeouTeneit Ha npumepe Yexun

AHHOTauunsa. Bce MapkeTUHIroBble peLleHust OOMKHbI MPUHUMAaTb BO BHMMaHME OTHOLLEHWE MoKynaTtens
K LeHe N LUeHOBYIO YyBCTBUTENIbHOCTb NoTpebuTenein. YyBCTBUTENIbHOCTbL NoTpebuTtenei K ueHe 3aBUcuT
OT pas3anyHbIx HakTOpPOB: BOCAPMHMMAEMOrO Ka4yecTsa 1N NPENMYLLLECTB, Ka4eCTBa YCAYr U, KOHEYHO Xe,
nemorpadunyecknx xapakTepucTuk.

OcCHOBHas Lenb OaHHOW CTaTbM — U3YYNTb BIUSIHME COUMANbHO-AeMOorpaduyeckmx XapakTepucTuk Ha
YYBCTBUTEJIbHOCTb NMOoTpeduTenein Kk ueHam. MNMoTeHunanbHble GakTopbl BINAHUS N pa3mep BbIOOpkU Bbinn
onpepaeneHbl Ha OCHOBE N3YYeHUs NpeablayLLUnX UCCliea0BaTebCKNX PpadboT. AHKETbI OblM PACNPOCTPaHEHbI
B pexuvme oHnanH B 2019 roay.

BonbLWMHCTBO pecrnoHaeHTOB Oblv B BO3pacTHOM rpynne oT 25 oo 54 net (63%), 4To COOTBETCTBYET
BO3PaCTHOW CTPYKTYpe Yellickoro HaceneHus. OHU XNBYT B CEMbe C ABYMSA AeTbMU (29%) nnm Tonbko C
napTHepoMm (28%), 61% pecnoHOeHTOB UMEIOT CTeNeHb MarncTpa unmn dakanaepa.

MccnenooBaHue aBTopa Ha OCHOBE MHOXECTBEHHOIO PerpeCcCMoHHOro aHanmM3a goKasbiBaeT, YTO Hanbonee
CYLLIECTBEHHOE BJIMSIHME Ha LEHOBYID YyBCTBMTEJIbHOCTb MOTpebuTener okasbiBaloT ABE HEe3aBUCUMbIE
nepemMeHHble — BO3pacT 1 40X04,.

KnioueBble cnoBa: nokynarenbckoe nosegeHune rnotpebuTteneit; LeHoBass YyBCTBUTEIbHOCTb; BO3PACT;
[OX0A4; MHOXECTBEHHAs perpeccus.

1. Introduction

Customers’ price sensitivity represents one of the crucial factors of marketing decisions.
Consumers’ price sensitivity is affecting the pricing choices of companies and profitability as
well. With the development of modern technology, consumers’ are now very well informed
about product alternatives, product features, product benefits and qualities, service alterna-
tives through companies’ promotion, advertising, opinion leaders, internet, newspapers, social
media, etc. Therefore, customers can compare offers from different manufacturers and sup-
pliers. Customers today are not willing to buy any product without searching for information and
comparing it with other alternatives. Many factors influence customer decision-making. The
customer compares the offer, product properties, accompanying services, delivery options,
and the price at different offers (Mamun, Rahman, & Robel, 2014). Therefore, the price elasti-
city of demand is considered as the most fundamental concept of pricing. As stated by Kim,
Srinivasan & Wilcox in 1999 and Mamun, Rahman and Robel (2014), several years ago, resear-
ches had minimal knowledge of price sensitivity, and the situation is not changing. Price sen-
sitivity and preferences concerning price sensitivity are still a little bit unknown to firms as well
as researches. There are many factors influencing price sensitivity, although, as stated by Kim,
Srinivasan and Wilcox (1999), demographic data are one of the crucial factors of price sensi-
tivity. Despite the fact, those sociodemographic characteristics are crucial for understanding
costumers’ price sensitivity; there are not many authors focusing on the demographic charac-
teristics influencing customer price sensitivity, for example, Kim, Srinivasan and Wilcox (1999),
Meyer et al. (2014), Etemadi (2019).

Therefore, the author focuses on the demographics characteristics influencing price sensitivity
in her research. So we can state that the main aim of the author’s research is to investigate the in-
fluence of sociodemographic characteristics (age, number of a family member, income, etc.) on
the customer price sensitivity.

2. Brief Literature Review

Since consumers’ price sensitivity is a fundamental factor influencing marketing strategies
and pricing, there are many researches focusing on the consumers’ price sensitivity (for exam-
ple, Erdem, Keane, & Sun (2006), Wakefield & Inman (2003), Werner (2018), Widenhorn & Sal-
hofer (2013) and many others). In the literature, we can find researches examining the relation-
ship between advertising and customers’ price sensitivity. For example, Kaul and Wittink (1995)
reported 18 articles focusing on the relationship between advertising and customers’ price sen-
sitivity already in the nineties. Erdem, Keane and Sun (2006) have also addressed the issue of
the relationship of advertising and price sensitivity of customers in their research and concluded
that advertising affects, in particular, the customer’s relationship with the brand. It affects the
customers’ demand for the brand in many different ways.
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There are several researches on consumers’ reactions to price, but surprisingly as sta-
ted Wakefield and Inman (2003), not many researches examining sociodemographic and
social context on customers’ price sensitivity. Several researchers (for example, Urbany,
Dickson, & Kalapurakal (1996), Hoch et al. (1995)) examined the influence of demographics
and psychographics on customers’ price sensitivity. However, as already mentioned, too much
research has not been done in this field. Therefore, the author’s aim is to investigate the inf-
luence of sociodemographic characteristics on the customers’ price sensitivity.

First of all, it is necessary to define price sensitivity. Al-Mamun, Rahman and Robel (2014) state
that price sensitivity can be defined as the reaction of the customer to changes in the price level.
This definition is a basic definition of price sensitivity. Bucklin, Grupta and Han (1995) approach
customers’ price sensitivity similarly and argue that customers’ price sensitivity typically focuses
on the routine decisions of customers in response to changes in price. Monroe (1973) claimed
that customer’s price sensitivity refers to the extent to which customers respond to and perceive
changes in prices of products and services.

As stated above, the customer’s price sensitivity depends on various factors. Nagle and
Holden (1995) described the following ten factors influencing product/price sensitivity - unique
value, perceived substitutes, the difficulty of comparison, switching costs, price-quality, end
benefit, relative expenditure, perceived fairness, shared cost, and inventory effects. Danes &
Lindsey-Mullikin 2012 research was based on the Nagle and Holden study, and they choose the
following qualitative factors - perceived substitutes, quality fairness, unique value. Nagle conti-
nued in his research in 2016 (Nagle et al., 2016).

Masiero and Nicolau (2012) proposed following determinants of individual price sensitivity -
motivations to go to a specific destination, prices, length of stay, activities at the destination and
age. These authors concluded that age influences motivations as well as the price sensitivity of
customers.

Yao, Leung and Lai (2008) analyzed the impact of price sensitivity factors on the returns policy
in their paper. The results of Yao, Leung and Lai’s study proved that when price sensitivity is high,
the profit of the manufacturer decreases with an increase in demand variability.

One of the authors that focus on the sociodemographic characteristic in his research was
Werner (2018). He studied the following factors in his research - religious values, Muslim faith,
knowledge, Islamic finance, social influence, age, generation, income group, marital status,
and degree of education. Demographic characteristics and their impact on price and purchase
intention were analyzed among others, for example, by Dsouza, Taghian and Khosla (2007).
They investigate the following demographic characteristics - age, education, gender, and
homeownership.

3. Purpose

The sociodemographic characteristics are one of the crucial characteristics of influencing
customers’ price sensitivity. Therefore, the purpose of this paper is to explore the impact
of socio-demographic characteristics on the customers’ price sensitivity. Based on the lite-
rature search, the author has determined the following sociodemographic characteristics in-
fluencing customers’ price sensitivity - age, gender, number of family members, education,
and income.

4. Material and Methods

The author carried out a structured questionnaire for use in the author’s survey to gather pri-
mary data for the author’s research concerning customers’ price sensitivity. The questionnaire
was prepared based on the literature review mentioned in the text above and the objectives of the
author’s research.

As the main aim of this paper is to investigate sociodemographic characteristics influencing
price sensitivity, the target population of the author’s research comprised all categories of cus-
tomers without referring to any specific customer group. The following figure 1 shows the concep-
tual framework of the author’s research.

Since Roscoe (1975) claimed that the appropriate size of the research sample should be bet-
ween 30 and 500 for most studies, a total of 400 questionnaires were distributed. Of the 400
questionnaires distributed, a total of 325 questionnaires were returned. The author distributed
questionnaires online. Fifteen of the completed questionnaires were excluded, leaving a total
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Figure 1:
Conceptual framework
Source: Own processing

of 310 usable replies. The questionnaire was based on the literature search described in the text
above. The author’s questionnaire was divided into two main sections. The first section gathered
information about customers’ price sensitivity. Based on the literature search author prepared
a set of statements. This section was designed using a five-point Likert scale that was used for
the evaluation of customers’ responses. Used five-point Likert scale was ranging from strongly
disagree (1) to strongly agree (5). The second part of the questionnaire gathers socio-demo-
graphics information about the respondents. The author used several statistical and mathema-
tical methods: absolute and relative frequencies, basic descriptive statistics, multiple regres-
sion analysis, and ¢ -test.

The multiple linear regression model was selected by the author as the means to assess fac-
tors influencing customers’ price sensitivity. The Multiple linear regression model or analysis is
a specific method that is used to draw a linear relationship between several independent and
dependent variables. Therefore, the author’s research is utilizing experimental research to collect
primary data for regression analysis that allows obtaining a more realistic picture of customers’
price sensitivity and influence of sociodemographic characteristics on customers’ price sensiti-
vity. The author suggests the following multiple regression model explain customers’ price sensi-
tivity based on sociodemographic characteristics:

CPS= a+b,A+b,G+b,NFM+b,I+b.E, (1)

where:
CPS - customers’ price sensitivity;
A - Age;
G- Gender;
NFM - Number of family members;
I-Income;
E - Education.

5. Results and Discussion

First of all, the author will present the background of the author’s research respondents.

As we can see from Table 1, the author’s research studied five sociodemographic-factors
influencing customers’ price sensitivity. In general, the author identified the following factors:
age, gender, number of family members, income, education. The majority of respondents were
at the age group 25-54 years old (63%), which is in line with the composition of the Czech po-
pulation. Most of the respondents live in the family with two children (29%) or only with a part-
ner (28%). 61% of respondents have a high school diploma or bachelor’s degree. The author’s
research revealed several differences between the selected factors. The author conducted an
independent ¢ -test to compare the differences in attitudes of males and females towards pri-
ces. This ¢ -test revealed that females are slightly more price-sensitive than males at the 95%
confidence level.
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The author used the multiple linear regression to measure the linear relationship between so-
cio-demographic characteristics and consumer’s price sensitivity. Additionally, this model will help
to determine the percentage of variance in socio-demographic characteristics that can signifi-
cantly explain consumer’s price sensitivity. The value of the correlation coefficient lies only within
the range from -1 to +1. Correlation -1 reflects negative association, and correlation +1 reflects
positive association, the absence of association is reflected by the correlation 0. Table 2 summa-
rises the results of the multiple regression model proposed by the author.

The variable Age shows high significance with p -value 0.005 and a beta coefficient of 2.036,
meaning if an individual is of age, all else equal, customers’ price sensitivity to a product will be
significantly higher of 2 points. This finding is of no surprise, showing that older customers are
more price-sensitive than younger customers. Then, gender shows a positive beta coefficient of
1.2591, significant with a p -value below 0.01. Furthermore, as stated above, females are slight-
ly more price-sensitive than males. Variable Number of Family Members indicates several diffe-
rences. We can state that the more family members is there in the household, the more sensitive
the customer is. In comparison with other independent variables, Income and Education show a
negative correlation with customer price sensitivity, which means that the higher level of Income
or Education the customer has, the lower is the customer’s price sensitivity. The beta coefficient
is used for the values in the multiple regression linear model. Based on the theory, we can state
that a higher beta value indicates a more significant impact of the independent variable on the
dependent variable (customer’s price sensitivity). The default equation is as follows:

CPS=a+bA~+b,G+bNFM+bI+bE. (2)

The b in this equation represents the multiple regression coefficients (the amount that de-
pendent variable CPS (customers’ price sensitivity) changes when the corresponding in-
dependent variable changes by 1 unit). The a is the constant, where the multiple regression
lines intercept the axis Y. This number represents the amount of the dependent variable CPS
when all of the independent variables are 0. The multiple regression model of the author’s
research follows:

CPS=1.4687 + 2.036A + 1.2591G +0.596 NFM —2.3651 - 1.236E. (3)
Table 1:
Summary of sample characteristics
Age % The average income per month %
16-24 16 less than EUR 370 8
25-34 21 EUR 370 - 730 27
35-44 23 EUR 730 - 1100 35
45-54 19 EUR 1100 - 1500 21
55-64 13 EUR 1500 and more 9
64+ 8
Number of family members % Education level %
1 20 basic education 9
2 28 high school diploma 31
3 15 bachelor's degree 30
4 29 master's degree 24
5 and more 8 doctoral degree 6
Gender %
Male 41.4
Female 58.6

Source: Compiled by the author

Table 2:
Multiple regression analysis
Model \ t p \ beta coefficient Std. error

(constant) 0.34 0.628 1.4687 1.0126
Age 3.526 0.005 2.036 0.658
Gender 1.816 0.089 1.2591 1.536
Number of Family Members 1.718 0.093 0.596 1.949
Income -0.756 0.063 -2.365 1.0236
Education -0.856 0.078 -1.236 2.001

Source: Compiled by the author
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6. Conclusions

The main aim of this research was to contribute to the understanding of the impact of socio-de-
mographic characteristics on the customer’s price sensitivity. The results of the study indicate that
three of the characteristics examined show a positive correlation with the customer’s price sensi-
tivity, and two of them show a negative correlation with the customer’s price sensitivity. Based on
the result obtained, the Age has the most positively significant impact on customer’s price sensi-
tivity.

On the other hand, Income has the most negatively significant impact on the customer’s price
sensitivity. The results of the author’s research correspond with the other researches. Neverthe-
less, in practice, we will not find any such comprehensive research on multiple regression analy-
sis, which would focus directly on the impact of socio-demographic characteristics on customer’s
price sensitivity.
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